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Spectre of 

'pHE preliminary round of the Sino-Soviet opofrontatioitt 

ideological issues will have begun aa theae linea 
Whether the factors which have strained relationa between the 1^9 
ments (and parties! are strictly ideological or not, is o| 
question. Jt may be maintained that what is involved is a >t|iraM|lM/, 
two sets of national chauvinism, between two oppressing MwBkS 
two prides — the pride of brash and young over-conhdMice 
self against the pride of successful attainment. AhertMtivOfy, ; 

even try to summarise the confrontations as symptomatic id the 
dialogue of crisis between the Communist Parties of developed 
and the/Parties of Asia and the other under-developed contments, 
the Indian party hopelessly raught in the middle. ' ■ 

Whatever the precise reasons for the rift, it is much more dtan ■> 
an intra-mural quarrel. It will not do to push aside the issue by nMntly ^ 
wishing that the Communists .stew in their own dialectical juice. TOuMf 
happens at the Moscow parley has significance all around the gkfbe, . 
this parley involves two out of to-day’s three mightiest nations. 'GJvw ;' 
the inextricable interdependency of nations — big and small, comlaift^ 
and uncommitted — in this nuclear age, the manner the Sino-$ovi#* * 
dialogue is resolved or not resolved will affect, and at least partjB’Uy . 
determine, the shape of events for the next several years in 
countries. ‘ ' 

e t ' 

To illuBtrate. if it so happens that the current bout of 
shows that the two Communist movements will not converge but isw- 
continue on separate •■‘planes, re-thinking will b« called fof tmot only with 
respect to established tenets of socialism and ronPnUnism, Iwt also tegstisi*' 
ing the nature of polarity within the so-called ci^italist*'societies. Ufo 
moment Communism ceases .to be monolithic, thp chances are thlgt tlm ; 
enforced jcqnforroism which the Western alliance rriprewnts will also ijipif ‘, 
mediately fi^ way. For all one knows, even as HuSsia. despite Ike* ; 
institutionat!f|utlandishnes8, is being welcomed back into European'!^ 
France may tm of a sudden discover that maximisation of national aiin#, 
wxiuld demand that she ventures out into hitherto-taboo ooalhitHUti;^ 
it is tantalizing te speculate whether the other partner in such coalitiopif ^ 
would be China — or Japan — or Indonesia 

The cold war mould, bv now seventeen years old. would 
down, and that would indeed be good riddance; a rupture in the 
lions between the Soviet Union and China could bring about at least 
this positive achievement. This is, however, taking an altogether limited 
view of the prospective developments. What might happen to the several 
adjuncts of the revolutionary-proletarian movements in the different 
countries of Asia and Latin America if the Chinese Communist Party, 
along with its followers and adruMfS, sets up a Fifth Internadonal or 
something which is similar' in fnlmS also be taken into account. 

A concomitant question wottltlnMf^'rwhethev such a development 
would hasten the pace of Ching'«‘^|A’c}t ‘fowaids nuclear self-sufficiency. 
Any number of bizzare politic^] pqiaibilities would be conceivable onCe 
the breach between the two Ckunmunist giants is publicly declared. 





Wkaf CMVtH be aniwered ote- 
gorkaily ii wb«ther the ensuing 
ttfiheftvai a'OtiM <lo hiunanity much 
goorf in titP wet, even in the short 
tun. H One lowers one’s sights and 
wants to Jlrognosticaie on the 

affects on only the oionomically 
ander-developed section of the 

human race, even then any cate¬ 
gorical assertion would l>e ridi¬ 
culous, If the Soviet Union 
niches an overall polilital accord 
with the United .Stales, would that 
Jaiiwij, or replenish, tlie flow of 

economic assislame to the lesi. 

developed countries? Would a 
formal det laiation of war hetweeti 
the ‘bourgeois’ Coninriunisi Parlies 
ol Eufopf* and ^j^olrlai iHr CoiTinmnisl Icadcis of cillicr 


Parties of tJ'*' poorer 
grratly weaken tfae forces of the 
Left everywhere? If the answer 
to the latter question turns out to 
K<‘ in the affirmative, would that 
still do any good to the capitalist 
coiintiies? tor has not the case, 
of (.uha shown that even if the 
organised le^t is visibly weak, the 
diclatois of the right could he 
trusted to hriog about tlieir own 
disasiei 

That the answers to <o man) 
questions and issues are dependent 
on the results of this ideological 
liialogiie testifies to the fearful 
nature of the responsibility which 


me have taken upon thenuelvo. 
Despite our immediele preoccupa¬ 
tion with China and probletna of 
national defence —- or periiaps 
because of it — we could do worse 
than try to identify carefully 
the nuances of the ideological - 
battle as they are unfolded m 
Moscow in this and the following 
weeks. It IS but one example of 
the paradoxes which beset a struc- 
tiiially inter-dependent world that, 
de.spitp the tuncnl irrelevance of 
the Indian f'ommunist Party, the 
issues of communism — be they 
philosophical or tactical — have 
hetome of acute relevance from 
the point of view of both the nation’s 
suivival and its economic progress. 


Shadow over Panvel 


pURLlC. sector piojccls, long 
planned and long promised, 
seem to he dropping out one hy 
one. A foilnight ago laiiie the 
news that the phytochemicfll pto- 
jeet in Kerala has been abandoned 
Reports are now rurieiu that the 
same fate awaits the big piojcot 
for organic inieiinediatos and 
cheniicals at Panvel in Mahaiashtiu 
About the pliytorlieiiiKals. the 
reason given for abandoiimg the 
project was that tea waste and 
liruntng.s, the r.nw iimicruils foi 
phytochemicaU, were not avail.nble 
at economic prices It does not 
erdiancp people’s failli in the 
planning system when a jiroject is 
di'op()ed aftei two full sears, be¬ 
cause raw malrnals me not atail 
able is not the avail.tbilily of taw 
materials al a leasonablr cost one 
of the first things to be considered 
while pl.tnning production of any 
thing? The project lor the mimu 
factune of organic intermedtales 
and chemicals is supposed to have 
gone off so well that the possibility 
of a sudden almndoninent eomes 
,'«s a .shock A (Jovcrniiieni com¬ 
pany. the Hindustan Organic 
Chemicals, had been lloaled for 
handling this Hs 12cTore pro|ecl 
• and collaboialioii seemed of a big 
West (-erman consorliiini consisting 
of some of the woild’s best known 
firms in tins field - Baveis, 
Hoechst, BASF and Fedrick Uhde 
The construction work wa» started 
and already more than a ciore has 
been spent on the factory site. 

The idea of setting up a plant 

1056 


nt this kind was taken in hand 
rally in the Second Plan On the 
request of the National Indusiual 
Development (.orporation, a te.un 
of pxpeits from Montec al ini under¬ 
took a Miivey m 1Q56 to estimate 
the demand for inteimedtates 
deiived fioin the anticijiated cle- 
inaiicl fill dyestuffs and oiliei 
organic cheniicals in the coimliy 
by ]%.'). Similar studies wen- also 
made itiiicqieiidenlly by Imperial 
(iliemical Iiidustiies and the West 
(ceiinaii consoiliiiin in the Second 
Plan pci lod An offer of foreign 
c'xcliange cic-dil was niadr by the 
(ieriiian manufactureis m 19,SK and 
tile (roveinraeiit of India tietitlcd 
to go atiead with the collaboration 
of this group Accordingly, an 
agrceiiieiil was signed in August 
1900 between the (icsveimnenl of 
India and the West German fiinis 
and it was given out at the 
time that the project vvmiUl c-ome 
into production by the ini'idle ol 

It IS now lejiorted that even a 
)enr ago the ic'pie-.rntalives of the 
consoitium had cointminiealecl ihrii 
inalulitv to proceed with the jvto- 
jeci as they viid not consider it to be 
V lable any more The reason given. 
fa goes the rejioit. was that Hindu- 
Sian Oig.-imc, thev had been given 
to iiiideistand would be moie or 
less monopoly ptodtieeis of the 
intermediates Bm licensrs had 
been issued to so many firms for 
these intennediates th,at the scope 
for the project had been con.sidrr- 
ably curtailed as a result and the 


dem,md prcijertions on which the 
eailier estimates had been maejr 
liaci lieeome invalid 
The Panvel projert for organic 
interniediales, it may be recalled, 
was based on raw- materials deriv¬ 
ed fiom coal caibonisauon and coal 
tai ili-tillalion Tins itself raised 
doubts about the choice of the loca¬ 
tion since the basic raw materials 
foi the plant would have to be 
tianspoiled iili the way fioin Bihar 
or Bengal. That way, of course, 
the situation has not changed. 
M'bat has is, Inst, of couise, mcfis- 
ciiininnle licensing and then, strik¬ 
ing clevelojinients in technology in 
the- last few yeais winch must have 
inlliic-ncecl the liiia) decision of the 
ineniheis of the consortium Coal 
tar di.slillates and coke-oven pro¬ 
ducts are now being increasingly 
leplaced by |ielio-ehf'mirals as the 
basic nialpri.tl foi the manufacture, 
of tile gioiiji of organie interme¬ 
diates the production of which was 
to h.ive hern taken u|i al Panvel 
Tins has made siihstantial cost redu- 
ctions possible and prices of these 
limducls have come down sharjily 
lioth in I' S and West Germany, 
i’etio cbemicals have made such a 
poweiful imptui on ebemical leeh- 
nology as to alter ladically the basic 
(la'lein of many < heniical industries, 
the most productive of them being 
oiganic chemicals 

In fact the reason why the con¬ 
sortium 18 reluctant to proceed 
with the Panvel project may not 
therefore be far to seek. One of 
the members of this consortium, 





Chemicals, are cjfrtrenll^ readily switch ' *6 «»gl^ , 

engaged in negotiating a coHahorsi-* *ShterB*dii^ Bsaig ypeircHili^PM^I 
tion agreement with the MafatlaJg raw materials iiwtAd of the by- 
for the manufacture of petr# products of coal which H had 
chemicals near Bombay from ''re^bieen planned earlier, 
finery gases and naphtha cracking 

units to be set up here. The deve- The manner in which public 

lopment thus projected adds fresh sector industiial projects are being 

emphasis, if any were needed, to diopped one by one, however, 

the urgency of developing petro- laises questions quite different from 
chemical industries but uoi in a those about the ieasibility of parti- 
haphazard manner. But such ciilar projects. If it is chemical 

development should not mean the intermediates after phytochemicais, 
abandonment of Pnnvel. On the (which would it be next? Would 
contrary, it would strengthen the it be the synthetic drug and inter- 
viabililyof the project and enhaiue mediates project at Hyderabad and 
its importance. The project can antibiotics at Kishikesh? 

Race Riots in British Guiana 


WITH the cancellation of air- 
flights and the partial suspen¬ 
sion of ove,rseas communication 
services, the isolation of British 
Guiana is virtually complete News 
of the political luinioil m the 
country trickles through in driblets 
to the outside, world, but even the 
scrappy reports appearing in the 
press reveal the racial twist which 
has been given to the agitation 
against Chcddi Jagan’s Government. 

Opposition to Cheddi Jagan, 
whose People's Progressive I’ariy has 
won a majority in every election 
since 1953 including the last held 
in August 1961, IS directed against 
his socialist economic policies. Uic 
opposition parties, the People s 
National Congress, led by the 
African leader Forbes Burnham, 
and a group of extreme rightists 
known as the lniited Force, have 
sought to dub Cheddi Jagan a 
commumsi and spread the fear 
that once the country is indepen¬ 
dent the Government would not 
hesitate to nationalise the major 
industries. 

In the agitation against the 
Government, the opposition s 
potent weapon is its control of the 
trade unions The Manpower 
Citizens’ Organisation, the biggest 
trade union, as well as the Trade 
Union Council are controlled by 
Richard Ishmael, a bitter opponent 
of Jagan, and draw their inspira¬ 
tion from the American-sponsored 
International Confederation of 
Free Tradp Unions, The general 
strike which followed Jagan’s 


“austerity budget” last year was 
an excellent instance of llie oppo¬ 
sition's use of its control over the 
trade unions. Actually, none of 
the hscal measures directly affected 
the workeis and the budget propo¬ 
sals were merely used as a pretext 
to try to overthrow the Government. 

The current phase of agitation 
against Cheddi Jagan was sparked 
off by the Government’s Labour 
Relations Bill .seeking to set up a La¬ 
bour Relations Board to settle dis¬ 
putes ovci recognition of unions, 
(■It The TUC alleged that the 
Bill was an attempt by the Govern¬ 
ment to control the trade unions. 
But though the Government subse¬ 
quently dropped all the controver¬ 
sial clauses m the Bill, the strike 
continues over other issues. 

With Burnham's break-away from 
the People’s Progre.ssive Party to 
form hts own People’s National 
Congress, politics in British Ginana 
has assumed a steadily darkening 




racinl Onge. Tlie PnwtB»i«yh P«*y» 
like Cheddi Jagan’s Gov«ran»nt, ia 
muhi-raciat. But the National 
Congrasa has been trying to wean 
away the African) tfrem it by de¬ 
picting it as exclusi’^ly a party of 
the Indians. Burnhaiu’s propaganda 
has had its effect on the niaw of 
the African population and the tw- 
suits we see in the current Tare 
riots. ,, 

But the sharpening of larial 
antagonisms has not been all to 
the benefit of Jagan’s opponiwti. 
One inevitable result of Buntfiam’s 
militancy has been to drive a Mo¬ 
tion of well-to-do Indians, wfao are 
sceptical of Jagan’s econcnaic poli¬ 
cies, to support the Progrisiive 
Party which at the same tinia re¬ 
tains the allegiance of a minority ot 
Africans who have not been swaybd 
by Burnham’s demagogy. In any 
case, Indians make up roughly half 
the island’s population while the 
Africans constitute only one-third 
of It. Not surprisingly, therefore, 
the racial polarisation has embold¬ 
ened Jagan to offer to hold fresk 
elections on condition that Britain 
would grant the country independ¬ 
ence without further delay if his 
party won once again. 

The independence talks held 
in 1962 had broken down be¬ 
cause, among other things, the 
Progressive Party was not prepared 
to agree to the oppo.sition’s demand 
that fresh elections should be held 
before independence. However, now 
that Jagan has offered to hold elec¬ 
tions, the opposition does not 
appear to be anxious to take up the 
challenge. Instead it seems to be 
intent on forcibly overthrowing tJie 
Government by inciting the African 
jiopulation to violenre and disnqit- 
mg the economy through strikes. 


Special Number 


The next Special Number of The. Economic ^ 

be out on July 20, 1963. It will be a 180-page issue, 
in art cover and will be priced at Rs 3. Registration and postage ’ 
charges will be Re 1. 

The Special Number will be supplied free to subscribers. 
Non-subscribers and agents are requested to place their orders 
in advance. 

In view of the Special Niimlier, there will be no issues on 
July 1.3 and 27, 

A Fernandes 
Business Manager 
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Iniwl/Mftfoff* Convmntion 

Ottr CtdmUa Correspondent wriles : 

Attending ok jndiun rhinkm’ 
Convention whuh i)!*- Prime 
ililliMQr inaugurated mi Monday 
am a diaiguating and humiliating 
aV]N)rience< One has come to 
McOpt that in the topsy-lurvy India 
<4 todtty, molt luch gatheungs are 
tamashas rigged up laigely lor Ihe 
0 Maler glory of the sfa^nsors, but 
thia one really took the cake It la 
A elUK^ng depreciation of national 
Vlilttai that lome people should 
lum had the effiontery to i all this 
eirCUa a tfauikers’ convention I'lie 
whdle thing was completely bogus 
thd organisers did not even make 
an attempt to keep up appearance. 

West Bengal’s intellectual Jile 
haa long been doininuted by ele- 
menu which are outside the Con- 
grcM, if not actively hostile to it 
Atttlya Ghoshj permanent president 
of West Bengal (longress, tmds this 
galling. For some years, he has 
been trying to rope m the lug 
names but hia success so fai lias 
bean limited despite the pationage 
he has to offer The gravitational 
pull of a Mahalanobis or a Saiycn 
Bose has so far been much stronger 
than all Atulya Ghosh’s blandish- 

menu. 

The convention was a continua- 
den of Atulya Ghosh’s effort 
to enlarge the Congress base. And 
since Atulya Ghosh was Chairman 
of the reception committee, there 
was no dearth of funds nor of 
party support. What else could 
have brought Pandit Nehru to the 
Inauguration and Shrimati Vijaya- 
lakshmi Pandit to addreas a session 
>n the role of women? But neither 
Pandit Nehru’s stature nor Vijaya- 
Idtoliini’a charm nor even Birla’s 
Uih could give the convention the 
nightest air of intellectualitv 

Everything about it uas of the 
tandard of a mandal Congress 
onference. In the front row .sat a 
lumber of luminaries including a 
ute magnate whose firm is facing 
arious charges- of under-invoicing 
nd a one-time film actres.s once 
gain in the lime.iight because of 
er recent iriemkhip with an erni- 



nent Congress personage. When 
Kaka Kalctkar came in looking for 
a seat, there was none left and no 
one bothered to find him one until 
a (.Jmon Minuter (that too, a wo- 
inanj got up to make room for him. 
Only Uteri did Atulya Ghosh’s lieu¬ 
tenants milling around the piacc 
reaiiM; that the old man with a 
Howing white beard was someone 
to he taken notire ol 

When Nehru arrived at last—he 
was late because he called en route 
on Atulya Ghosh in his sickbed — 
the scene on the dais was one of 
utter chaos. Seating was deshi 
style on the floor, and there were 
.scores of people jostling for space 
to park themselves (paiticularly as 
close to Nehru as possible to have 
the best chance of being included 
in newspaper photographs). And 
the influx continued long after the 
proceedings had begun -- one of 
the last to arrive was a generously 
proportioned printer with copies of 
a conference souvenir which he 
promptly .started to distribute, 
calmly ignoring the attempts lo 
restrain him. What a subject for 
a cartoonist! Others would have 
inu.scled in their way, too, after 
the printer, had the Prime Mini- 
•ster’s security aide® not taken the 
situation in hand. 

One felt sorry foi poor Nehiu, 
hunched over a hulstei amidst all 
this confusion. Despite ali iht* mo- 
ney the organisers had at their dis¬ 
posal, there were just two pedestal 
funs on the vast and stuffy dais. 
Vijayalakslmii who sat next to the 
Pi mu- Minister at the start found 
herself piKshed bat k almost lo the 
back diop at the £ai end. Hut 
Nehiii had hiought all this upon 
himself hv aecepliiip il„. invitation 
III tile fust place. 

Vtlljl Iraiispiced at tin- mauguia- 
lion IS (liHicult foi yoiii toire.spon 
dent to sa\ By the time the Secie- 
tary had made a liiesoirie lepoit 
and the President Dr S K Mitra, a 
few mane reinuiks, he had had as 
muth as lie toiild take One Jiad ex¬ 
pected better fioiii Dr Mitra. a nati¬ 
onal pi-ofessor and a man of repu- 
tation as a phvsuisl, hut Ins inanity 
on this occasion was all of a piece. 


When Nehru took the floor, the 
piess gallery saw promise of ex¬ 
plosive anger in his growling look. 
But we were disappointed —- he 
did his duly by the sponsors by 
holding forth for 40 minutes. Yet 
he at least had the decency to 
wonder aloud what the thinkens’ con¬ 
vent ion was about. Thinking, he re¬ 
minded, could not be done en masee; 
least of all in a crowd of 5,000 
janipacked into a stuffy hall. Hav¬ 
ing entered this caveat (was it a 
gesture lo satisfy his own con¬ 
science?) he proceeded to spout 
cliches steadily for far longer than 
good form really demanded. Was 
it a compulsive behavioui pattern 
at work whic h Nehru — the best 
performer in the Congress circus — 
cannot avoid even when he wishes 
to? 

Supervision of Tarapur 

'J’HE Government of India’s deci¬ 
sion to accept International 
General Elei trie’s offer to build a 
.’iflO mW atomic power station at 
Tarapur was made public in Septem¬ 
ber last year However, before an 
agreement could be concluded with 
I G E, a loan had to be secured 
from the U S Government to cover 
the foreign exchange cost of the 
project, estimated approximately 
at Rs ,38 crores. Further, since 
I G E s offer was to .set up two water 
onoJed reactors using enriched 
uranium as fuel, arrangements Jiad 
also to be made for supply of enri¬ 
ched uranium from the U S. This 
involved the question of safeguards 
to satisfy the U S that the fuel sup¬ 
plied by it was used only to produce 
power and was not diverted to non- 
peacpfiil uses Negotiations with the 
u ^ these questions have taken 
the best part of a year and it was 
only last week that the U S loan 
for Tarapur was announced. 

Before the Government of India 
accepted [ G E’s offer in preference 
to a number of competing bids, the 
G S had already been sounded and 
had expressed its willingness to 
finance the foreign exchange cost of 
* P''°j*‘ct and also to meet its en¬ 

riched fuel requirements. But the 
negotiations with the U S Govern¬ 
ment were stretched because of our 
unwillingness to submit the opera- 




tion the Tarapur project to 
supervieiot) by the Internatiomat 
Atomic Energy Agency, which the 
U 5 could not but ineist on as a 
condition for supply of enriched 
uranium considering that it is the 
sponsor of ithe system of I A' E A 
supervision. We were prepared to 
accept supervision by tlw U S but 
not by the I A E A, on the usteiisi- 
ble ground that U S supervision was 
likely to be Jess onerous than the 
1 A E A’s. 

According to a joint Indo-U S 
press release issued in Washington 
on Tuesday, though supervision of 
the project is to be in U S hands 
initially, it is to be transferred to 
the IAEA once the international 
agency develops a safisSactory sys¬ 
tem of control to supervise large 
reactors of the Tarapur type. It 
thus appears that we have climbed 
down all the way and accepted inter¬ 
national control which, along with 
the Soviet group, we had stoutly 
opposed. This is not surprising, for 
our earlier stand accepting II S but 
not IAEA control made little 
sense There is nothing in the bila¬ 
teral agreements concluded by the 
U S with other countries to whom 
It has supplied riiiclear fuel to siih- 
stantiate the contention that U S 
control would he less stringent than 
the I A F A’.s (The Economic 
Weekly, September 29, 1962) Onr 
po.stlion on the qiie.stion of controls, 
it would appear, was mainly a face- 
saving one, intended to he con.sihl- 
ent with our stand in the IAEA 
opposing international supervision. 

Power from Thorium 

'J'HF question of .supervision arose 
from the (Hivernmciit’s decision 
to go in for the enriched fuel reac¬ 
tors offered by the American firm. 
Tarapur was originally i^ended to 
be of the natuial iiranuiln type Since 
we have no facilities for enriching 
iiianiiim, in- tbc' development of 
nuclear power ih,. lihd^ reactors 
using enriched fuel jCftp consi¬ 
dered onlv after /quantities 

of plutoniui# ha'vr/^Hwf bwn pro¬ 
duced in reactors using natural ura¬ 
nium And the long-term , objective 
has to be to make use of ’thorium, 
which alone we have in abundance. 
The Bulletin of the International 
Atomic Energy Agency in its April 
1963 issue has this to say about the 
possibilities of using thorium as the 


" V "i.j r '■ ' . 

haisH of a nuclear pow^ pro* 
gramme: 

“A country with large supplies 
of thorium may be able to sus¬ 
tain a power programme by 
operating reactors on the thorium/ 
uranium'233 cycle. Once enough 
uranium-233 has been prodaced‘ 
by the irradiation of thorium by 
neutrons released in the fission 
of uranium-235 or plutonium, 
the reactor will need no fresh 
supplies of fissionable material; 
as more, and more thorium is 
fed into the reactor it will go on 
producing its own‘ fuel in the 
form of uraniuni-233.” 

But reactors using thorium are 
yet to be developed. At pre.sent 
thorium is used as a fertile material 
fie material from which nucleai 
fuel can be produced 1 in a few 
power reactors in the II S and 
U K. All lhe.se reactors are. how¬ 
ever, “basically expeiimental and 
intended to provide information 
on many unknown aspects of tlie 
thoinini/iiraiiiuni hreedei techno¬ 
logy’ It will be sonielinie before 
sucli reactors are developed for 
opeiation on an industrial scale”. 

But since plutoiiniin can he pro¬ 
duced fiom uranium-238 in natuial 
iiianium reactors it is possible to 
start a nucleai powei progiainine 
w'ith natuial uranium reactors and 
produce enough pliiloniiini ovei a 
period of time to go on to pintonnim/ 
uranium irartors Even the enric¬ 
hed uranium using reactors to be set 
up at Tarapui will produce pfuto- 
nuim as- by-product but this pluto¬ 
nium will have to he used in these 
reactors themselves under the terms 
of the proposed agreement with the 

u s. 

While the capital cost of the en- 


The Economic Weekly 

Foreign Subscription ijlate 
Due to increase in fof^Ign 
postal rales it has tfbuhd 
necessary to revi.sf, out 
subscriirtion rate. With effect 
from JuJy„fl963, the -,gpmwl 
foreign, subsexintipn will ha . 
Rs 34, 50s or 8 7. 

A Fernandls 
Buxiness Manager 
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ricb^ uranium plant by dw 

t G E IB substantially lower than 
that of a natural uranium plant of 
like capacity, it will depend for its 
operation on imported fuel. Thus the 
joint press note referred to above 
states th^tr/''tb(e Tarapur station will 
'be oper^tco bfl' enriched ura^ 
nium supplied by the U S or pluto¬ 
nium' produced' therefrom”. It is 
estimated that-p addition to the 
initial fuel charge which would cost 
somewhat over Re 7 crores, !m|id(ls 
of fuel from the U S would iw of 
the value of Rs 2 crores annually- 
. These imports may he reduci^ 
somewhat insofar ag the plutonium 
produced as by-prodtict in the reac¬ 
tors can be substituted for enriched 
uranium. 

It may be poin^ out that the 
U S IS now neither the only source 
of supply of enriched uranium nor 
even perhaps the cheapest. In Bri¬ 
tain. for instance, the cut-back in 
military and civil nuclear program¬ 
mes has rendered huge ennehment 
plants set up at great cost partially 
idle and the British Atomic Energy 
■Agency recently decided to offer the 
enrichment facilities at its Capen- 
hiirst plant for hire. This has open¬ 
ed up an alternative .source of sup¬ 
ply of ennrhed nuclear fuel which 
foiintnes embarking on nucleai 
power programmes will find attrac¬ 
tive not only because it is said to 
be cheaper but ubso because the con¬ 
ditions attaching to supply of en¬ 
riched iiianiuni from the U S will 
not presumably be insisted on. Of 
couise, in tlie ca.vp of Tarapur with 
American plant and American cre¬ 
dit there was leally no choice as to 
the source of supply of fuel. 

Cost of < O S 

HOSB. w’ho .are. to pay the com¬ 
pulsory deposits^ jnay be ex¬ 
pected to gramble. but what about 
tlio-e at the nhjeiving end, like the 
post oHtc<W,^^|br instance? 
delects an' Ulid<?r-current of urtwIfV 
dismay, if ,nqt despair, at the mag- 
riitude' ' of. me task facing them. 
Beifig ' offigis3s, they cannot speak 
nut and the Director General of 
■Post Teleipraphs puf on an air 
-irf‘ "cneerTul optimism when he 
'told the press that he was not 
quite sure whether the number of 
accounts the post offices will have 
to handle was nine million or five 
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IN STEP WITH TOMORROW 

New processed foods, new phai 
and many more new products ai 
the Indian market everyday. The 
packaging problems ■ At Poyshj 
leading tin container makers ii 
they are always geared to me 
ments of their customers^^M 1 
ered the manufacture^Off 5’^ 
Soon these will beJjiHograpl^d 
the agenda is a radch wide/expi 
range of pacl^aging mate/ial. W 
plans are rp^yfor the s^ing upi 
factorie^^ the heart of me fruit ' 
growing areas to help me cap/ 
apdreconomical canning fapiiitii 
ideed always in stepywitMbmo/ 


TOR «R«CT RROrecnVE PACKACinc 


INOU8TRIAL1o.,LTD. 



/ 


laceuticals, 
coming on 
create new 
one of the 
^ country, 
l/require- 
itp^e/Npione- 
Ju\ce cans. 
\o. Wext pn 
jsion of th 

I at isVnore, 
f subsidiary 
vegetable 
with quick 
iPpV^a are 


Messei^l Road, \ X 

P O TaoW Road, \ 
BombayVS-DD Tel 73^1 
13, DLT iWuiirial Estate,\ 
NaiafiarhVoad Motmagar. 
New Pelhi\l5 Tcl 52326 ^ 
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.DONATE GENEROUSLY TO THE NATIONAL DEFENCE FUND 




f'r j'w.w’/’ '*■'viW,in','i'’.';-*■ 

^ wlio' will be tbe 
I««W figbjra . to proceed on, and CDS. An onerous harden ww 4U110 
w» doing hifr ^t. fall on the employed who nit 

Til. p,*!™ by .h. P»ttl 

•" ^ ™’“'“ t “'“i* " “>e.r discrStiL, fsom 

model of efeciency. in opening such t^e tax-paying category well, 
a large number of accounts at not, hoiever, onl 

short notice can be easily imagin- ■ • • - > . 

ed. They have been summarised 
and neatly classihed under “ac- 

commodation”, “recruitment and 
training of staff’' and “forms and 
stationery’’ in a press note issued 
by the P I B, rather bravely en 


■with making the necessary deduct 
tion every month from the cm* 
ployee's salarly and depositing it in 
the post office or bank account. The 
modified version of the CDS ex¬ 
empts non-income tax paying em* 

... , ..D . nM- u .. r .u pJoy^s who already pay not less 
.tied Post Offices Prepare for the than 11 per cent of their salary 

Compulsory Deposit Scheme . i„come as life insurance premia. 

Forms and stationery can be coirtributions to provident funds 
printed and staff recruited, though “’’d deposits in 10 and 15-year 

not with the required despatch, and cumulative time deposit accounts 

the CDS may even give an oppor- offices. At the heginnmg 

tunity to postal employees to pick ihe year the employer is expect- 

up some extra rupees working after to secure from every employee 

office hours, but what about the category a declaration of 

problem of finding so much ac- amounts he would be paying 

commodation? Of course, depositors t;ouise of the year, verify 

have been requested not to crowd these payments are in lad 

in at the busy po.st offices ot on the made and, m cases where the 
first few days of the month and amount paid falls short of 11 per 
post offices, lor their part, will .send salary, collect the lull 

out their employees to collect de- compulsory deposit pay- 

posits from the big employers in ahm by the employee. Further, the 
the locality. But how far all this employer is obliged to ensure that 
will help remains to be seen Those deposits are made on behalf 

who are aware of the disorder and employt^, the appropriate 

congestion which is normal in post entries are made in the pass book 
offices can only keep their fingers m the name of the employee, 

crossed. 

the employers but are to be made 
The lack of fore-thought and available to employees on request 
preparation with which the CDS at all reasonable times”, 
has been launched has also resulted • 1 , . , 

in a certain amount of wasted , had taken a rather cava- 

effort, the magnitude of which is, 'cr-like attitude to the administm- 
of course, not known One instance Problems involved, declaring 

may, however, be quoted here. At '^at the machinery to collect the 
first it had been announced that “•'‘eady existed in the case 

employers who made deposits on 

behalf of their employees would “;"ed by the scheme The C D S 
be required to get the latter to fill »''' jntroduced in Parliament stated 
in a form (Form A) individually on the basis of an annual de- 

and the accounts were also to be Rs 65 to Rs 70 crores, the 

opened separately. Now with the ‘«d‘i*lJonal cost on strengthening 
modification of the scheme which '’xi.sting administrative machi- 

makes it unnecessary to open a sepa- approximately estimated at 

rate account for every employee, "J jakhs non-recurring and Rs 

Form A has also become unneoes- recurring and 

sary. In the meanwhile, according ^ ^ crores per annum on 

to the preas note referred to above, «“ount of interest charges”. The 

the postal department had already dismay and^ apparent l^k of pre¬ 

printed and distributed nearly half paredness with which Government 


the total number of forms required 
and the balance was also being 
got ready! 

It is not the post offices alone 


departments are now facing the 
the scheme leads one to doubt 
whether these estimates of costs 
were at all serious. In any 
case, they do not indud* the cost 


' in terms o| tbn cotunlew lAiidber 
of moa-bours rqmit by tbn ptibRc 
on the majuiold cbores iimKnnd by 
tb« CDS 4 

Th» Upanri9d Wings ot Mt0 

cIoiitB of togionaiiani it buty 
not be always possible tp bcuM 
aside-but boa it necessariljF to ba 
completely divorced from aoRntnoa* 
sense? Like Pakistan. theMTc 
project is going to ihave two a^iiigs 
—one in Orisaa for the manuftuitlute 
of the engines and the other in 
Maharashtra for the frames. £yen 
if the two cannot be combined in 
the same location for some obscune 
but unavoidable reasons, can^ tbil 
location of the two wings be 
with some consideration to the lame 
obvious economic factors nicb is 
supply of power, transport, boiisib| 
and raw materials ? 

Koraput came, into limelight some 
time ago aS the district with Ute 
highest reoord of, Cramdan. it 
seems to have gone into the shadow* 
with the stagnation, if not colUqMe, 
of the Bhoodan Movement. What 
particular industrial potential th* 
district may have, no one knows. 

But even if the twq wings are to 
be separated, need they be as wide¬ 
ly separated as the two wings of 
Pakistan ? And if the air frames 
have to be built in Maharashtra, 
what particular merit does Nasifc 
have as a suitable location ? Shri 
P K Ghosh, an aircraft engineer, 
has suggested in a letter to the 
Times of India, June 29, that it 
would be better to build these fac¬ 
tories where most of the facilities 
are already available and that the 
Department o'' Civil Aviation, in 
consultation with the Indian Air 
Force, should be able to suggest a 
suitable aerodrome as St Jactory site. ■; 
Nagpur aerodrome, perhaps, would 
be the most suitable for this pur¬ 
pose. It is large enough to accom- . 
modate both these factories, itt-Js 
centrally situated and well served 
by roads and railways. Moreover 
there is hardly any air traffic at 
Nagpur except for the night airmail 
mrvice and this alone should give 
it a decided advantage over the 
other aerodromes which one could 
think of. 

There would be the problem of 
tranqiorting engines all the way 
from Koraput to Nosik by rail. The 
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Ilfddnction at prMent con- 
.'b^j^ only a f<rw engines 
iiv a may not be much of 

ft problem in ilM'lf but m Musik, 
too, it will also largely be a ques¬ 
tion of building up a ■lepdrale town 
Aip« conutruction of an strips and 
4,.yontrfi|^. tower. A more rational 
of-«fle could cut oui inurh 
tim^'Oonsucriirig ami wbotly 
IkiiiMcaMftry investnieui 

M » 

ihipfiaii for Capifal Market 


iu> (luiibi that liie capi- 
raV market has Iwew s.liiggwth 
for nearly a year now Investors 
had turned cautious even liefore the 
ChineM aggri'saion Since then 
iltere baa lieen practically no acti¬ 
vity at all. A recent study shows 
that two-tliirds oi the nevs shares 
taRUed'xince January IbSy are now 
quoted at or below jiar. Fven 
tncMe which command a premium 
have bpeii maiked down mgndi- 
Cantly. The situation is certainly 
'gloomy Market centres aie askiiii' 
fbi a relaxation of hank advances 
against shares and for larger and 
concerted • support from I, I (1, 


Capita! (’tew 


I F C and ! C I C-l. The suggaa- 
tioris may be accepted in Mine 
measure at least but whether they 
can dispel the gioom is a different 
iiialter 

The prolonged state of inactivity 
in the market ig not the result of 
whiii are generally described as 
market factors, which are amen- 
alde to institutional control. The 
woiveiling foreign exchange situa¬ 
tion has made industrial expansion 
ddliculi and hazardous. There is a 
genuine fear that defence imports 
will col into development and 
muinlenance requirement* This 
lacior IS of far greater importance 
than tile posgihle liability to super 
profits lax which is expected to 
affect only a few companies in a 
lug way, it IS also a factor which 
IS beyond (iovernmeni contiol. 
Hc-sides cost inflation is eating into 
prolits and many riew projects have 
run info difficulties, some manage¬ 
rial. I'hese problems can hardly be 
lemedic'd by institutional support 
to the market 

I'bere are also limitations to in- 
vliiuliciiial su|ipott Hunks can 


TH A'lllit'' 

raise their advances against lium 
if the Reserve Bank witbdMws, (to 
order which places a ceiling, on 
such advances, but banks ilieiTHMVes 
are not that flush with funds. LI C 
purchases, as in 1957. and 19S8, 
can only reduce the load of float¬ 
ing stock; they cannot revitaiiae 
the market. And 1 F C and ICICI 
can help only rtiarginally, for they 
are interested primarily in loans,' 
not in shares; at best they can 
speed up disbursement of foreign 
exchange and extend their under¬ 
writing So, where do we go from 
here? 

Obviously, one cannot get back 
to the boom of 1960-62. There 
was, as has often been pointed out, 
little justification for the official 
pre-occupation and concern with 
the boom then, corie.spondingly, 
one need not be too pessimistic 
about the present situation. The 
basic remedy, as before, lies else¬ 
where. not in the market. Mercurial 
changes of market sentiment apart, 
the market can improve only when 
the over-all economic situation 
clears up 


Assessments, Evaluations and ff'ork-outs 


THE Prune Mmisiet re(uun>s| from 
Rasiiinu bursting with energy, 
but refused to be drawn inln j dis¬ 
cussion on Cabinet puiges ami le- 
shuHles, He is now bnsv exli.rusimg 
himWlf III ‘meeting ihe people As 
foi his colleagues, they liaidli spend 
any liltie in Delhi these days It’s 
hot and sticky — and llteie aie so 
many trips and louis po.ssilile with¬ 
in the country and outside ihai it 
»eem.s a shame to pielend to be 
working Dll vital mailers of Slate 
when everything awaits the Pume 
Minisier's ‘revelations' about tfie 
future 

It now appeals more oi less eer- 
lain that, in the ahseiue of .my 
serious -ind susUnied study by our 
owm poluv-makers the ‘lexel-ilions’ 
will be roiulilioned by ibe d.welop- 
ing -spill wilhui the conmniiiivt world 
and the almost paialh-l mmrs bring 
made to ease tensions belweeu the 
U S A and the S K Of Oourse. 
iheae ircnda c(^ he divni.sM-,1 as 
‘seasonal' judging from ihe menu 
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Roinesh Thapar 

rial beliavioui patterns udoptixl iiy 
the leading statesmen of the opposed 
powei bloys. Hut. for the fust lime 
the evidence is eoiiliaiy m a solid 

si'iise 

(.liinecie l,rnrr 

Ollieidls j( the Ministry of Fxtei- 
nal affairs are poring over the tur¬ 
gid prose of the letter of the Centra) 
(.ommittee of the Communist Party 
of (.hiria to tfie Central Committee 
c)f the Communist Parly of the 
Soviet Union dated June 14. For 
the first time, the dclTerenees are 
frankly stated and it is clear that 
there can fie no reconciliation; in¬ 
deed, a call for struggle against the 
present Soviet leadership is implied 
Interest in the letter has increased 
following the Chinese demonstra¬ 
tions at the Women’s Congress in 
Moscow and the expulsion of cei- 
(am Chinese diplomats and citizens 
from the" Soviet Union. TTie coiivic- 
iionrgroiiis that India’s job of iso- 
>at*.9g ctfee .OlJtJW.M going to be- 
Cbtne easier. 


However, this assessment should 
not cieate the impiession that the 
Chinese have been defeated ideo¬ 
logically within the communist 
world and among communist and 
pio-commimist parties. Indeeil, ii 
would not be an exaggeiation to 
say that, despite the demonstra 
lion.s of ideological unity bv a 
majority of communist parties be¬ 
hind the Khrushchov Ime, not a 
single communist party is without. 
Its active and vocal Maoist group. 
To dismifts these elements as the 
agents of Peking would be tanta- 
mount to surrendering the initia- 
I've in the fighi against communist 
do^as, for Peking is moving ski) 
fully ai^ will not be defeated by 
generalised denunciations. 

India’s policy-makers haw to 
take serious note of these debates 
which affect the balance of power 
upon which we plan to preserve 
our national interests. The old 
idea that the only per.sons involwd 
m these tilings are the local 


com- 
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munists will hav« to be abandored 
if we are to manoeuvre effecliv'ely 
in a debate whose repercussions 
will be fell throughout the world, 
and particularly among the ‘op 
pressed peoples and nations of the 
world’ in Asia and Afnta. It is 
their support that Cominunisi 
China seeks, the support of the 
Black, the Brown and the Yellow 
against the White communists. Yc', 
it would he idle to ignore flic fai t 
that the Maoists intend to asscii 
their leading role in the communist 
movement by adopting lacial and 
coloui divisions which happen to 
coincide broadly with the econo¬ 
mic divisions of our world. 

The ‘theoretiral’ trappings with 
which Communist China adoins 
her nationalistic, hig-power postures 
can confuse opinion in the under¬ 
developed world unless a conscious 
effort IS made to expose these 
sophisticated strategenis of the 
Maoists. India, placed as she is 
geographically. politically and 
economically, must he in the fore¬ 
front of this ideologit al battle. 
This IS the truth that out policy¬ 
makers. and particularly the leaders 
of oui political parties, will have 
to face in the coming months 

Llnprepared Pnlitieians 

That w'c are nowhere neat pre¬ 
pared to play this role can be seen 
from the stale of the organisation 
most equipped for the confronta¬ 
tion — the Communist Party of 
India It (ontinues to divide, 
dullard-like. on the basis of 
Khtushchovisf and Maoist positions 
with an occasional Togliallisni 
thiown in No voice rises to assert 
the interests of India in a fast-chang¬ 
ing international situation If the 
eommuni.sls aie incapable of pei- 
CPivirig the trends which aie dis¬ 
cussed in a jargon with which they 
are familiar, then who can blame 
the politicians and hiireaucrafs for 
their aimless meanderings They 
only note the noises of the daily 
newspapers, absorb an cKcasional 
copy of a cheap ‘digest’ or ‘com¬ 
pilation’ or relax with ‘Profumoised 
pulp’! 

A dispassionate, thoroughly re¬ 
searched and balanced work-out of 
our national interests and how 
these are to be preserved or de¬ 
fended in the world community is 
long overdue. This is not a plea 
for unthinking chauvinism but for 


hard-headed assessments. Only then 
can we hope to build the super¬ 
structure. Every nation, particularly 
those who lead events, performs in 
this fashion. When will we imbibe 
this basic lession? Jt is a question 
which is being widely asked in the 
Capital, a question which cuts 
across party lines and labels. And 
it is an encouiaging sign. 

Inlemal Oiallenaes 

Naturally, national interests are 
not confined to foreign policy alone. 
They are incited in the internal 
challenges too. But, surveying the 
controversy on planning which is 
again being j'oined, ii looks ve>ry 
much as if few of the protagonists 
on either side have bothered to 
apply their minds to locating the 
national interests One such know¬ 
ledgeable observer .summed iiji the 
< risis when he suggested the other 
clay that [lerhaps it would he a heal¬ 
thy development if political parties 
di.ssolved and reformed on the basis 
of supjioit to varying lates of eco¬ 
nomic giowth' W'hal .1 lovely 
thought, to cut out a lot of the 
mumbo-jiimho which parades as 
jiolitical ideology and leduce pro¬ 
gramme's to rational, compreliensi- 
lile — and revealing — cliniensions. 

As in foreign policy, so loo in 
economic affairs, we are devotees 
of the pragmatic .ippioach or. 
what the bureaucrats call in then 
jargon, judging each jilan and pro¬ 
ject On individual merits Nerd]e.ss 
to say. this judging is done by non¬ 
technical men who do not possess 
the rudiments of an evaluation 
system - • something without which 
even the most primitive private 
enlrepreneni would refuse to ope- 
late Out bureaucrats are diffe- 
leiit They rightly surmise that 
evaluation systems, punched card 
systems and computer systems will 
(lesfrcvy iheir system of patronage 
and power. Thev. therefore, op¬ 
pose the mtioductioii of these vital 
aids and take lecourse to a pyra- 
mid-like striictuie of committees 
which blunt responsibility, cause 
incredible delays in decision-mak¬ 
ing and generally waste our limited 
resourc es 

I’niess this structure of com¬ 
mittees IS broken, there seems no 
hope of a take-of in any direction 
We shall remain paralysed The 
only significant fact is that pres¬ 
sure is mounting from all our 


foreign friends, ‘capitalist'* and 
‘communist’, to do something 
drastic about the self-defeating ways 
of the Indian bureaucracy. But 
what ? The system of patronage 
and power has taken deep roots, 
roots uj^on which so many feed and 
fatten. Perhaps, to start with, 
punched card and computer systems 
should be demonstrated in the 
Development Wing. The result 
would be startling, according to 
the experts, who claim that a hand¬ 
ful of men would scxin be proces¬ 
sing rapidly and efficiently the 
flood of applications for industrial 
licenses and .such matters. This 
‘pilot project’ would soon sound 
the death knell of the vicious Com* 
miltee system and ‘free the files’. 

Fatalistic Attiludes 

But enough of thi.s diversion. 
Wc were discussing the need for 
haid-headed foreign policy assess¬ 
ments, and these cannot be done 
by punched card and computer 
systems. Trained men will have 
to be found to apply their minds to 
fast-changing in the wot Id today. 
This cadre is not easily mobilised. 
The vacancy caused by V K 
Kii.shna Menon’s exit from the 
G 0 1 lb sought to be paitially 
filled by Shnmati Vijayalakshmi’s 
appointment as leader of the 
Indian delegation to the United 
Nations. Apparently the Prime 
MinistPi IS of the opinion that for 
the moment it would he best to 
let his .sister do part-time work at 
the UN with her usual diplomatic 
charm He forgets, however, that 
a very murh more jiositive inter¬ 
vention is expected of India — and 
this, despite the loss of face follow¬ 
ing the Chinese inva.sion 

Our close friends in the United 
Nations, together with the other 
non-aligned among the Asian and 
African Stales, expect us to move 
boldly to counter the mischievous 
campaigns launched by China to 
di'-credit us. If we are content in 
these troubled days to put on our 
best party manners and refuse to 
say or do anything which might 
offend, then we might as well stay 
at home No one has any respect 
any more for the smooth and dull 
performance. Is the Prime Mini¬ 
ster unaware of these moods or is 
he merely playing for time ? 

Move at any level in the Capital 
and you will come up against an 
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mtraorduMry feeling of despair 

IU>d demoralisation No new 

WMMmentSy evaluations and worlt- 
OBts are being attempted A 
fataiUtic altitude prevails, lieigli- 
teoed by the ‘don't-care’ manocuv- 
rings of the ruling elite The 

Patnaik-Mabaub ex< hanpes for 

imuunplet are an extraordinary com- 
mantary on the extent of corruption 


in high places. As fdr Bird S Co, 
It has been resolved to keep the 
‘droppings’ hiden from the public 
view The destruction of Malaviya, 
therefore, certainly looks as if it 
was deliberately organised and de¬ 
liberately played up A little 
more of the right kind of delibe¬ 
rate activity might do the countiy 
a great deal of good! 


TtilE 

Tail-Piece: The action 
Bisd & Co, and the widespread raids 
on the private files of those con¬ 
nected with the Company, have per¬ 
suaded a laige number of busfitess 
hou-«i to launch a 'burning of the 
book^' compaign 

Keep everything in your head 
IS now the slogan 



AXLE BOX HOUSING 


FOR 

INTEGRAL COACHES 




Roller 8e.iring Axle Box Housing manufactured 
by IISCO ensure smooth and safe running of 
rolling stock 

Finished Weight • - IM lbs 

Specification . 1RS-M2-48 Grade I Class ‘C* 

Step! Cistings up to 3 tons are produced to 
B S S IRS or customer’s specification m rhe 
modern xnd mechanised steel foundry at the 
Kulti Works of the Company. 


THE INDIAN 
IRON & STEEL 
COMPANY LTD 

SALES DEPARTMENT 

f2 Mission Row Calcucu I 
/Vtondfinr Af«nts 

MARTIN BURN LTD 

Martin Bufn Hou«« Calcutta I 
Beenthei 

Naw t^cihi Bombif Kanpur Patnp 

Agents in Sewth fndle , 

Tht South Indian iKport Co 
Madraa ( 
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From the London End 

Take - Over Bid for Burmah Oil 


I^ONOPOLIES and mergers are 
once again in the news as a 
result of the £ 290 million bid made 
jointly by British Petroleum and 
Shell to take over Burmah Oil. The 
issues which were raised by the un¬ 
successful I CI — Courtauld deal, 
and which were never settled, are 
coming up once more. Public con¬ 
cern about the consequences of 
mammoth mergers has been growing 
and this latest bid, coming after 
Trinidad Oil, Ford and Courtaulds, 
shows that no firm is now large 
enough to be free from the threat 
of a take-over bid. 

In April this year, statistics were 
published in the official publica¬ 
tion, Economic Trends, to show that 
between 1954 and 1961, nearly 
£ 1,600 million had been .spent to 
cover the cost of investment in sub¬ 
sidiaries. Spending by Britain’s 
quoted companies on mergers and 
take-over bids has been rising sharp¬ 
ly Total annual expenditure on 
acquisitions, which soared to £ 307 
million four years ago, increased 
by a further 10 per cent both in 
1960 and in 1961. 

Will Reduce Coveriuneni’s Holding 

A significant aspect of the bid 
for Burmah Oil is that if the bid 
goes through, the Government's share 
in British Petroleum will fall from 
52 per cent to 4B per cent. Argu¬ 
ments are being advanced that this 
small fall is a mere token reduction, 
that it can be brushed aside since 
the lower figure will still give the 
Government the same degree of 
nontrol of the company and that the 
figure of 50 per cent is mcrelv of 
accounting significance. Again, 
much is being made of the fact that 
since Burmab’s main interests are 
outside the U K. the question of 
monopoly in the domestic market is 
not significant. 

It has been rumoured that the 
main reason for this bid is British 
Petroleum’s fear that the BP shares 
owned by Burmah Oil are vulnera¬ 
ble to a foreign take-over bid 
Burmah's holdings amount to 24-i 
per cent of the BP equity It is 
,claimed that US financial and oil 
interests have had their eyes on 
Burmah and that one U S company 
nearly made a bid. City rumours 


indicate that the American compa¬ 
nies which might have been inte¬ 
rested in Burmah Oil include Stand¬ 
ard Oil of Indiana, which recently 
bought Vigzol Oil; Continental Oil 
which bought Jet, and Phillips 
which has fast-growing interests in 
Europe and the Commonwealth. It 
is further rumoured that the Trea¬ 
sury apparently gave no sign that 
it would withhold permission for 
such a bid if it came. This naturally 
raises the question of the Govern¬ 
ment’s attitude towards foreign bids 
for important companies. 

Taken by Surprise 

News of the bid threw the oil 
.share market into a state of con¬ 
fusion after Stock Exchange hours, 
and the offer itself came a.s a sur¬ 
prise to the Directors of Burmah 
Oil, who only last Friday denied 
any knowledge of take-over bids. 
Talks between BP and Shell to bid 
for Burmah first started nine months 
ago in October-November, 1962 
Early in 1963 BP and Shell asked 
Lazards to act as their financial 
consultants In January. BP obtain¬ 
ed approval from the Treasury-— 
as Bp s controlling shareholder 
ft was not until Thursday of last 
week that the £290 million offer 
was taken to the Chairman of 
Burmah Oil. 

Burmah Oil was floated in 1886 
by the remarkable Glasgow mer¬ 
chant David Sime Cargill The 
company i.s .still dominated bv 
Scotsmen. In the early lOOOs, 
Burmah Oil gave birth to British 
Petroleum Burmah Oil owned 97 
per cent of Anglo Persian, the 
original British Petroleum, until 
Sir Winston Churchill’s celebrated 
business coup of 1914 The Gov- 
ernment then obtained half of 
British Petroleum’s capital So now 
the wheel has come full circle with 
^e offspring bidding for the parent 
firm 

Capital ReconstnieUon 

The new proposal involves a 
capital reconstruction of Burmah 
Oil and the distribution of its hold¬ 
ings in BP and Shell Transport to 
Burmah Oil holders, and the acqui¬ 
sition by BP and Shell of the whole 
of Burmah Oil’s share capital as 


reconstructed. The proposed Burmah 
Oil capital reconstruction envisages 
the distribution to its shareholders 
of the £64 million Ordinary BP 
slodc and 16 million Shell shares 
now held in the Burmah portfolio. 
From the point of view of Bultnah 
Oil shareholders, the upshot of 
these proposals, if approved, is that 
each £ 100 of Burmah Ort^aty 
Stock would be exchanged for £85 
of BP stock, 17 Shell shares and 
just under £46 in cash. In addition, 
there would be the right to any 
benefit that Burmah Oil may get 
for its war damage claim against 
the British Government. The essen¬ 
tial part of this offer is that British 
Petroleum and Shell are prapared 
to pay £90 million for Burmah’s 
assets other than its holding of 
their shares. Shell’s half of the 
£90 million consideration will be 
entirely in cash; BP will find it* 
half share by the issue of nearly 
16 million new BP shares and the 
provision of £2,800,000 in cash, 

Burmah Oil’s Interests 

The chief reason for the joint 
offer by Shell and BP to acquire 
the Burmah Oil Company is that 
Burmah itself owns a quarter of 
the BP Ordinary share capital and 
also a substantial shareholding in 
Shell Transport and Trading But 
since a company cannot in law 
buy its own shares, the existence of 
these holdings makes it impossible 
for Shell and BP to make a straight 
take-over bid for Burmah Oil. The 
proposals cannot, therefore, sue- , 
ceed without the agreement of the 
Burmah Oil Directors; the capital 
of Burmah Oil will have to be re¬ 
constructed and, since Burmah Oil 
is technically a Scottish company, 
the approval of the Scottish Court 
will also have to be obtained. 

Burmah Oil is not in the front 
rank of oil companies. Its opera¬ 
tions are relatively small compared 
wtih the American, British, French 
and Italian giants These opera¬ 
tions are sratteied throughout the 
world in India, Pakistan, the Gulf 
of Mexico, North America, Peru, 
the Republic of Ireland and to a 
small extent in the U K. Recently 
Burmah Oil acquired the Lobitos 
Oil Company, which in addition to 
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itK traditional int*'rMt« in Prru. 
alto own» large conceasions m the 
Canadian Arctic. Lobitos di»tri- 
butrs oil products in Ireland and 
control* the Manchester oil refincrv. 

The main interests of Hurmah 
Oil are summarised below It will 
be recalled that the rortifianys 
aMociation with Hurma iwelf was 
(nrongbt to an end last yeai. 

(a) tl K and Eire Two reline- 
Ties <2.'i0,00<l ions and 
155.0<X) tons'! , oil product 
marketing facilities, mainly 
in the industrial lubricating 
and specialiiy fields, mecha¬ 
nical seals manufacturing 
(b| India- Refining and pro¬ 
duction, partly with fiovern- 
ment; refining and market¬ 
ing in asf^Hiation with Shell 
(cl Pakiitan Refining, and oil 
and natiiial gas production 
with (loverrmient, maikcting 
in association with sliell 
fd) Aualralm: Plxploration with 
Murphy and olher.s 
(q) Canada-. Exploration, partly 
in association with Murphy 

(f) Peru-. Production with Stand¬ 
ard Oil (New Jersey). 

(g) Ecuador. Production and 
refining 

(h) V fa A-. Exploration with 
Mur^ihy. 

Although compared to the other 
oil giants Hut mall's inslallalions 
are small, they would fit neatlv 
with the world-wide operations of 
both Rrilisli Petriileiiin and Shell 
The Royal Dutch Sliell Croup have 
a very substantial stake in the 
Western Hemisphere, while RF’ has 
also begun to expand theie iii the 
po.sl war years, particularly '■ince 
tile Persian interests were ieduced 
aflei llw Aluulaii crisis The deal 
would also piovide RP with more 
di\eisi(ii ation, It n uiulcislood 
tlinl Rritish Petroleum is partKular- 
K intcresied in Riiiniah's Canadian 
exploiiilion romp,lines winch theV 
l)»'lie\e ihei (nn make heller use 
of than Rurin.iii 

Itrilisli I’etroleiini — (’.liiel 
Iteneiiriarv 

It looks .IS though tile iiufiiiliie 
in this sle.d in.iy wi'il luni lonie 
lioin Riitish IViioleuin whirh 
stands to gam inois’ than Shell, in 
that It gets 11(1 of a holdei of 
per rent of its equit> — and a 
holder vulncialde to a bid, pro¬ 
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bably from America — and re¬ 
places it with a large number of 
small holders. Because of the new 
BP shares- to he issued, Govern¬ 
ment holdings will fall from S2 
jwi (cnf to 48 per cent and BP will, 
therefore, no longer technirally he 
Government-* onlrollrd. This means 
that it will Ire free to ojierate in 
some countries, particularly in 
Siiudi Americau which were pre¬ 
viously closed to it because of 
(ioveriirnent ownership of a majo¬ 
rity of the shares On the opr-ial- 
ing side, both Shell and BP will 
pet assets almo.st cntii-ely in mai- 
keting and refining 
The Board of Burmah Oil has 
advised holders to sit tight until 
their decision is announced on 
July 4 On an analysis it does not 
appear that the £00 million cash 
ofTei represents an attractive price. 
Rurmali Oil's trading a.sseis mchide 
n 50 [ler cent holding in Oil India 
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which i» growing into a £55 tiEtiiliou 
company owning a 720-tnuc oil 
pipeline across North East ^ India. 
Again, the share of refining in 
Bombay and Pakistan is probabJy 
worth another £15 million. Great 
Plains, even taken at cost, adds 
another .£5 millions £35 million 
must be added for the cost of 
I^hitoB, and a nominal value of 
£7 million for the Indian and 
Pakistan marketing companies. 
Tins nearly covers BP-ShelTs £90 
million offer, still leaving out of 
account the production interests in 
Pakistan, the US off-shore project, 
and the underlying value of the 
marketing romjianies It is un- 
hkidv that the bid will go through 
in its present form, since if the 
Biiimah Oil Company wants to 
fight, it eertamlv has the resources 
to do so. including trade invest¬ 
ments whi(h provided £4.8 million 
List veai 


Government of India 

4 Per Cent Loan 1969 — Issue Price Rs 99.50 Per Bs 100 
(Nominal) Eepayable on 8th May 1969. 

414 Per Cent I.<oan 1973—Issue Price Rs 100.00 Per Rs 100 
(Nomina!) Repayable on 23nd July 1973. 

Subscriptions to the above loans will be reeeived -imullaneously and will 
be limited to a total of Rs ■_’25 crores (approxiin.itely) Subscriptions may be 
in the form of (i) cash/rheque or ( 11 ) serurities of 2* per mu Hyderabad Loan 
1953-63, 4 per cent State Development l.oan» 1963 of Hyderabad. Bihar, Bom¬ 
bay, Madhya Bharat, Madhya Pnidesh, Mysore, S,iurashlra 'I'ravancore-Cochin 
and Ultar Pradesh, 4 per rent Loan 1963 of Madras and West Bengal or Mysore 
Government 4 per rent Conversion I,oan 1953 63, All lo,ins other than 2) 
per (ent Hyderabad I.oan 1953-63 will be accepted for conversion at par 2i per 
(crit Hyderabad Loan 1953-63 will, however, be .irccpted for eonvcmion at 
Rs 85 00 per Rs 85 71 (C) S Rs 100) 

Interest on the 2i per cent Hyderabad Loan 1953 63, 4 pt r cent Hyderabad 
Stale Development Loan 1963 and Mysore Government 4 per cent Conversion 
Loan 1953 63 tendered for conversion will be paid at the respective rates upto 
2lsl July 1963 On ihe other loans offered for conversion, interest will be paid 
,al the rate of 4 per lenl per annum upto 14th July 1963 ,ind for the period 
15lh to 21si July 1963, at the rate applicable to the new Io,aii ,ts applied for 

Interest on the new Iqans, which will be subjeet to lax under the Income- 
tax Art. 1961, will acrrue from 22nd July 1963 Interest on 4 per cent Loan 
1969 will be p,aid on 8th Nov'emher 1963 for the prrin-J 22nd July to 7th 
November 1963 and thereafter at half yearly iiiterv.vls Ini'rest on 4i per cent 
Loan 1973 will he p,aid half yearly on 22nd Janiiarv and 22nd July 

Subscription lists will qpen on 22nd Inly 1963 ,and close on 27th July 1963 
or earlier without iiolne 

Applications for the loans will bi received at 

(a) Offices of the Reserve B.ank of India at Bangalore, Bomb.iy, Cal¬ 
cutta, M.idras, Nagpur and New Delhi 

(b) Branches of the subsidiary banks of the State Bank of India con¬ 
ducting Goveminent tre.iiurv work, and 

(c) Branches of the State Bank of India at other places m India. 

For full p.vrlirul.ais apply tq any of these offlres or branches 
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A CaUuita Diary 

Howrah : '^‘Better and Better” 


F, b nett true that nobody goes to 
Howrah except to catch a train. 
The whole world goes there to 
catch cholera, according to India’s 
Health Minister who once said that 
a quarter square mile in Howrah 
bred all the cholera germs. (Do 
not ask me what she has done 
about it.) But one does not begin 
to understand Calcutta without 
having a close look at Howrah 
across the Hooghly, even as much 
of the famous American way of life 
IS incomprehensible without some 
knowledge ot Chicago. Bearing in 
mind the difference in scale, How¬ 
rah docs remind one more of 
Chicago than of any other place in 
the world; and the phenomenon is 
of tremendous relevance to Cal¬ 
cutta. Whether or not Bengal once 
thought today what India thought 
tomorrow, Howrah today provides a 
horrifying glimpse of what Calcutta 
may be tomorrow. 

In 1923, when the work of Re¬ 
presentative Andrew J Volstead of 
Minnesota was in its full glory 
in the U S A, some Chicagoans 
adapted the Coue formula and 
chanted “Day by day in every way 
Chicago IS getting better and 
better” If the Howrah municipa¬ 
lity had a particle of American 
enterprise, such would have been 
Its claim. And there is no piolii- 
bition in Howrah; only a dry day 
in the week. Thursday, which 
James Joyce used to call, with pro¬ 
phetic prescience, Thirstday Yes, 
illicit distillation is Howrah’s main 
industry Its crime rate is amone 
the highest in India It is ugly, 
ini redibly congested An excise 
inspector was rubbed out here some 
years ago. Rubber-out undetected 
Here it is more profitable to pay 
the local protection racket than to 
inform the police The pity is 
that It was not ever so. 

Priced Out 

Part of the situation was inhe¬ 
rent in India’s haphazard industrial 
development of which Howrah, 
with its many natural advantages, 
had more than its share Factone.s 
grew like mu.shrooras. Labour came 
mainly from the neighbouring 
Slates; men without women, so the 


women CAtne. Speakeasies flourished 
because the exebe duty was high. 
But proximity to Jamshedpur and 
Burnpur made it possible for How¬ 
rah to get steel cheap; and on 
either side of the Crand Trunk 
Road sprang up India’s largest 
conglomeration of auxiliary indus¬ 
tries. So it was until the Govern- 
menit of India decided that the 
price advantage was unfair to the 
rest of the country Few of those 
4(X) units now function and the 
thousands they employed had to 
find some alternative occupation. 
Some years ago there was a survey 
of Howrah’s industrial growth; i.t 
showed how this small town was 
contributing in a big way to larger 
industnc-s for whom it was uneco¬ 
nomic to produce under their own 
looih eveiy single component. 

The New Clasii 

Whether New Delhi’s regional 
justue has enriched the country as 
a whole or not, it has in recent 
years completely transformed How¬ 
rah An astonishingly large num¬ 
ber of people have no ostensible 
means of living. The proportion of 
non-Bengali labour has always 
been high in Bengal, but here in 
Howrah many Bengalis had pri¬ 
mary skills, and, with cheaper steel, 
they were doing well Deprived of 
the advantage, fair or otherwise, 
many drifted into all manner of 
racketeering. And rackets, as we 
all know, have a habit of growing 
into an organised industry In 
Howrah they arc organised, integ¬ 
rated and coordinated as almost 
nothing else in Bengal today. Gang 
warfares are rarely reported; they 
happen just the same and often 
People engage in affairs one would 
have considered, even a decade or 
so ago, as thoroughly un-Bengali 
activity. 

What has emerged in Howrah is 
a new class, which may be called 
a criminal proletariat It is free 
from all the virtues, and vices, 
traditionally associated with the 
Bengali middle class, the arche¬ 
typal bhadralog chewjng his pan 
and working, none too fast, as a 
clerk in a British managing agency 
house The “imago” is, so far as 


Howrah is concerned, thoroughly 
out of date. The dominant section 
of its population is no longer 
middle-class, although its origin 
is unmistakably middle-class. To 
put it differently, the Bengali mid¬ 
dle class in Howrah now lives a 
way of life which is neither Bengali 
i!ior middle-class. The brakes are 
off; all inhibitions gone. Nothbig 
is too low. You will find a How¬ 
rah youth, literate still, pimping 
not far from the huge railway sta¬ 
tion. During the day he sends 
hooch in such unlikely containers 
as cycle tubes to the innumerable 
bustees in Calcutta. As often as 
not he will “fix” somebody at a 
price Enterprise is not what he 
lacks. 

Perhaps all this has something to 
do with his initial un-Bengali acti¬ 
vity : working with his hands, it 
changed his outlook. He became un¬ 
sentimental, rootless and ruthless, 
adventurous Steel gone, he remain¬ 
ed steely; and he no longer makes 
knives but uses them. He no longer 
makes locks, he has turned a wagon- 
breaker, trained in a regpilar school 
of wagon-breaking. He used to make 
bells for the cycle industry; today 
he IS better at stealing cycles. It 
IS perhaps unfair and incorrect to 
attribute all this depravity to the 
equalisation of steel prices; but that 
may well have been the beginning. 

Out of Control 

Where Howrah, fast getting beyond 
control, is significant is that it shows 
the direction in which an initially 
detent society will move when it is 
deprived of its economic opportuni¬ 
ties It IS just not true that there are 
certain things Bengalis will never 
do, what with their culture and all 
that. During the Bengal famine of 
1943 Bengalis showed how indiffer¬ 
ent they could be to deaths at their 
doorstep. In the Great Calcutta Kill¬ 
ing they showed they could, at a 
pinch, be every bit as beastly as the 
Punjabis they have nothing but con¬ 
tempt for In Howrah they are de¬ 
monstrating every day they are just 
as good as anyone el.se in criminal 
pursuits. To dismiss all these ins¬ 
tances as temporary aberrations is 
purely illusory. 
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Y«t it lUl Wmiii «ut of wiHi 
the itmiliar lionm ol £hsngali 
thougk and behaviour. Howndi, 
one jSiU likes to think, is untypical 
and unrepresentative of West Ben¬ 
gal. In i^ct all Bengal seems un¬ 
representative of Bengal. One is not 
tr^g to be clever in inventing such 
paradoxical statements. Even the 
virtually total elimination of the 
Bengali from Bengal’s economic life 
is un-Bengali. Dwarkanath Tagore 
was one of India’s first industria- 


'J’HE tour of Congress President 
Sanjeevaiah and his new ally, 
Raghuramaiah, through the Telan- 
gana area of Andhra had led many 
to surmise that the days of the 
Andhra Chief Minister were num¬ 
bered. Many political commenta- 
tators were rather surprised that 
Sanjeeva Reddy was keeping so 
quiet in the face of all this hectic 
campaigning by his rivals. 

His rivals’ claim had always 
been that while the Chief Minister 
had a secure grip over his legisla¬ 
ture party, matters would he quite 
different should he attempt a trial 
of strength in the Andhra Pradesh 
Congress Committee On June 22 
this is exactly what Sanjeeva 
Reddy did And he triumphed — 
by a margin which surprised even 
the most sanguine of his supporters. 
A resolution prausing his Ministry 
for its work generally and speci¬ 
fically for its decisions on highlv 
controversial issues was passed by 
203 votes to 36. His candidate Kota 
Punnaiah, who being a MP had 
been compelled to resign from the 
post of general secretary of the 
APCC by Sanjeevaiah, was elected 
to the executive committee by 203 
votes to 73. 

Sweepiim Support 

To grasp fully the nature and 
extent of Sanjeeva Reddy’s victory, 
it is necessary to quote some ex¬ 
tracts from the resolution which 
was passed. It notes “with appre¬ 
ciation the constructive manner in 
which the Government have been 
functioning since the General Elec¬ 
tions in solving the problems faring 
the State, such as the river water 
dispute, the Upper Sileru Hydro 


lists. One of his sow Idsl bQ in 
diif^iiig. One district ia Bwg&i, 
now in East Pakistan, produced more 
banks and bankers than any other 
in India. It is not true ttiat the 
founders of the Bengali renaissance 
never thought of giving it an econo¬ 
mic base. What went wrong ? When ? 
Why? How? Somebody should study 
Howrah; and it does not necessarily 
have to be the Ford Foundation. 

— Flibbertigibbet 


Electric Project, etc, and in im¬ 
proving the efficiency and morale 
of the administration, bringing 
political and financial stability to 
the State”. It .sharply assails the 
criticism of “some party members— 
some of them highly placed” and 
considers their conduct as “most 
objectionable” and draws the atfen 
tion of the working committee to 
this matter 

Nehru Did Not Oblige Sanjeevaiah 

Thus the humiliation of Sanjee¬ 
vaiah and his group is complete and 
no amount of walk-outs and air- 
dashes to New Delhi will be of any 
avail Above all, the image of a 
seething mass revolt among Con- 
gre.ssmen against the present ad¬ 
ministration has been destroyed 
Unless Sanjeeva Reddy commits 
some exceptional follv, it will be 
quite some time before he is 
challenged again. 

What are the factors responsible 
for this triumph? 

Sanjeeva Reddy was able to 
live down the rumour that New 
Delhi, and especially the Prune 
Munster, frowned upon him He 
had talked rather irresponsibly 
about the need to liberate Tibet, 
wbifb statement the Prime Minister 
publicly called nonsense; be had 
also been rather tactless about the 
lack of frankness in the higher 
echelons of the Coneres.s partv in 
New Delhi But these outbursi.s 
did not really matter. He bad vrtv 
vigorously defended non-alignment 
in the legislature at a time when, 
powerful voices had been raised 
against it. And during the collec¬ 
tions for the National Defence 


Fund he had‘ laahcd, mit at 
miserliiwKs of the wealthy and con¬ 
trasted it to the way in which tfae 
less affluent section had responded- 

As a result. Pandit Nehru must 
have seen in him the very embodi¬ 
ment of the mixed India about 
which he spoke in hia last press 
conference. Sanjeeva Reddy is a 
mixed and a mixed-up personality 
typifying the general run of Con¬ 
gressmen. Both opportunity and 
danger lie in this mixture. The 
average Congressman mi^t go 
either Left or Right, depen^ng on 
the mass mood and the directives 
of a powerful leadership. Pandit 
Nehru can swing the Congtess 
further left, provided the left out¬ 
side the Congress is simultaneously 
powerful and friendly. 

Some indications of Nehru’s re¬ 
fusal to commit himself to the anti- 
Sanjeeva Reddy group percolated 
through to Andhra. It was finally 
confirmed by the letter from Pahal- 
gam, written before the crumal 
vote. Nevertheless, the supporters 
of the Chief Minister felt it neces¬ 
sary to come out with an open and 
unequivocal statement in favour of 
the Prime Minister and his policies. 
The resolution passed at the APCC 
meeting also exhorts the people of 
Andhra “to continue to stand firm¬ 
ly by the policies — national and 
international — so well laid down 
by the Congress and so often 
emphasised by our beloved leader, 
Pandit Jawaharlal Nehru”. With 
this as the opening salvo, the op¬ 
position to the resolution looked 
very silly inded 

Caste Appeal Boomerangs 

What further weakened the op¬ 
position group was that it had 
absolutely no alternative platform 
or policy to place before the rank 
and file of the party. It had cam- 
paignetl against what it called the 
Reddv stranglehold and appealed 
to the Harijans and Khammas, 
forgetting that neither of these two 
castes are now the most active in 
the Congress here. By raising the 
anti-Reddv .slogan, it not only 
roused the Reddys into action — 
and the Reddys aie still the most 
powerful group in Andhra — but 
also brought upon itself the odium 
nf draggiric caste into politics. The 
Chief Minister’s group quickly 
rallied its Harijans and Khammas 
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Letter from South 

Sanjeeva Reddy Triumphs 




(Kota INtmaiah is no tnir-bJue 
RoHdy). 

Sanjoovaiah Innl to injrcl some 
“progrcKsioninri)'" into the rontro 
verity by dvrlann)? that the real 
enemy of the Toripiens was not the 
I^e/t but the Kif'ht Hut the Chief 
Minister never resjiondij to this by 
playintt up tlie ('ortinninist “dan¬ 
ger". He remained perfectly 
neutral on die is^ne and lamented 
in the AaM-mIdv ih.il Simdarayya 
was in jail, linn takinp the wind 
out of the sails of the Comniunist 
benches. It wii'- aclnalh the Chief 
spokesman of the S,ari|eevainli (jroiip 
who raised the (.omrnuiusl Iiopey. 
Allliri Salvan.ir.ivnna H.ijii rritieis- 
cd the re^ohillon “foi making; no 
mention O^ the retent speei h of 
the Coinmiiiii‘"i I’ailv (.hnirnian, 
S A Danpe. m Ifydeinh.id. callinp 
Upon the wnikmir dashes not to 
eontrihiile to the Xnlional Defence 
Fund. The ConimiiNiFl P.arly was 
the main i iieinv of the Conpress 
and, theiefeire, tliev eoiild not hut 
take note of the speeches and 
actions of the f.iiiiimiinisls How- 
ever, the l*f ( meets and piles no 
ihoupHi to It" 

A Vole namnsl (.hange 
This did not < III any tee and 
swung not .i sinple vole Tliere is 
quite a pood dinnk of Conpress- 
men who would wcdiome it if the 
fiotnmiinist pelil ion lamiiaipn apainst 
the new taxes met with partial 
sureess This would help it to con- 
vinee tlie Hipli ( oinin.md of the 
need to make some relaxations to 
preserve ni.sss li.iekinp for the 
Conpress, tihiiie .vll, m the rural 
areas. Xniida's lecent note has 
quite a few -iippoiters here 

It would he quite wionp how¬ 
ever. to cirpnl the ( hief Minister's 
triumph us a ihtniv for the Con¬ 
gress left oi as miiiip any mandate 
to push aiie.id with radical pnlieies. 
Notlnnsr of ihi- kind It indieates 
lhal the i/i/i'/c ipcci is powerfully 
eiilremhed m )hi Statr and even a 
ihaiipe (if ihe iiilinp faction is not 
to he I oiiiiU'lMiu ed foi cpifte some 
tiint 

Till iiitoii uili increase S.anieeva 
Heddv s seil-( (iiilideiu e and it is hi.s 
arrop.'iiK(■ that is Ins worst rnemv 
The wide in.iicMi of vntoiv could 
add to his |inde and thus lose him 
supfioilcis Xiiothei liahihlv his 
.sweepii!'; -iii eess imposes on him is 
that foi .1111 failure to pii«Ii Andhra 
forward hi < armol hlnnie mstahililv 
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interest accrues at 3 %. Withdrawing 
money is an easy matter: your 
cheque is cashed in less than five 
minutes. And you can do this as fre¬ 
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savings account with Union Bank 
and enjoy being a Very Important 
Person! 
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Prospero and Caliban 

The Middle Paiwage by V S Naipaul, Andre DeuUh, London, 1962, pp 232. 


JT was indeed a happy thought on 
the part oil Dr Erie Williams, 
Prime Minister of Trinidad and To¬ 
bago, to suggest to V S Naipaul, the 
distinguished West Indian novelist, 
that he “should write a non-fiction 
book about the West Indies”, the 
publication of which would be sup¬ 
ported by the Trinidad Governmetil. 
It was a fine gesture to a son of the 
soil following a generous scholar¬ 
ship which enabled Naip^iul to revi¬ 
sit the country of his birth and the 
locale of his novels. It was a wel¬ 
come throwback to what is now, 
alas, an almost extinct tradition — 
of making it possible for men of 
letters to voyage leisurely, to look, 
absorb and pen their musings One 
IS reminded of the type of endow¬ 
ment that took Lowes Dickinson on 
his travels to the Orient. Yet, “it is 
in no way, howcvei, an ‘official’ 
book. It IS not political, it sells 
nothing; its opinions and attitudes 
are only those of the writer”. But 
what more could one ask of so dis- 
(erning an obsetver of the West 
Indian scene and an accomplished 
artist in words ? The lesult is a 
sheei delight which puts it in the 
same genre as Graham Greene’s 
‘Journey without Maps’, Isherwood’s 
‘Condor and the Cow.s’ or Lawrence 
Burrell’s ‘Bitter Lemons’. Perhaps 
there is something m a talented 
novelist which gives him advantages 
as a travel writer. 

Here, then, are Naipaul’s impres¬ 
sions of five societies in the West 
Indies and South America — Bri¬ 
tish (Trinidad, Jamaica, British 
Guiana), Dutch (Surinam), French 
(Martinique) —which between them 
arc variations on the Prospero and 
Caliban tliemc as it were. Basically, 
this is a poignant tragedy of geogra¬ 
phical expressions, without an iden¬ 
tity or soul, of the pettinesses, 
frustrations, bafiflements and restless¬ 
ness of inbred nondescript societies 
hag-ridden by the not-quite-dead 
incubus of a historic past of slavery, 
indentured labour and the latifundia 
and commerce of metropolitan plan¬ 
ters and bucaneers. It resolves round 
the lack of history, tradition and 


creativity of any sort and the ob¬ 
session with colour and race. “'Ihe 
history ot the islands can never tie 
satistactorily told. Brutality is not 
the only aiihcuXty. history is built 
around achievement and creation; 
and nothing was created m the 
West Indies” It is a lecuiring 
theme which is elaborated m vary¬ 
ing degress throughout the booK 
Naipaul IS at his best when diagno¬ 
sing his native Trinidad which he 
left at the age of eighteen. “I had 
never wanted to stay m Trinidad 
... I had never examined this fear 
of Trinidad, I had never wished to 
. . . and It is only now that 1 am 
able to attempt to examine it. 1 
knew Trinidad to be unimportant, 
uncreative, cynical... we lived in a 
society which denied itself heroes . 
It was also a place where a recurr¬ 
ing word of abuse was ‘conceited’, 
an expression of the resentment felt 
of anyone who posssessed unusual 
skills. Such skills were not required 
by a society which produced nothing, 
never had to prove its worth, and 
was never called upon to be efficient”. 
Admittedly steel bands and calypsos 
do not add up to an indigenous cul¬ 
ture and the author’s delicacy pre¬ 
cludes even a passing reference on 
the vigorous (..aribbean gioup of 
novelist. 

Kacism, but No Nationalism 
One of the many puzzlements of 
the West Indies, at least to an out¬ 
sider, IS the virtual absence of any¬ 
thing like nationahsm. “There was 
no profound anti-impcnahst feeling; 
indeed it was only our Britishness, 
our belonging to the British Empire 
which gave us any identity”. There 
is, loo, nothing like revivalism for 
there is no past to turn to. The only 
exception is the bizarre Ras Tafan 
movement of the Jamaican negro 
with Its messianic overtones and its 
worship of Ras Tafari, the Emperor 
Haile Selassie of Ethiopia, and ad¬ 
vocacy of a return of the black man 
in the Indies to his African home¬ 
land ! It IS an extraordinary mani¬ 
festation of black racism. “God is, 
after all, black; and the black race 
is hib chosen race, the true Israeli¬ 


tes; the Jews have been punished by 
God lor their imposture”. 

Naipul is superb while analysing 
the complexities of race and colour. 
Kacial prejudice is no monopoly of 
the white, not even of the poor white, 
of which the most pathetic specimens 
are the Saintois of the Isle of 
Saints, who originally hailed from 
Brittany in France. The brown, the 
black, the white, the yellow and the 
mixed are all tarred with the same 
brush. It all boils down to who is 
‘m’ and who is ‘out’, the great di¬ 
vide between ‘we’ and ‘them’. The 
rest is merely a matter of fitting the 
despised group in the appropriate 
mental pigeon-hole. Thus in Jamaica 
today, “race - ~ in the sense of black 
against brown, yellow and white in 
that order - -- i® the most important 
issue The hypocrisy which peiinit- 
ted the middle class brow'n Janianian 
to speak of racial hainionv while 
caiefully maintaining the shade 
distinctions that preserved Ins pri¬ 
vilege is at last provoking anger 
and creating a thoroughly nega¬ 
tive black racism which could 
conceivably tiiiii llie island into 
another Haiti” The folks who are 
so offended by English attitudes 
towards colouied iinmigiaiits are 
gently reminded that “the attitudes 
to immigrants are the same the 
world over -- the stories about 
West Indians in England (‘twenty 
four to a room') are exactly mat¬ 
ched by the .stories about Grenadi¬ 
ans and others m Trinidad”. The 
West Indies is the pcifect laboratory 
for the student of race and cultural 
relations in a plural society — the 
clash of black, brown, white, yel¬ 
low, mulatto, with numerous i reeds, 
from Hinduism and Islam to all 
brands of Christianity including the 
inevitable Jehovah’s Witnes.ses and 
Gideons battling for tlieir yet un¬ 
discovered souls Afro-Asians in 
their more .self-righteous moments 
should read, mark and digest Nai- 
paul’s passages on this common 
burden of the human species Was 
it not Toynbee who. on being heckl¬ 
ed over “apartheid’’ by an under¬ 
graduate audience in India, rc- 
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iBtaifced th»l it wan no more than 
the Dtitoli for caste? 

But Naipaul is no ledinus mora- 
User and nor does ht Jiclong lo the 
international stage annv of the do- 
|(Ooder$. He jm eNsentinlly the 
civiiived travel lei. .1 lileiaiy artist 
MlMitive to eveiy delnale miuru'e 
of thought, feeling .ind <‘X|)ejleiire, 
yOt human enough to lose the ere- 
ature comforts whethn m the bar 
of the crowded immigrant boat in 
which he set out Im the Indies or 
when he looks longingly at the 
cellophaned snacks of his Anieiiciin 
travelling Lomfiamon m Riitisli 
Guiana. He has an uneanny inst 
incl ior rounlei-pnmling 






Sydeoham OolkKe 

Golden Jtibfiee 

The Sydenham College of Com¬ 
merce and Etfononaica will celebrate 
Its (jolden Jubilee on October 2. 
19r),'h 

hounded on October. 22, 1913, 
the Sydenham College hat been the 
pioneer of commercial education 
III the University level in thi.s coun¬ 
try and its past students have dis¬ 
tinguished thi^maelves in business 
and industry. 


THEE iS'iS NOETIC' 

On this occaaion, it la propuaed. 
to create a Golden Jubilee Fund to 
strengthen the Sydenham College 
Lihrary, develop the Research Centre 
It has got into a Bureau of Com- 
merrial and Economic Intelligence 
for undertaking surveys and research 
programmes, establish a chair for 
the subject of business management 
and to set up a well equipped and 
up-to-date statisucal laboratory for 
training in applied statistics. 


Memorable Vigiielte* 

The book abounds in superb vig 
nettes of men, matters and jdaces. 
There is the Negro with the ruined 
face on board the shiji and the 
usual motley collection o( immi¬ 
grants; the Jagans are there with 
all iheir faith and works and so is 
Burnham (‘the fine.si piiblu .speakei 
I have heard'). We aie taken into 
the wilds of Guiana, the gatish 
noon-lit streets of Tiinidad, the 

i irimness ol Dutch Sunnuni. into 
eudal Francophilit Martinique with 
its miserable remnant of an almost 

S ' otten East Indian community 
speaking a variety ol i.oirupt 
Tamil. The hnale is at u Sybarilie 
establishment in toiinst-ridden Ja¬ 
maica (a thoirsand pounds, foi two 
a month, caviare at breakfast and 
champagne every hour) but not 
before savoiiiing the grac loUMiess of 
its middle-class wot Id and a fleet¬ 
ing but vivid glimpse of the doll 
liouse shuns of Kingston. 

Yet the hook has an overhanging 
sadness. “Eor seven months I had 
been travelling through territories 
which, unim(Miitaiit except to them¬ 
selves and fund with every .sort 
of problem, weic exhausting their 
enogies in pettv powci squabbles 
..the [iiocess of foreettiMg ha> be¬ 
gun And the West Indies pie-oc- 
cupted with Its internal squabbles, 
hardly knows ji" ’['lu’ie is plenty 
of food heie fm sorial scientists, 
even the slidi lule and ioin|iiiter 
fiends, and bn the planneis and 
developeis who will doubtless des¬ 
cend on the deeoloiiised soi lelies. 


Ship By Great Ea$tern*t 
*JAG* SHIPS 



1NE GREAT EASTERN SHIPPING 
COMPANY UNITED 

Mmttit AfMMi 

L H. WIWMMWttU * 00. (MNUT) 
WVAII LTD. 

maiOfet: U, U tk u m OmOl Umkm l« 
■tmc*.- I. ain fta«. CibMW I. 
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Regional Over- Supply of Labour and 
the ‘Protectionist’ Argument 


Amitava Sen 


A common feature of the process of economic development of all industrialised countries is the cow- 
ceiitration of economic growth at certain starling points, where resources, both material and human, 
increasingly poured in from the lagged regions. This in spUe of deliberate attempts by the planners to achi¬ 
eve decentralisation through regvorud distribution of public investment. 

A O Hirschman has drawn paiticular aUetUwn to the impact of this process on the lagged regions 
in his book, “The Strategy of Economic Development”. In his view, the trickling down of economic 
progress of the growing points in the form of a growing market and increasingly favourable terms of trade 
for the lagged region will ultimately over-compensate the denuding of these regions of the key technicians 
and enterprising business talents and similar other polarization effects. 

In this paper / propose to establish that: 

fij The importation from the lagged regions even in the form of unskilled labour might impose 
some sacrifice on them in an underdeveloped economy tike India. 

(ii) Such lacrifice brings no corresponding benefit to the growing points to which such labour is ex¬ 
ported, if they are already burdened with an unnecessarily high overhead cost of labour. 

fill) The measures commonly suggested to correct this anomaly of) ^t/nportation of labour in an over- 
congested region are either inadequate, being based on a wrong diagnosis of the case, or they altogether 
neglect the long-run constderations. 


JNDJA, the lagged regions in par¬ 
ticular, Is faced with the prob¬ 
lem of bringing up too many chil¬ 
dren, many of whom do not survive 
to take their place in the labour 
force. By exporting labourers to 
the growing points, tlir exporting 
regions are deprived of enjoying 
the fruits of the productive efforts 
of a part of the population, while 
healing the burden of rearing these 
peisons till they attain the working 
age. But the emigration of labour 
implies that there is no comparable 
opportunity for profitable employ¬ 
ment of this surplus labour within 
the region Insofar as such emig¬ 
ration resolve.s these regions of the 
pressure on land and other natural 
resources, this must be counted 
among the ‘trickling down’ effects. 

But a significant part of the 
earnings of the labourers employed 
abroad is transmitted to their sour¬ 
ces of origin At first sight, this 
appears like a drain on the resour¬ 
ces of the growing points. But 
what the labourers transfer is us¬ 
ually money income, or only a 
command over goods and services 
while their productive efforts aug¬ 
ment the real supply of goods and 
services elsewhere On the basis of 
the National Sample Survey data, 
it has been found that the range 
of rural consumption contains a 
surprisingly high content cd locally 


produced goods and only a small 
proportion of rural expenditure 
crosses the urban-rural borders. 
(W Malenbaum, “Prospects for 
Indian Development”, p 184). If 
the production of these locally 
produced goods is limited by only 
a lack of market then the trans¬ 
mission of money income to such 
regions would be definitely advan¬ 
tageous But a high proportion 
of such demand is for agricultural 
commodities (specially higher-priced 
food categories) The supply of 
these goods being more or less in¬ 
elastic, their prices may be expected 
to rise and to that extent money 
income transferred to this region 
is neutralised by price rises. The 
strain on natural resources of this 
region is, therefore, not much re¬ 
lieved by the export of surplus 
labour. The price rise in this re¬ 
gion may be checked somewhat by 
the import of goods from a nearby 
(rural) region, in which case the 
inflow of purchasing power would 
be cancelled by a corresponding 
outflow from this region 

Impact on Backward Region 

Cannot the extra purchasing 
power transmitted to this region be 
used for productive investment’ 
Now, the productive resources of 
this region are not augmented 
automatically by the inflow of net 
purchasing power. If then a por¬ 


tion of this extra purchasing power 
is used for productive investment, 
the productive factors employed in 
such investment will have to be 
diverted from their previous use, 
presumably in the production of 
goods and services for current con¬ 
sumption. So far as we assume 
that the region has a surplus labour 
population, the price of labour may 
not rise, while the price of land, 
and other fixed natural resources 
will be raised by the bidding pro¬ 
cess. Moreover, a large part of 
the transferred money income is 
likely to be employed directly in 
the competitive bidding up of the 
price of land. As purchase of land 
involves only a transfer payment 
and is not a productive investment, 
it does not help to absorb a part 
of the surplus purchasing power, 
nor does it help to increase the pro¬ 
ductive capacity of this region, as 
woiild be the case if this surplus 
were invested productively. 

On the other hand, if a part of 
the surplus purchasing power be 
invested productively, an equal 
amount of forced saving would be 
generated in this region by the rise 
in price of goods for current con¬ 
sumption, which in turn would re¬ 
lease productive resources to be 
used in the productive investment. 
If this region imports goods and 
services or even productive resour- 
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ces froiD nearby lagged region, all 
these effects are transmitted to 
these regions. Besides, the oppor¬ 
tunity cost of exported labour is 
seldom likely to be near zero. There 
are reasons to believe tliat the la¬ 
bour that is siphoned ofl is only 
seasonally surplus, i e. the labourers 
are required at the exporting 
points during the peak time of agri¬ 
cultural activity when they come 
back to these regions temporarily 

This is pinpointed by the migratory 
character of industiial labour. The 
consequence is the neglect of agri¬ 
culture and perhaps less intensive 
farming than would have been 

possible if agriculture was accepted 
as a whole time occupation by these 
lahourers. This also leads to absen¬ 
tee land-management, insofar as 
the exported lahouters own agri¬ 
cultural land in these exporting 
regions. All these make the utili¬ 
sation of the surplus purchasing 

power in producli\p investment 

further difficult. Thus, though at 
first sight, the community of the 
exporting region seems to gain by 
escaping the co.st of maintenance of 
a part of its surplus labour, it cre¬ 
ates a number of problems which 
make the economic development of 
this legion more difficult. Lastly, 
we cannot ignore the social cost (in 
terms of the adveise effects on 
family and social life) of the two 
way mobility of these labourers 

Use of Imporlrci Labour 
Suppose the growing points, by 
pursuing a vigorous population 
contiol policy, can perfectly regu¬ 
late the supply of locally available 
labour. Then, on economic grounds, 
the substitution of local labour by 
imported labour would he doubly 
advantageous to the growing regions: 
by shifting the burden of rearing 
the labourers until they attain 
maturity and by paitly mopping up 
the purchasing powei generated in 
the production process through the 
transfer of monev income to dis¬ 
tant regions Both have the ulti¬ 
mate effect of releasing productive 
resources for uses other than for 
meeting the current consumption 
needs of the laboureis employed 
For a more detailed analysis of 
the second point, however, w'c have 
to know the composition of increas¬ 
ed expenditure in this region, in 
terms of goods and services. It 
can be assumed, a priori, that a 
part of this increasd spending will 


be on agricultural eonuapdities, 
necessitating their incjcaaed an^oria 
and involving perhaps a wonennig 
of the terms of trade of this region. 
However, N S S data again show 
that urban consumption at high 
levels tends to be distributed on 
goods produced in the urban areas. 
If the increased demand is for oom- 
modities the production of which 
is limited only by a lack of demand 
and not by inelastic eupply of pro¬ 
ductive factors, then we can say 
that the growing points have gained 
by the substitution of local labour 
by imported labour. But where 
such excess productive capacity 
exists, the Government can realise 
such capacity by injecting more 
purchasing power into this region. 
It may be mentioned here that the 
more distant the areas to which a 
portion of the money income earn¬ 
ed in this region is transferred, the 
le--s IS the likelihood that such 
]votential purchasing power would 
spill over to its source of origin in 
the form of demand for goods and 
services. 

Costs of Substitution 

Now, a minimum expenditure 
has to be incurred on the mainte¬ 
nance of the labourer’s health and 
working capacity and if this is not 
forthcoming the community suffers 
a deterioration in its working 
power. On the other hand, if the 
working capacity of the labourer is 
properly maintained, but the la¬ 
bourer 18 not employed productive¬ 
ly, then also the cost of mainten¬ 
ance is wa.sted J M Clark in “The 
F.conomics of Overhead Costs” 
shows that a part of this overhead 
(-ost of labour ultimately falls on 
the industry in the shape of reduc¬ 
ed productive power or damaged 
morale. But the way in which 
wage-contracts are generally made, 
the employers can escape a large 
part of such costs. But to the ex¬ 
tent the maintenance of the super- 
lluous (lopulation is an inescapable 
burden to be borne by a particular 
region, the employment of such 
labour may he .socially desirable 
even at a higher cost (either be¬ 
cause of higher wage or low pro¬ 
ductivity in relation to imported 
labour). 

From the above it is seen that 
the community of the growing re¬ 
gion should discourage immigration 
of labour if it is already faced with 
an oversupply of local labour 


which can be employed even at 
sooie extra coat. Tliere is an obvi¬ 
ous scope for this in state or public 
undertakings, where the profit cons 
sideration does not reign supreme. 
But it would not be realistic to 
assume that private employers 
could be persuaded to employ 
locally available labour on unfav¬ 
ourable terms. 

Conditions of Substitution 

Even if locally available labour 
is as efficient as imported labour 
and is willing to accept employ¬ 
ment at equal or even lower terms, 
non-economic considerations may 
prevent their employment in place 
of imported labour. 

But leaving aside non-economic 
factors, why should the industrial 
centres require labourers from 
abroad when they are already over- 
congested^ There may be two ex¬ 
planations; 

(a) There may be shortage of 
the particular type of labour that 
IS imported. 

(b) Imported labour may be 
cheaper than locally available la¬ 
bour. This, in turn, may be due to: 

(i) Unwillingness of local lab¬ 
ourers to accept the terms 
offered to imported labour. 
This IS then not very diffe¬ 
rent from (a), if by short¬ 
age of labour we mean 
shortage of labour at given 
terms of employment 

(ii) Lower efficiency of local 
labour in the jobs given to 
imported labour. Unlike the 
case (a), the sub-case (ii) 
affects the supply of em¬ 
ployment to local labour 
rather than the demand for 
employment by the local 
population. 

So long as we confine our analy¬ 
sis to purely unskilled labour the 
case (a), seems less likely to arise 
unless there be some institutional 
or psychological barriers against 
the local labourers accept¬ 
ing such employment. The be.sf 
policy under such circumstances 
would be to create the proper at¬ 
mosphere so that local labourers 
accept the jobs the community can 
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'■ Affer. Even in job* requiring nft 
; . idcill, a labourer may attain com- 
« paratively higher efficiency as he 
gets more and more experienced in 
H- In all this, we have a perfect 
parallel of the ‘infant industry' 
M^guotent. If we can protect the 
lahouT'Oiarlcet of growinp, points 
for a limited time period, local 
labourers would be employed and 
since efficiency is fum lion of ex- 
pei^noe, their efficiency would rise. 

Proteerion snd Wages 

There is a snag in ihi.s argument 
if the employers in the growing 
points resent the reduction of ‘the 
area of control' of management 
over the labour force They may 
then resort to more labour-saving 
devices, repatriate iheir capital to 
other growing regions, and the 
entry of new managerial and capital 
resources may also be checked to 
some extent. 

Tliese long-run confideratioas are 
given added significance if protec¬ 
tion offered to the growing points 
leads to a rise in the price of labour. 
This may then offei prospects of 
employment for labour coming 
under the head 2(i) above. But 
unleM the rise in the wage level in 
these limited enclaves is followed 
by at least a compensating rise in 
labour-productivity, the magnetic 
force of other economic factors like 
nearer access to the sources of raw 
materials, cheap power, transport, 
etc, to attract investment projects 
to these points would be weakened 
Such uncompensated rise in the 
price of labour would also eat into 
the surplus generated m these 
regions for reinvestment in new 
projects or in the expansion of the 
existing projects. Besides, the 
fact that a major portion of capital 
and manage! ial resources employed 
in the growing points is imported 
from abroad gives them greater 
mobility than would be the case 
otherwise The trend towards 
automation may also be given an 
impetus by such a rise in wage- 
level All these factois may help 
to maintain the industrial reserve 
army in these regions, though 
mostly on non-Marxian grounds. 

But closing the door to the entry 
of outside lalxmr does not make 
the rise in the price of laboui in¬ 
evitable I'oi example, the glow¬ 
ing point may suddenly face an 
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over-supply of locally available 
labour owing to extraneous factors 
(e g influx of rdfugeea) or struc¬ 
tural changes in the economy (e g 
abolition of land-intermediaries). 
If before this sudden rise in labour 
supply, the region was facing an 
acute shortage of labour force, then 
the institutional arrangements for 
import of labour may be well esta¬ 
blished already. At this point, 
even if the import of fresh migrants 
is stopped, the percentage of out¬ 
siders in the labour population may 
he higher than their percentage in 
the total population. This anomaly 
cannot he corrected by slopping 
further immigration of labour. It 
would require a long process of 
adjustment, unless a policy of re¬ 
trenchment of outside labour is 
pursued. But that would be a too 
drastic step and would create a lot 
of difficulties. 

Wage* and Real Coal* 

On the other hand, if the import 
of fresh migrants is not stopped and 
employers depend on their usual 
channels for the recruitment of 
labour, the problem of regional 
oversupply would be accentuated 
further. Perhaps, to explain why 
fresh migrants are recruited when 
the region suffers from an excess 
of labour supply we have to bring 
in non-economic considerations as 
well which we have neglected so far. 
But the explanation may lie partly 
in the suspicion (whether well- 
founded or not) in the minds of the 
employers that though the wage of 
local labour is the same, its real 
cost (in terms of output) is higher 
in relation to imjwrted labour. 
Under such circumstances, of 
course, ‘protectionist’ arrangements 
may prove helpful at least for a 
limited period either by dispelling 
the unfounded doubts of the em¬ 
ployers Or by giving the local 
labour an opportunity to gather ex¬ 
perience and thereby to increase 
their efficiency and improve their 
competitive strength in relation to 
outside labour. 

It thus appears that when a regi¬ 
on suffers from over-supply of 
labour, the proper way to solve the 
problem would be, first of all, to 
probe the factors underlying the 
situation. Under some circumstan¬ 
ces, the solution may require no 
more than to just wait for the 
natural forces to make the neces- 


the economic W ’ 

sary adjustments. Under 
circumstances even attempts to¬ 
wards protecting the regional 
labour market may be justified on 
social grounds But in some cases 
such a policy would create more 
long-term problems than it would 
solve. Besides ‘protectionist* ar- 
rangemrnls may not he practicable 
except in an indirect manner, 
such as by 

{1 I expanding the sphere of 
activities of the public sector and 
increasingly absorbing the local 
laboui pojiulation in public sector 
[iroj eel--, 

(2) giving special concessions to 
employers who are prepared to en¬ 
gage local labour even at a cost to 
them, such subsidies should he 
given only foi a short-period: 

(,'^1 evolving methods of re¬ 
cruitment of labour under which 
local labour gets a better chance of 
etnploytneni, 

(-f) providing training facilities, 
etc. loi irn|iroMng the efficiency of 
the local labour 

Lastly, nieasures may be taken 
to incicasc the employment opjjor- 
tunilies m llu- lagged regions, for 
instance b\ providing facilities for 
douhle-riojijiing. ele, 

In conclusion, it needs to be em¬ 
phasised thal the social is.surs raised 
iiy regional ovcr-supjily of labour 
are too rnanv to he tr.vered within 
the narrow jienjiliery of economic 
logic But an economic exposition 
may help to elniify the issues in¬ 
volved and to rev'eal clearly the 
cnnsecjuences of altei native courses 
of action. 


Factories and 
Farms 

as Important 
as Arms 
For National 
Defence 
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Need for Subsidy to Agriculture-II 


L Mener 


'/ The failure to understand the economic contradiction between the necessity of producing foodstuffs 
\he impossibility of producing them on a profitable basts has been a stumbling block in the way of 
ty social, economic and political reforms. 

This contradiction was elucidated in a previous article {December 8, 1962). Here we shall show 
how this contradiction manifests itself in different countries. 


IN the USA before the world war 
1, agricultural and induatrial 
wealth grew at the same rate as 
the population, whose growth was 
fed primarily by immigration. The 
latter being regulated by economic 
opportunities, serious economic 
crises were avoided until the popu¬ 
lation reached a stage of satura¬ 
tion, a decade after World War 1. 
The country was not encumbered by 
long-standing customs or traditions, 
or by antiquated industries and so 
could immediately apply the most 
advanced methods in industry and 
agriculture The crisis of 19.30 
was mainly due to unbalanced dis¬ 
tribution of wealth Agriculture 
found Itself involved in the im¬ 
possible position of producing an 
excess of foodstuff which could not 
be sold because of lack of purchas¬ 
ing power among the masses of 
the population. The Government 
intervened by buying up the pro¬ 
duce from farmers to save them 
from bankruptcy. But the con- 
-sumers derived no benefit from this 
policy, because instead of selling 
It to them at a reduced price, the 
Government preferred to destroy it 
in order to maintain high market 
prices. Later the surplus was stor¬ 
ed with a view to using it as a poli¬ 
tical weapon in foreign countries 
in need of food. 

This one-sided subsidy makes 
little impact in time of full employ¬ 
ment, because the consumer, though 
needing to buy fresh food constant¬ 
ly, can affoid to do it at high 
prices. But in the smallest crisis 
the problem becomes acute, because 
the dole does not suffice to buy 
food at such a price. Then the 
problem worsens, because the far¬ 
mer cannot sell and the Government 
has to support him even more. 

The European Common Market 
countries follow this same pattern, 
A common fund exists to compen¬ 
sate the farmer, but basically he 
depends on prices obtained in the 


open market. It -does not prevent 
perennial crises in agriculture. For 
example, in France every summer 
the French farmers agitate because 
of surplus produce, whereas in 
winter prices rise, and instead of 
subsidising the consumer the Govern¬ 
ment IS compelled to raise the 
salaries in proportion to the rising 
cost of living. In general the cost 
of living in these countries is fairly 
high, much higher than in United 
Kingdom, where the Government’s 
intervention helps the farmer to 
produce on a profitable basis by 
subsidising him and so allowing 
his crops to be sold at a price ac¬ 
cessible to the lowest income 
bracket This subsidy is unavoid¬ 
able in spite of the fact that 
English agriculture is the most 
mechanised in the world. The ac¬ 
cession of the United Kingdom to 
the EEC might have been to the 
advantage of industry, but would 
have been difinitely a retrograde 
step for agriculture. Unfortunately, 
political reasons do complicate this 
case 

Soviet Mistake 

West Germany prospered after 
defeat in the second World War 
because the partition of Germany 
removed the burden of the mam 
agricultural area of the country 
(East Germany). So that while 
West Germany has been able to 
absorb refugees from East Ger¬ 
many, pay reparations, compete 
with other western countries in 
industrial production, the other 
side has to struggle to maintain 
itself economically, because it is 
primarily agricultural. 

In Russia eigriculture has suffer¬ 
ed from a long-drawn chronic 
sickness. The leaders of the 1918 
revolution believed that the main 
cause of poverty was faulty distri¬ 
bution of the national wealth and 
income. Yet having obtained 
power, they realised that the in¬ 


come of the ruling classes was 
insignificant and that the main 
cause of poverty was induatrial 
backwardness. Stalin consequently 
proceeded to industrialise Russia 
in an effective though ruthless way, 
with the result that by now this 
country is close to the USA in its 
industrial potential. Whether this 
ruthlessness was necessary or not 
is a purely academic question; the 
fact remains that the result has 
been achieved in a relatively abort 
time and against many adversities. 
But this solution of industrial pro¬ 
blem produced, beside tlie working 
class, a powerful and coherent 
ruling middle class made up of 
technicians and administrators. 
When it came to agriculture, 
Stalin' policy was a total failure. 
It was of no avail to persecute and 
deport the “kulaks” en mass to 
Siberia, to organise collective or 
state ^rms, to mechanise farm 
operations (and how much hope 
was put into that!). The approach 
to the problem seemed to be more 
emotional than rational. Nobody 
thought of the fact that food pro¬ 
duction IS deficitary and has to be 
treated as such to achieve success. 

Even now one reads in the press 
of dismissals of regional managers 
because of inefficiency or disho¬ 
nesty TTiey are probably driven 
to it by the contradiction of having 
to fulfil the required norm of pro¬ 
duction and show a profit The 
recourse left to them is often a 
falsified report This, of course, 
does not fill the larders In final 
result the leaders have had to re¬ 
vert to the old and despised remedy 
o5 rationing the people’s food ac¬ 
cording to ability to pay. 

And yet they solved the shortage 
of technically educated workers 
and managers by opening schools 
and colleges free to all able to 
benefit from such education and 
obtaining rewards by their skilled 
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work. At one time there was talk presents a producer and consumer education or defence and handle it 
of introducing free transport and {wtential surpassed only by that of on a sound subsidy basis, so as to 
housing, Yet it never occured to China and much bigger than those allow the fanner to survive and pro- 
the ruFera to subsidise food of I'S.SH and USA. diice economically. Hence media- 

And India? Tins is a country All this potential can be realised, nisation, fertilisers, scientific mana- 
with an enormous future, provided and in the near future, provided gement, pest controls and so on 
it does not commit the mistake of the planners do not tie the millstone encouraged by subwdira. 

putting the impassible burden on of “profitable’ agri< ulture round while prices are simultaneously 
food producers of being a sourer their necks TTicy must from controlled so that plentiful food is 
of national wealth India's ]>opu the start consider food production available at prices within the reach 
lation of about 150 million people as a social service, similar to health, of the poorest 

Known and trusted on every Continent 
of the globe, the trademark ‘Sanforized^ 
can boost the export of Indian cottons 




The Agricultural Refinance 

M D Shanna 
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Corporation 


The Agricultural Refinance Corporation waD inaugurated by the Finance Miniater this week. Its 
establishment is a vital addition to the structure of agricultural credit institutions. 

Public investment in agriculture and irrigation at an annual rate of about Rs 350 crores as envis¬ 
aged in the Third Plan will necessitate a correspondingly lugh level of investment by agricultUTists them¬ 
selves. Unless private investment is stepped up, the facilities created by public investment will remain un¬ 
utilised. The Agricultural Refinance Corporation could play a dedstve role in increasing the quantum of 
long-term credit for private investment in agriculture 

An attempt is made in this article to examine the constitution and functions of the Corporation 
and to suggest where modifications are called for to make it more effective. 


'J’HE annual requirements of 
short, medium and long-term 
credit of the agricultural sector are 
today probably of the order of 
Rs 1,000-1,100 crores, as estimat¬ 
ed broadly in the light of the 
All-India Rural Credit Survey’s 
estimate for 1951-52 and the 
increase in agricultural production 
since then If credit needs of 
large scale plantations sueh as tea, 
coffee and rubber are added, then 
the aggregate credit requirements 
may go up to Rs 1,300-1,400 
crores in 1965-66 There was, 
therefore, an imperative need for 
an organisation to link agriculture 
to the money market. An inde¬ 
pendent statutory corporation to 
work as a development bank for 
agriculture and to act as a catalyst 
for investment in agriculture was, 
therefore, an urgent necessity 

The formation of an indepen¬ 
dent corporation for agricultural 
term finance had also become neces¬ 
sary because other institutions, like 
the National Cooperative Develop¬ 
ment Board and the Central Ware¬ 
housing Corporation, could not 
cater to all the needs of agricul¬ 
turists The Reserve Bank of India 
has played a commendable part in 
strengthening agricultural credit 
agencies, but no bank can function 
as an agricultural development 
bank at the cost of its other func¬ 
tions The inability of the esta¬ 
blished agencies, such as the apex 
cooperative and land mortgage 
banks to finance development pro¬ 
jects in agriculture, either because 
the amounts involved are very 
large or because the period for 
which credit is necessary is long, 
has added urgency to the need for 
a new independent corporation. It 
is to fulfil this need that during its 


last session. Parliament passed the 
Agricultural Re-finance Corporation 
Act providing for the establishment 
of a corporation to giant medium 
and long-term credit for develop¬ 
ment of agriculluie 

Long-term Credit Needs 

The Third Plan set a modest 
target of R.s 150 crores (in terms 
of loans outstanding) for long¬ 
term (ooperalive ciedit for 1965-66. 
The attainment of even this modest 
target was dependent on certain 
conditions being fulfilled These 
conditions were that institutional 
investors would support the de 
bentures of central land mortgage 
banks and that an agricultural 
development finance corporation 
would be set up The Third Plan 
elaborates the functions of the 
Corporation as follows 

“The corporation will purchase 
debentures floated by central land 
mortgage banks in the normal 
course .and will also provide funds 
for schemes foi increasing agri¬ 
cultural piodiiction whii h are re 
raunerative in character, but in¬ 
volve considerable investment or 
long periods of waiting, such as 
rubber, coffee, cashewniif and 
arecanut plantation. irrigation, 
contour bunding and soil con¬ 
servation, and development of 
orchards and fruit gardens.” 

The Central Government, in con 
sultation with the Reserve Bank of 
India, had under c onsideration for 
some time the question of setting up 
an Agricultural Refinance Corpora¬ 
tion Details of the proposal were 
worked out by the Reserve Bank 
and forwarded to the Central Gov¬ 
ernment for ex.amination The Bill 
to set up the Gorporation was intro¬ 
duced in the Lok Sabha on Decem¬ 


ber 5, 1%2 and finally passed on 
March 14, 1963. 

Refinance plus Finance 

The main object of the Corpora¬ 
tion is to augment the available 
supply of medium and long-term 
funds for agriculture. It is intended 
to augment the resources available 
to cooperative and other financing 
agencies to make long-term advances 
for special schemes of agricultural 
development. It would assist such 
agricultural projects as cannot ordi¬ 
narily be financed by established 
financial agencies. The scope of its 
operation would also include the 
development of animal husbandry, 
dairy-farming, pisciculture, poultry 
farming and stork breeding. 

The main functions of the Corpo¬ 
ration would be two. First, as indi¬ 
cated by its name, the Corporation 
is a re-financing body, providing 
necessary resources by way of re¬ 
finance. to the primaiv lenders 
making long-term loans for agricul¬ 
tural development. Second, the Cor¬ 
poration will grant credit other than 
by way of refinance up to a maxi¬ 
mum period of 25 years to eligible 
institutions - namely, central land 
mortgage banks, state cooperative 
banks, such scheduled banks as are 
shareholders of the Corporation, and 
cooperative societies approved by 
the Reserve Bank 

The Corporation is authorised to 
subscribe to long-term debentures 
for a maximum peiiod of 25 years 
issued by a central land mortgage 
bank or a state cooperative bank or 
a .scheduled bank, in case they are 
share-holders of the Corporation, 
Necessarily these debentures need to 
be guaranteed by the Government. 

With the prior permission of the 
Central Government, the Corpora- 
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Company cxecuiivci can 
obuiu a ffce copy of ibis 
hnoVIct by writing on iboir 
olfKial IcUcihcad lo ihetf 
nraftkt CmIica Oflkc 


Cut down your lubricants 
Cut out your paper-work 

Help your Purchase Officer to eliminate the stacks of paper that 
collect in his office...the unnecessary flood of Purchase Orders 
When each department in a plant specifies a lubricant without 
reference to the purchases of other departments, there is bound 
to be duplication and watte. 

The Caliex '‘Stop-Loss" programme can do away with this 
lubrication waste...can cut a great deal of Purchase Order 
paper-work. 

Csitex “Slop-Loss” is a complete plan for organising lubrication 
on an efficient basis. There is no other programme like it. 

It will be worth your while to find out specifi¬ 
cally how Caliex "Stop-Loss" can help to ease 
the problems m your plant. 

Help your operation to greater profit with the 
Caliex '‘Stop-Loss" programme. 


CALTEX (INDIA) UNITED gomWy ■ NswOtNU• Cskaiti • hMrn 
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tion is permitted to guarantee de¬ 
ferred payments due from eligible 
cooperative societies or any other 
person and guaranteed to the Cor¬ 
poration by one of the eligible insti¬ 
tutions, in connection with the 
purchase ol capital equipment from 
foreign countries. 

A ceiling of Rs 50 lakhs is fixed 
ill respect of assistance granted by 
the Corporation in connection with 
any individual transaction. The 
loans of the Corporation to the in¬ 
stitutions which are assisted by it 
will be guaranteed by the State 
Governments. 

The Corporation is an autonomous 
body with its headquarters in Bom¬ 
bay. It may also establish offices or 
agencies in other places in India 
with the consent of the Reserve Bank 

The management of the Corpora¬ 
tion is vested in n Board of nine 
directors with a Deputy Governor of 
the Reserve Bank of India as the 
Chairman. Three nominees of the 
Central Government, one nominee of 
the Reserve Rank of India, three 
elected direrlors, each representing 
respectively the st.ate cooperative 
hanks, the eentral land mortgage 
hanks, and all the other financial 
institutions such as the Life Insur¬ 
ance Corporation, commercial banks 
and the others who are share-hold¬ 
ers The lattoi three would he ordi¬ 
nary diiectors A Managing Director 
will he appointed with the approval 
of the Reserve Bank The Central 
Goveinment may give directions to 
I he Corporation regarding matters of 
policy involving public interest 

•Sources of Funds 

To attain the objects of its esta¬ 
blishment, the Corporation would 
start with an authorised capital of 
Rs 25 crores divided into 25,000 
fully paid-up shaies, each of Rs 
10 , 000 . 

To start with, it has an initial 
paid-up capital of Rs 5 crores (5,000 
shares) or 20 per cent of its autho¬ 
rised capital Of the 5,000 share.s 
initially issued, the Reserve Bank of 
India is allotted 2,500 shares, the 
central land mortgage hanks and 
state cooperative banks up to a maxi¬ 
mum of 1,500 shares, and the Life 
Insurance Corporation, scheduled 
banks, insurance and investment 
companies and such other financial 
institutions as may be notified by 
the Government up to a maximum 
of 1,000 shares. 


Shares wiuch are not taicen up 
by the iostituUons for which dtey 
are intended will be subicribed to 
by the Reserve Bank in addition to 
tts quota. Such shares may be 
transferred by the Reserve Bank at 
a later stage to the institutions which 
are eligible to become shareholders 
of the Corporation 

It IS provided that no individual 
institution should hold more than 10 
per cent of the shares reserved for 
the class of institutions to which it 
belongs. 

The shares of the Corporation are 
guaranteed by the Central Govern¬ 
ment as to the repayment of the 
principal and payment of a minimum 
annual dividend at a rate determin¬ 
ed by Government. The shares of 
the Corporation shall he deemed to 
be trustee securities or approved 
.securities 

Besides the share capital, the cor¬ 
poration can gel working funds from 
the Central Government The Cen¬ 
tral (iovernment shall make to the 
Corporation an interest-free loan of 
Rs 5 crores, re-payable in 15 equal 
annual instalments commencing on 
the expiry of a period of 15 years 
from the date of the receipt of the 
loan. This period can he extended 
at the option of the Government. It 
IS intended that the investment in¬ 
come on this amount should he 
available to the Corporation for 
enabling it to meet its expenses 
during this period 

The Corporation has been em¬ 
powered under the Bill to borrow 
money by issuing bonds and 
debentures carrying Government 
guarantee 

To further augment its resources, 
tfic Corpoiation has been empower- 
c-d to borrow money from the Re¬ 
serve Bank against trustee securities 
for a period not exceeding 18 
months. It can also borrow money 
from the Central Government and 
institutions approwd by the Gov¬ 
ernment 

The Corporation is also empower¬ 
ed to aceepf deposits for fixed peri¬ 
ods of 12 months or more from the 
Central and the State Governments, 
local authorities, cooperative insti¬ 
tutions, scheduled banks etc. 

The Corporation may, with the 
previous consent of the Central* Gov¬ 
ernment. borrow foreign currency 
against the guarantee of the Central 


Government for purposes of grant 
ing loans and advances to eligibh 
institutions- 

The Reserve Bank will place oi 
deposit with the Corporation th< 
dividends on its shareholding in thi 
Corporation, without interest, for i 
period of 15 years. 

The aggregate amount borrowed 
by the Corporation in the form ol 
loans and deposits is not to exceec 
20 times the paid-up capital anc 
reserves. Thus the maximum lending 
capacity of the Corporation in iti 
initial year can be Rs 100 crores 
Why Leave Out Non-Scheduled 
Bonk* 1 

It can be said that the establish 
ment of the Agricultural Refinance 
Corporation may give a new shape 
to agricultural cr^it. It will be a 
useful link between the organised 
money market and agriculture. 

A salient feature of the Corpora 
tion IS that it has taken in associa 
tion commercial banks, the Lift 
Insurance Corporation and otbei 
financial institutions including tht 
general insurance companies anc 
investment companies. I'he associa 
tion of the Life Insurance Corpora 
tion m the development of tht 
agricultural sector, wherefrom tht 
Corporation draws an importanl 
part of Its total insurance business 
IS a step in the right direction. How 
ever, the Life Insurance Corporatior 
can subscribe to a maximum of 1(K 
shares amounting to only Rs 1C 
lakhs which is a paltry sum consi' 
dering the Life Funds of the Cor¬ 
poration. 

The association of commercial 
hanks with the corporation will en^ 
courage the banks to take a little 
more interest in the problems ol 
agncullural credit. The share oi 
banks in the capital of the Corpora 
tion amounts to indirect participa¬ 
tion by the hanks in long-term 
agricultural credit. Commercial 
banks today play a very insignifi¬ 
cant part in the financing of agri¬ 
culture. They provide no medium 
and long-term finance to agriculture 
In Australia* long and medium 
term accommodation is provided by 
the banks for agriculture. In Latin 
American countries also the com¬ 
mercial banks are an important 
source of agricultural credit. 

* M D Sharma “ Banking System 
in Australian Economy " Tht 
Banker, May, 1960. 
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The aiwociation of commercial 
hanks with the Coiporation has 
another important aspect. We have 
two categories of commercial banks 
—the scheduled banks and the non- 
scbrduled banks. Tliough the State 
Bank of India is included among 
the scheduled harik«. yet because of 
its unique lole m agricultural 
finance, it can he put in an in¬ 
dependent category <hily scheduled 
banks have been a.“soeialed with 
the Corporation Non-selieduled 
banks have not been taken into as¬ 
sociation, although they do have a 
role to play in financing agriculture. 

Statistic'S show that the advances 
of scheduled banks to the agricultu¬ 
ral scctoi accounted for 2 II per cent 
of then total advances in 1950, 2 2 
per cent in 1951 and only 0.6 per 
cent in I960. 'I'hus they show a de¬ 
clining Ic'ndency. The proportion of 
advances of non scheduled hanks, on 
the other hand, has gone up from 
5.,3 per cent in 19.50 to 7 0 per cent 
111 1960 Thus, in telative terms, 
non-.sfheduled hanks are taking 
greater iiiterc'st in agticultural 
finance. Further, tlie«e banks are 
moif local than scheduled banks 
and tan easily switch over to the 
husiness of providing (inunre, even 
term finance to agricultiiie All this 
mtikes out it case foi inclusion of 
non-srheduled hanks also among the 
constituents of the proposed corpo¬ 
ration. 

Furthei, the state Flank has play¬ 
ed an iinpoitant lole in agiicultural 
credit Hut. this hank has also not 
been specifically associated with the 
Coiporation, though it can subscribe 
to the share capital of the Corpora¬ 
tion like any othei scheduled hank 
does It is suggested, therefore that 
the Slate Hank should be specifical¬ 
ly associated with llie Corporation 
and one nominee of this hank be 
placed on the Board of Directors 
ft would he desiiahle on the part 
of the State Hank nl.so to re oiientalc 
Its pcihcv of agricultural ciedit in 
view of the e.stablishmeiit of this 
Corporation 

Loatin for nehabilktation 

The Corporation would provide 
finance for schemes increa.ving agri¬ 
cultural pioduction which arc re¬ 
munerative in chaiacler, hut iiuolvc 
considerable investments or long 
periods of waiting, such as develop 
ment of plantations and of on h.irds ' 
and fruit gaidens Since agnculture I 
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18 a State subject, tbe State Govern¬ 
ments should draw np such schemes 
111 anticipation, so that the Corpora¬ 
tion’s activities might not be ham¬ 
pered due to the non-availability of 
suitable schemes for financing. 
Similarly, the eligible institutions 
should also find their place and 
equip themselves to play their part 
in the .successful operation of the 
Corporation. 

The Corporation should also chalk 
out a hve year plan of its operation, 
with due attention to regional deve¬ 
lopment. If possible regional plans 
of hnancing agricultural develop¬ 
ment should be chalked out. Agri¬ 
cultural commodities may be divid¬ 
ed into various groups, such as 
plantations, industrial materials, 
lood, etc, and an advisory commi¬ 
ttee for each group be set-up to 
guide and suggest the Corpoiation 
in respect of their financing. It is 
presumed that the activities of the 
Corporation would not over-lap 
those of other financial institutions 
including the Reserve Rank of India. 

The Corporation is allowed to pro¬ 
vide credit for agricultural develop¬ 
ment only Rut, occasionally, credit 
IS required for purposes of relief 
and rehabilitation also. Not infre¬ 
quently crops are destroyed due to 
natural calamities. To meet this 
situation ‘distress credit’ is required 
whuh may fall undei the category 
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of both short-term as well as long¬ 
term, as it has to cover relief as 
well as rehabilitation. Even if short¬ 
term distress credit for relief is kept 
out of the scope of the operations 
of this Corporation, the provision of 
medium-term and long-term credit 
for rehabilitation should he included 
in the functions of the Corporation. 

In view of the expansion of the 
scope of the operations of the Cor¬ 
poration suggested above the Corpo¬ 
ration may he renamed the Agricul¬ 
tural Development Bank 

In conclusion it may be said that 
the setting uji of the Agiicultural 
Refinance Corporation is a highly 
laudable step The Corporation, it 
is expei ted. will enable the co¬ 
operatives and land mortgage banks 
to secure the targets for agricultural 
rredif set in the Third Plan. Fur¬ 
ther, public investment in agricul¬ 
ture and irrigation at an annual 
average of about Rs 350 crores as 
envisaged in the Plan will involve 
a coricspondingly high level of in¬ 
vestment by the agriculturists them¬ 
selves Unless private investment is 
stepped up, the facilities treated by 
public investment will not be fully 
iililised The Corporation could be 
a vital factor in increasing the 
quantum of long-term credit for 
private investment m agruultuie 
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VIITHORISED CAPITAL 
SliBSCKIBED CAPITAL 
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RLSEUVE FUND AND OTHER RESERVES 
DF.eOSIT.S AND BILLS PAYABLE (31 12.62) 


Rs 8,00,00,000 
Rs 5,60,00,000 
Rs 2,23,33,937 
Rs 3,03,00,000 
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111 Pakistan, Malaya, Singapore. Hong Kong and London 
and ( oriespondents throughout the world 

Business and Service 
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Slackening Economic Activity in Kashmir 

BiOraj Pari 


^^ITH an almost five-fold increase. 

in its revenue receipts in a 
decade — from Rs 524 lakhs in 
1955-54 to Rs 2.552 lakhs in 1963- 
64 — Kashmir’.s per capita revenue 
of Rs 73 for the 1963-64 budget 
year, is more than double the 
average of all other States, which 
is estimated to be Rs 31.46. The 
last decade in the case of Kashmir 
also marks a succession of revenue 
surpluse.s, with only one exception. 

Tile main factors that account 
for this impressive fiscal perfor¬ 
mance are Central devolutions and 
revenue from forests The Central 
grant-in-aid for the State is bud- 

grtted at Rs 439 lakhs in 1963-64. 
The Slate budget also takes credit 
for recoverie.s of Rs 17.64 lakhs 
under Police, Rs 71 lakhs under 
Puhlu Works, Rs 147 lakhs under 
Militia and R.s 4 lakhs under Mis¬ 
cellaneous heads from the Govern¬ 
ment of India. The Plan budget 
of the State deducts a further sum 
of Rs 73.28 lakhs as the Central 
share 

Sireable recovenes are also men¬ 
tioned under other head.s hut their 
source is not indicated. The Cen¬ 
tral budget too does not reveal it. 
For. from thi.s year, it has given 
up the practice of the .State-wi.se 
break up of grants. However, it 
pro\ ides for inter aha, the full 
cost of the esialilishment in Lad¬ 
akh and 90 per cent of the cost 
of Its development The provision 
for Ladakh in the Stale budget is 
Rs 95 lakhs, presumably mainly 
financed by the Centre. 

The total Central aid to Ka.shmir 
— what IS specifically provided — 
would thus be R.s 842 lakhs, i e 
almost one third of the revenue re- 
eeipfs of the State Including the 
.State’s share in the divisible pool 
of Central laxe.s of Rs 321 64 lakh.s. 
the transfers from the Centre to the 
State amount to over Rs 1,163 
lakhs. which is only slightly less 
than half of the total revenue of 
the State. 

An even laiger portion of the 
capital budget of the State is 
financed bv Central loans whieb 
in the budget yeai aie expected to 
amount to Rs 93.3.33 lakhs Thus 
while total disbursements of the 


State under the heads revenue, ca¬ 
pital and debts, are estimated at 
Rs 3,643 lakhs, total receipts from 
the Centre, as grants, share in cen¬ 
tral taxes and loans, amount to Rs 
2,097 lakhs. In other words almost 
60 percent of the total disburse¬ 
ments of the Slate are met by tran¬ 
sfers from the Centre. 

Forests, which are expected to 
contribute Rs 500 lakhs in the bud¬ 
get year, comprise 36 per cent of 
the revenue of the State from its 
own sources. The proportionate 
share of forests is much larger in 
terms of net contribution. The reve¬ 
nue from industries, for instance, is 
budgetied at Rs 2.34 lakhs, but the 
expenditure on them exceeds the 
revenue by Rs 15 lakhs. The other 
major sources of revenue are public 
works and transport schemes, expec¬ 
ted to vield Rs 204 lakhs and Rs 
246 lakhs respectively The cor¬ 
responding estimates of expendi¬ 
ture on them are Rs 101 lakhs and 
Rs 160 lakhs But while the reve¬ 
nue for the former includes a trans¬ 
fer of Rs 10 lakhs from the Cen¬ 
tral Road Fund, the expenditure 
excludes a recovery of Rs 71 lakhs 
from the same source The net con- 
tribi/tion of puhlir works to the 
revenues of the State would thus he 
Rs 22 lakhs and of the stale trans¬ 
port .service Rs 86 lakhs against 
the net contribution of over Rs 400 
lakhs from forests (deducting all 
expenditure on them) 

The yield from forests is in rea¬ 
lity even larger than this. The 
arrears from forest leasees to dale, 
for instance, exceed the estimates 
of net revenue in the budget. Like¬ 
wise. washing of timber worth a 
cmre of rupees to Pakistan-held 
territory through Chenab every 
year is also a direct loss to the 
exchequer. Again, prevalence of 
such practices as grant of lease to 
lower bidders, discretionary rebates 
to leasees, supplementary marking 
of trees (without tenders) and illi¬ 
cit felling indicate a further large 
gap between potential and actual 
revenues. 

If all the leaks were plugged, 
the forest revenue of the State 
would reach a very high figure. 
Already it has increased seven 


times in about a decade. How is it 
that the forests of Kashmir started 
producing so much gold? Rise in 
timber prices is only a partial ans¬ 
wer. For the cost of transporta¬ 
tion has risen more than proportio¬ 
nately following the partition of 
the country which denied the State 
cheap river transport. 

That the Kashmir Government is 
augmenting its revenue by cutting 
more and more trees is fairly obvi¬ 
ous. From 1956-57 to 1962-63, 
the amount of timber extracted per 
year increased from 16.2 lakh c ft to 
25.2 lakh c ft, i e, more than 50 
per cent. The other day the Forest 
Munster of the State gave an idea 
of the safe limit of timber extrac¬ 
tion. According to him one lakh 
c ft of limber could he removed 
from an area of 27 miles in a vear. 
Now, the total demarcated forest 
area of the State i.s said to be 700 
square miles, of this at least 150 
.square miles is cither completely 
inaccessible oi only partially ex¬ 
ploitable. The maximum limit of 
exploitation in a year on this cal¬ 
culation would be 20 lakh c ft of 
timber. In 1962-63, even this 
danger point was crossed by more 
than 25 pei cent When an acco¬ 
unt IS taken of illicit felling, the 
enormity of drain on the forest 
wealth of the State would become 
more obvious 

The mounting forest revenue* 
are thii.s not an unmixed gain from 
a long term view Dependence of 
the State’.s revenues and economy 
on one main source is not healthy. 
The attempts to lap and develop 
other sources have been extremely 
lardy Whatever efforts were made 
by the State in the past years to 
develop industries based on forest 
products or other materials, too, 
are coming to an abrupt end with 
the decision of the State Govern¬ 
ment to abandon them. 

The economic rationale of this 
decision is not easy to follow, parti¬ 
cularly when the balance sheets of 
the State-owned industries are not 
added to the budget papers as is 
fuslomary with the Central and 
many Stale budgets Nor did the 
Goveriimenl wait till the decision 
of the Gommittee it had set up to 
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tntaminn the economit* of the«e 

incfustries 

The inHustne*. some of which 
were running for over two decades, 
admiltedlv suffered from some 
weaknesses, whoh were never ad¬ 
mitted by the (iovernmenl earlier 
though attention was often drawn 
to them Rut why were these 
weaknesses not pioja-rly enquired 
into and efforts made to find if 
they were curable? What adds to 
the mystery of the Government 
decision is the fact Uiat in 1962 63 
the returns from industries had, in 
fact, sharply risen According to 
the budget figures, the earning of 
the drug industry rose from Rs 
12.56 lakhs in 1961-62 to R. 23.57 
lakhs in 1962 63 (RF,). of the 
tanneries from Rs 2 13 lakhs to Rs 
1.3 lakhs, of the joinery mill from 
Rs 10 lakhs to Rs 14.50 lakhs, of 
the brick and tile industry from 
Rs 1.62 lakhs to Rs 2.78 lakhs. 

What would happen to the assets 
and capital blorked up in these 
undertakings and the workers draw¬ 
ing their livelihood from them? 
No answers have so far been given 
to such questions 

It is not only in the industrial 
field where the 1963-64 budget 


beats a retreat, it a alowini 

down of effort in other fields as 
well While the expenditure on 
administrative services in the bud¬ 
get year rises by Rs 19 lakhs over 
the revised estimates for 1962-63 
(from Rs 223.47 to Rs 242.57 
lakhs), the expenditure on social 
and developmental services remains 
stationary; on community develop¬ 
ment, it actually declines from Rs 
118 to Rs 78 lakhs On electncity 
schemes the decline is from Rs 53 
lakhs to Rs 49 lakhs and on public 
works from Rs 118 to Rs 101 lakhs. 

The capital budget maintains this 
trend. Capital outlay on public 
health falls from Rs 63 lakhs in 
1962-63 (RE) to Rs 48 lakhs in 
the budget year The fall in the 
case of industrial development 
(capital outlay) is from Rs 211 83 
lakhs to Rs 150 lakhs. In the case 
of public works, if is from Rs 
432.48 lakhs to Rs 383 lakhs 
The only instance of stepping up 
of capital outlay is that of electri¬ 
city schemes from Rs 224 lakhs to 
Rs 385 lakhs This is mamlv be¬ 
cause of a provision of Rs 90 lakhs 
for the thermal plant at Kalakote 
and of Rs 10 lakhs for the Cent¬ 
rally-financed scheme at Leh 


As a short-fall in the Urgetted 
figures of expenditure on both rftfe- 
niif and capital schemes is likely, 
the decline in economic activity 
would in reality b« steqier than 
indicated above. As compared to 
the estimated Plan expenditure of 
Rs 1,681 lakhs for 1962-63 the 
p.stimates for 1963-64 amount to 
Rs 1,605 lakhs The smaller si*e 
of the Plan is sought to be explain¬ 
ed bv the Finance Minister on the 
grounds of the emergency. But 
what precisely is the impact of the 
emergency and in what manner the 
State proposes to contribute to the 
defence effort is nowhere indicated 
in the speech of the Finance Mini¬ 
ster or the budget papers; except 
a paltry sum of Rs 1 98 lakhs as 
“Expenditure oonneeted with Nation¬ 
al F.mergency” which is to he 
wholly spent on creating 10 new 
jobs, including those of 4 orderlies' 

Kashmir — the most strategic 
State of the country — seeme to 
have responded tardily to the chal¬ 
lenge of the emergency in the 
economic field hv closing down 
iiidiiMtne'!. rutting down the size of 
the Plan and stepping up administ¬ 
rative expenses. 
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From the CAair ‘ 

Shree Digvijay Cement Company Ltd 

Speech of the Chairman, Shri G L Bangur 




T'HE following are extracts from 
the speech of ghri G L Bangur, 
the Chairman, delivered in his ab¬ 
sence by Shn B D Somani at the 
Eighteenth Annual General Meeting 
held at Sikka on Friday, the 28th 
June 1963. 

(ientlemen. 

Operating Results 

As mentioned in the Directors’ 
Report, the working results of your 
Company show a slight progress 
over the previous year. There has 
been an improvement in output and 
gross prohts. It must, however, be 
admitted that in spite of improve¬ 
ment in output the overall profits 
have not come upto expectations 
The cement price recommended for 
your unit by the Tariff Commission 
during its last investigation was 
considerably pruned off by the Gov¬ 
ernment The cost of production 
has also gone up in quick succes¬ 
sion due to subsequent me leases in 
Railway Freight, pit-head price of 
coal, cost of raw materials and 
other Items including increase in 
rates of Royalty on raw materials, 
increase in electricity duty etc All 
these factors have obviously had 
an adverse effect on the working 
resulu of the Company, notwith¬ 
standing the economies achieved 
due to increase in production 

Retention Price-Ex-Sewree 

Another handicap which specifi¬ 
cally affects your Company is the 
unremuneralive price fixed for the 
Cement sold out from the Clinker 
Grinding Cnit at Sewree. The Tariff 
Commission has suggested that the 
State Trading Corporation should 
reimburse' for the actual freight and 
other incidental expenses for trans¬ 
porting clinker from Sikka to Bom¬ 
bay. The Ex-Works price for Sew¬ 
ree Unit fixed by the Government 
ns from November 1961 did not 
compensate the Company for the 
actual freight and the transport 
expenses. Besides, the steamer freight 
on clinker has been increased 
by Rs 3.50 per tonne with effect 
from June 1962. The Company has 


been continuously representing to 
the Govemincnt to revise selling 
price ex-Sewree to set right the 
original low price and to give effect 
to the increase in steamer freight. 
It is surprising that whereas increase 
ill steamer freight on transport of 
Cement is automatically payable by 
the State Trading Corporation, such 
adjustment in respect of increase in 
steamei freight on clinker, which 
should have been likewise automatic, 
has not been allowed to your unit. 
The matter is still being pursued 
with the Government and it is 
hoped that a fair view will be taken 
in the matter without further strain¬ 
ing the lesources of the Company. 

Price Revision 

The Government has announced 
for the Cement Industry a general 
rise of Rs 2 75 in the retention 
price with effect from 1st June 1963. 
As there have been increases in the 
cost of the various items of produc¬ 
tion immediately after the last an¬ 
nouncement in price, it is unfair 
not to give retrospective effect to 
the revised prices. It is in this con¬ 
text equally necessary that the Gov¬ 
ernment announce a s|>ecihc formu¬ 
la to provide for automatic escala¬ 
tion m respeit of increases in cost 
of fuel and powei and increases due 
to other factors on account of Gov¬ 
ernmental measures. 

Packing Charges 

You might he aware that the 
Government has been fixing charges 
for packing every quarter. The said 
charges were fixed in the past on 
the basis of average price of new 
gunny bags prevalent during the 
previous nine months However, the 
Government has changed the basis 
of fixing packing charges effective 
from fourth quarter of 1962 and 
packing charges since the said quar¬ 
ter are being fixed on the assump¬ 
tion of 50 per cent packing in new 
bags. Further, .the cost of old gun¬ 
ny bags has been taken for pur¬ 
poses of paying the packing charges 
at 65 per cent of the market price 
of new bags, whereas the actual cost 
to the industry as represented by 


the Cement Manufacturers Associa¬ 
tion, is around 85 per cent of the 
cost of new bags. Let us hope that 
the representation of the industry 
will be favourably considered with¬ 
out putting the industry into fur¬ 
ther difficulties by fixing the pack¬ 
ing charges on the basis of ‘no pro¬ 
fit no loss.’ 

Coal Subaidr 

The question of subsidy on coal 
received by sea-route has not yet 
been attended to the satisfaction of 
the consumers as per the assurances 
held out by the Government while 
introducing the system of alternate 
means of transport. 

Attbestos Products Factory 

1 am glad to inform that the 
Asbestos Products factory of your 
Company went into production from 
November 1962. The teetliing expe¬ 
rienced during trial operations have 
been overcome and the plant is now 
steadily gearing towards production 
according to rated capacity. The 
output of Asbc.Htos Pressure pipes 
and Asbestos Sheets turned out by 
your Asbestos factory has been well 
received in the market and it is 
hoped that endeavours to maintain 
the momentum already achieved 
would improve the earning prospects 
of your Company 

Messrs Johns Manville Corpora¬ 
tion of U S A, the Collaborators for 
the Asbestos Project, have applied 
foi and have been alloted 15,000 
Equity Shares of the Company at a 
premium of Rs 50 per share as 
decided in the Shareholders’ Meet¬ 
ings held on 27th August, 1962 and 
25th March, 1963. 

Switchover to Oil Firina 

Your Company has decided to 
switch over to oil firing in place 
of coal firing and arrangements 
have been made to effect the com¬ 
plete change over from coal firing 
to oil firing by 1964 

Note :—This does not purport to be 
the proceeding.s of the annual 
general meeting 
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The Elphinstone Spg & Wvg Mills Co Ltd 

Speech of the Chairman, Shri N K Jalan 


•pHE following IS ill*’ spi-prli <lpli 
veri'iJ liy llii' ( tmirriidii Shri 
N K Jnlan at th*’ Anniml f/Pii<‘raJ 
M<!rting of Th(’ hl|>tiiiisioiif Spg & 
Wvg, Mills (o l.i'l on tlx' 27tli 
June, 1963 al lloinbay 

Gentlemen, 

It givea me great plea-'Ure to wpI 
come you all to thi.s I oiiyfourtli 
Annual (»i*iieriil Mei'iuig ol yoiii 
Company. The Uirec-tois’ llcport and 
the Audited Slatenicnt of Anourits 
have been with you hir some tune 
now and with your permission. I 
shall lake them as read 

In the year under ie\iew, the 
gross trading profit was IG 
35,24.501/- I hope you will <on- 
sider the working lesuits of the 
year quite sutisfaitory espenally m 
the face of a nuinlier of adverse 
circumstances in the working caused 
by the very diHiciill a\.iil.dulity of 
cotton and the consequent high 
prices that had to be paid for cot 
ton, increased lahtiui cliarges. in- 
creased cost of store.s, electricity 
etc although the price of < loth 
remained the same on account of 
voluntary price control 

Taxable dividend on Ordinary 
Shares has, therelore, been reduced 
to 18% from last year's 22*’/(i 

The year under review was mark¬ 
ed by lower output inaiiilv on ac¬ 
count of paucity of cotton and 
generally slack demand A very 
grave situation arose with cotton 
mills out of the malai-e of accumu¬ 
lation of stoc-ks which started from 
the month of May, 1962 and, steadily 
deteriorating month hv month, 
reached a crisis at the close of the 
year The long drawn-out crisis 
during the last c]uniter of the year 
was mainly a crisis of confidence 
generated liv wai psychosis, which 
was also responsible for panicky 
trnclmg condiltons dm mg this 
pel K)d 

Al the same time, the pruduction 
cost went up considerably on yarious 
founts Theie was an in ule shoit- 
age of cutloii supplies dm mg the 
year resulting in luiuiyvay (irices 
The Goyernment increased the eeil- 
illg pnres of Indian cotton by Rs 
125/- per candy of the cotton crop 
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of 19()2-63 season and most of the 
yanelics of Indian cotton were 
luling arcnincl their ceilings. Excise 
cluiies on .several chemicals and 
dye’s had been imjiosed in the year 
Losses had to be incurred on ac 
I'ounl of the obligatory export 
scheme yoluntarily accepted by the 
industry — as a result of heavy 
undercutting of prices by the milLs 
selling for export. A surcharge of 
10.5% was levied on power bills 
with effect from July. 1962 Basic 
wages were increased by a flat rate 
of Rs 2/- per month per worker 
from January, 1962 Average dear¬ 
ness allowance payable to woikcrs 
reached the highest figure of Rs 
9,5 76 nP foi 26 working day s Lni 
ployer’s contribution under the 
Lmployc’es' Stale Insurance Sehemc 
yvas doubled from 1J% to 2i% 
with effect from the 1st April, 1962 

Bonus 

It will be noticed from the Re 
port and Accounts that a sum of Rs 

6.. 5().(K)()/- has had to he transferri’d 
Irorn General Reserve to enable 
your Directors to pay the dividend.s 
as recommended This tran.sfer was 
effeeted mainly on account of heavy 
inroad.s made into the profits of the 
year by the additional provision 
that had to be made for bonu.s to 
employees lor a sum of Rs. 

12.76.. 3.59/- in respect of the years. 

1959. 1960 and 1961 under an 

Award issued consequent on the 
decision given by Shri Y B Chavan, 
the former Chief Minister of the 
Slate ol Maharashtra who had been 
appointed as the mediator in the 
disputes for bonus for these years 

It Is a matter of serious eonsider- 
.ition whether such extraordinary 
d i.s burse men ts by yiny of bonus to 
the employees are really justified 
at a time when the needs of the 
industry to plough hack profits are 
high foi the purpose of moderni¬ 
sation of Its plant and equipments 

It IS al.so urged, for the consider¬ 
ation of the Bonus Commission ap- 
[loiiited by the Government, whether 
in tlie case of composite companies 
owning factories belonging to diffe¬ 
rent industries like yours, bonus 
payable to workers should not be 
assessed in reject of each factory. 


although the Balance Sheet of the 
company is one covering the work¬ 
ing of the factories together. The 
profits and the prior charges can 
be allocated between the different 
factories of the same company and 
the assessment of bonus payable to 
workers of diffeient fai tones should 
not be diflicull 

Cloth Exports 

111 spite of the fact that the in¬ 
dustry volunteered to bind itself to 
a minimum export performance, 
results achieved so far have not 
been satisfa* lory. India’s export of 
iloth during the year 1962 stood 
at 508 million yards worth Ks. 40 
trores as compared to 572 million 
yards worth Rs 46 crores in 1961, 
690 million yards worth Rs. 54 
Cl ores in I960 and 810 million 
yards valued at Rs 55 crores in 
1959, evidencing a steady decline 
m the (ountiy’s exports in the last 
few years Your Mills could main¬ 
tain its export al the preceding 
year's level of about 14% of the 
production of the year 

Although quality control, diversi¬ 
fication oi pioducls and market re- 
scaicli as part of a three-phased 
progruinme of expansion of exports 
might helj) in the export drive, one 
has to go to the root of the pro- 
lileni by studying the practieai 
difficulties being faced for correct¬ 
ing the present unfavourable trends 
One of the jinmary needs of the 
industry has been rationalisation 
and modernisation of plant and 
equipment The competitive ability 
of the industry in the international 
market has to be bolstered up by 
reduction in prices and by econo¬ 
mising cost with the help of mod¬ 
ern machines and judicious employ¬ 
ment of labour 

Besides, the steady increase in 
the cost of raw materials has also 
proved highly unfavourable in 
successfully tackling the export 
problem It will be increasingly 
difficult for the industiy to sell in 
export markets if it cannot procure 
raw matenal.s at economic prices. 

It is also unfortunate that under 
the last budget the benefit of re¬ 
bate has not been extended to the 
cotton textile industry if its manu- 



T1B« BCOHOMIP VfEEKtY 




failures are not directly e;q>orted 
by the producers themselves. 

Colton 

It is ironical ibr pur country 
where the problem of cotton sup¬ 
plies is so acute that this is the fifth 
successive year in which world 
production has risen to a new re¬ 
cord with the help of the excep¬ 
tionally high world yield of 285 
lbs of lint per acre as compared 
to the poor Indian record of 112 
lbs. per acre. The yield per acre 
during 1962-63 in the U.S.A., 
Egypt and Pakistan is 455 lbs„ 583 
lbs and 219 lbs respectively. In 
our country, on account of low 
productivity, we are constrained to 
live a hand-to-mouth existence with 
regard to the requirements of cot¬ 
ton. It is only to be hoped that 
with the establishment of a perma¬ 
nent organisation of cotton research 
as propo.sed by the Bangalore Ses¬ 
sion of the International Cotton 
Advisory Committee, the level of 
productiv'ity will increase and we 
will be able to attain self-sufficiency 
in tbi.s essential raw material in 
due course especially when the area 
under cotton cultivation in India 
IS the highest m the woild 

Besides, the prices payable for 
cotton continue to remain at a high 
level. Either there is a failure of 
crop and the prices payable by the 
mills are very high as for the sea¬ 
son 1961-62, or there is a good 
cotton crop but the prices payable 
are all the same very high on ac¬ 
count of the Covernment raising 
the ceiling prices as in the case of 
the crop of the current season It 
is keenly felt that it should serve 
the purpose of the country better, 
if instead of the farmer being en¬ 
couraged to develop a sort of vested 
interest in the low level of his 
production, serious efforts are made 
to tackle the problem of increasing 
the productivity The prices of 
Indian cotton varieties are at pre¬ 
sent above the world parity and 
the advantage of relative cheapness 
which obtained to ihe Indian Cot¬ 
ton Textile Industry m the past is 
now almost entirely lost much to 
the detriment of export promotion. 

Leather Cloth Division 

As mentioned in my speech last 
year, the working of this division 
was not as satisfactory during the 
year under review as that in the 
preceding year, mainly on account 


of drastic cute effected by the Go¬ 
vernment in the import licences for 
the essential raw materials required 
in the manufacture of leather cloth- 
Owing to very much restricted im- 
portes the raw materials had to be 
purchased from indigenous manu¬ 
facturers at prohibitive prices with 
the result that the profitability of 
this division was very much affected. 

On account of drastic cut in the 
import of P.V.C. raw material and 
the highly irregular policy adopted 
in regard to distribution of Plasti¬ 
cizer by the only manufacturer, 
working of our plant was stopfied 
for about three months 

I consider it my duty to refer to 
another serious handicap that is 
militating against our economic 
growth. Ours being a composite 
eompany, we have to pay textile 
wages to the workers of leather 
Division also, whereas other con¬ 
cerns manufacturing exclusively 
Leather Cloth are not bound by 
such imposition and hence we have 
to work under such handicap. 

Expansion 

After the purchase of the block 
of Moon Mills wa.s completed a» 
referred to in the last year’s Report, 
negotiation.s were «taited with the 
National Industrial Development 
(^orpotalion Ltd. foi a loan fiom 
them for equipping this newly ac¬ 
quired unit with the latest types of 
spinning and other required machi¬ 
nery The negotiations are still in 
progress 

High Cost Structure 

You will naturally expect me to 
give some idea about the current 
working and the future pnispects 
In thi.s connection, I am constrain¬ 
ed to say that while the prices of 
cloth have remained the same as a 
result of the voluntary price eon- 
trol in force from September I960, 
the cost of production of this indus¬ 
try has only been steadily increas¬ 
ing. Apart from the heavy incid¬ 
ence of new finaneial burdens on 
the industry effected in and from 
the year under review as mentioned 
in the foregoing paragraphs, several 
other measures have contributed to 
a much steeper cost of production 
in the current year which are more 
or less of a permanent nature. 
Duties on several important items 
of stores have been increased. 
Machinery will cost more on ac¬ 
count of customs duty on capital 
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goods. Import duty on raw cotton 
has been reimposed. Freights and 
Inter-State sales-tax have been in¬ 
creased. The Power Supply com¬ 
pany effected a further increase of 
about 26% in their tariffs from 
last May in addition to a surcharge 
of 10.5% imposed in July 1962. 
The financial commitments involved 
in the Emergency Risks Insurance 
Scheme which was brought into 
force from the beginning of the 
current year will also make size- 
able cuts into the profits of the 
company. Several tax measures 
have been introduced by the State 
Government inclusive of increase in 
sales tax on cotton and certain 
important items of mills stores, 
chemicals etc The cost of borrow¬ 
ings has increased as a result of 
the increase in the Advance Rates 
of Banks. 

In order to help the Government 
in holding the price line, the mill 
industry has so far pegged down 
its prices to the level of those 
prevailing at the end of 1960. 
With all these additional burdens 
since 1961, however, it is difficult 
to say how the mills will be able 
to run economically if the Govern¬ 
ment does not allow an upward 
revision in the prices of cloth. 

Modernisulion and Renovation 

In spite of several handicaps, the 
management has been continuously 
modernising your mills with a view 
to he able to hold its own even in 
the most difficult times 

During the year under review, 
machineries worth ’about Rs. 20.45 
lakhs hav'c been further installed 
and put into commission. These 
include one Mercerised Plant, 48 
Tcxiiind Aiitoiiiciiir Looms, .3 High 
Spn-d Drawing Fianics. 1 Cockers 
High .'?[)ccil .Slasher Sizing Machine, 
I Polymerising Machine, I Warp 
Tying Machine and 5 N M M. 
Ring Frames. Further, after the 
close of the year, 2 High Speed 
Drawing Frames, 1 Chemic Machine, 
1 Comher, 1 Acid Ager and II 
Constant Card Strippers have already 
been received and installed. 

We further expect early delivery 
of 4 OM/RKI Ring Fiames and I 
Dornaraat Continuous coating Plant. 

As for the spinning Section, I am 
glad to inform you that your Com¬ 
pany was granted permission last 
year to install 3088 additional spin¬ 
dles for balancing purposes in addi- 
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tion to 3200 apindlM granted m the 
previous year. Orders for indigenous 
ring frames have been placed but 
deliveries have been rather dis¬ 
appointing and we could complete 
tile installation of only 22‘K) new 
spindles We have also applied for a 
licence to put in fiOft? additional 
spindles for balancing purpose-- 

In view of the dilTKiilt [sisition of 
supply of new Ring Frames, the 
Company corilimied during the past 
year its progranime of coinerling its 
existing Ring Frames to longei lifts 
and to the late.st systems of High 
Drafting and equipping them with 
Pneumafil Simultaneously the Com¬ 
pany also carried out the conver¬ 
sion of some of the exi.sting speed 
Frames to High Drafting and Can- 
Feed on experimental basis The 
Company suereeded in obtaining 
Import Licence for 2 Simplex 
Frames of the latest model from 
Japan and applied for import of 
further 4 machine.s of the same 
ty|ie. Subject to the availability of 
import licences the company has a 
programme to change its entire old 
Blow Room machineries, Draw 
Franses and Speed Frames in 
course of time. 

The installation of 5 New High 
Speed Draw Frames was in useful 
replacement of old machines and 
it was completed duiing the year 
under review. In the year 1960, 
the Company installed 4 High Speed 
Combers to enhance the comlnng 
capacity for the production of 
goods of superior quality The 
combing capacity has now lieen 
further supplemented by one more 
High Speed Comber of the latest 
type installed this year 

An experimental Super High 
Draft Frame of indigenous make 
was also installed during the year 
under review and further orders 
for 4 Super High Draft Ring 
Frames were placed for delivery 
this year The C.oinpanv already 
has a Super High Draft Plant of 
8000 spindles working since 19S6 
and additions of Suiici Hicdi Diaft 
spindles are now being made, with 
a Slew lo elTf'tting furlliei e(t>nomies 
in the working of the Company. 

In the Weaving Preparatory 
Department one High Speed Sizing 
machine was installed in addition 
to one nuicliine installed m the 
previous year The l!aih<'i (.dnian 
Spooler & Warpci winch were in- 
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stalled and put into commiiaion In 
the year 1961 have moderniaed 
about half the Winding and Warp* 
mg Sections. With a view to com¬ 
pleting the modernisation of this 
Department, the Company is now 
considering the installation of the 
latest Automatic High Speed Wind¬ 
ing & Vl'arping machinery incorpo¬ 
rating revolutionary changes in 
Winding technique One Automatic 
Warp Tying machine was received 
last year and orders for further 
such .lutomatic machines are under 
consideration. 

fn the Weaving Shed, 48 Auto¬ 
matic Looms were installed in re¬ 
placement of old plain looms and 
installation of further 96 Automatic 
Ixioms IS under consideration. The 
company could not finalise order 
of further imported Automatic 
Looms last year and is now consi¬ 
dering the purchase of indigenous 
looms which are being made with 
foreign collaboration and arc now 
available 

In the Processing Section, the 
Company made the extension of 
this department for improving the 
layout and reduci^ the labour 
cost in handling Tne Mercerising 
machine was installed last year and 
the Screen Printing Section was 
also put into commission. These 
two additions have increased the 
saleability of the Company’s pro¬ 
ducts which are now made in 
greater variety and finish to meet 
the demand of the market 

It IS, however, paradoxical to 
note that we have to modernise our 
mills with so-called new machi¬ 
neries which are in fact out-dated. 
You will be interested to learn that 
rapid scientific improvements such 
as continuous Automatic Spinning 
Equipments, Jet Looms etc are be¬ 
ing introduced in other progressive 
countries whereas we have to re¬ 
main content with out-dated 8” Lift 
Spinning Frame and old tyfie of 
Auloniatu Looms 

ITnfortunatelv, the Government is 
placing limitations in regard to re¬ 
placement of ordinary looms with 
Automatic Looms For instance, the 
condition of compulsory export 
against installation of Automatic 
Ixjoms IS so drastic that Mills are 
finding it difficult to replace ordi¬ 
nary looms with Automatic Looms. 

It is imperative that the cost of 
production should be brought down 


so that our products may comp^ 
in the world markets against mimy 
other advanced countries. Fuithw, 
the cloth must be of superior 
standard and one of the prerequi¬ 
sites for the production of quality 
cloth is to have Automatic Looms. 

For the Leather Cloth Division, 
we have ordered out one of the 
most modern and up-to-date equip¬ 
ments with the object of producing 
Leather cloth of international 
standard and we have also arranged 
for availing the services of foreign 
technical consultants to advise us 
on the latest techniques in the 
field of Leather Cloth manufacture. 
With the arrival of the new equip¬ 
ment, we also hope to compete 
successfully in the export markets 
of this product. 

In conclusion, I have to sincerely 
thank my colleagues on the Board 
and to express my appreciation to 
the executives, staff and workers of 
the Company for the valued co¬ 
operation extended by them during 
the year. 

Thank you, 

N.B This docs not purport to be 
the proceedings of the annual gene¬ 
ral meeting 

Andhra Bank 

’PHE Andhra Bank, Masulipatnam, 

(Estd in 1923) has made a 
satisfactory progress during the 
year 1962 Deposits have increas¬ 
ed fiom Rs 15 78 crores to Rs 18.17 
crores showing a rise of 15.2 p.c. 
Advances have risen from Rs 9 09 
crores lo Rs 10.25 crores i e by 
12.7 p t Investments have gone up 
from Rs 6 60 crores to Rs 7.19 
crores The total income earned 
from all sources has amounted to 
Rs 128 94 lakhs being 16 p c higher 
than Rs 110 46 in the previous 
year. But the net profit has de¬ 
clined, as in the case of many 
hanks, from Rs 10.97 lakhs to Rs 
8.34 lakhs i e by 24 p.c. The 
lower profit is staled to be the 
result of a sudden and large fall 
in advances again.st gold, owing 
to the control measures initiated 
by Government, higher emoluments 
to staff and deposit insurance pre¬ 
mium. After transfernng Rs 2.10 
lakhs to the Reserve Fund which is 
now raised to Rs 22 lakhs and pro¬ 
viding Rs 3 lakhs for taxation, the 
Directors have declared a dividend 
of 8 pc (subject lo tax). 
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Jyoti Liinited, Baroda 

Speech of the Chairman, Shri Nanu B Amin 


THE following is the speech of 
the Chairman, Shn Nanu B. 
Lnun at the 20th Annual General 
Meeting of Jyoti Limited, held on 
une 19, 1%3: 

'nends, 

1 am happy to welcome you to 
[us Twentieth Annual General 
feeting of your Company. 

The Directors’ Report and Audit- 
d Balance Sheet and Profit and 
X)ss Account for the period ended 
1st December 1962 have been in 
our hands for some time and 
nth your permission 1 shall take 
fiem as read. 

You must have noticed from the 
ccounts that the Sales during the 
ear under review reached a level 
f Rs 2,04,40,787/- which when 
ompared with that of the previous 
ear indicates an increase of about 
8 .5%. This increase in sales is an 
utcoine of our expanding activities 
nd the efforts made by all con- 
erned to step up the production 
nd sales. Although the total net 
rofit of your Company is slightly 
lore than that of the last year, the 
callable amount for distribution 
) Shareholders is less because of 
icreased incidence of taxation. 

Super Profits Tax 

The recent fiscal and economic 
leasures adopted by the Govern- 
lent have hardly provided any 
icentives. Instead, they have 
reated problems, which 1 am 
fraid, tend to discourage industrial 
rogress in the coiintiy 1 would 
ke to refer to the Super Profits 
ax The very (oncept of Super 
rofits Tax is arbitrary and irra- 
onal. Profits are the outcome of 
umerous factors. Apart from the 
lund economic principle that risk 
nd return should go together, 
aod planning, organization and 
dministrative efficiency contribute 
itally to the profits earned by an 
idustry. I think, it is unfair to 
sprive an Industry of the legiti- 
late fruits of its efficiency by 
■bitrarily defining the Super Pro- 
ts Tax as the one which is in 
ccess of 6% of the Paid up capital. 

is high time that authorities 
lalised that the burden of Defence 


and Development can be borne by 
the Industry only if it is instilled 
with a confidence that efficiency 
would be allowed to blossom and 
will be at a premium and not at a 
discount. This can be done only if 
Ijovernment takes a pragmatic view 
of economic problems of the country. 

Since we met last, a gieat up¬ 
heaval has taken place in this 
country Chinese invasion of India 
has created a national emergency. 
This means that we are all called 
upon to meet this Chinese challenge 
on economic and military fronts. 
Your Company will give its best in 
emergency as it did in normal 
times The situation created by 
Chinese invasion requires mobilisa¬ 
tion of all productive resources and 
I am sure, we will not lag behind 
in contributing our mite towards 
this. Our only fear is that owing 
to recent Government policies, all 
the efforts we make might not 
prove as effective as they otherwise 
would 

Steady Proftress 

Fiyen in the rather difficult pre¬ 
vailing conditions, I am glad to 
state that your Company has been 
pursuing its manufacturing activi¬ 
ties satisfactorily and maintaining 
a steady progress. We are at pre¬ 
sent covering a very wide range of 
products. You must have noticed 
from the Directors’ Report that 
the present need of the Company 
is to consolidate various develop¬ 
ment projects taken up over past 
few years and rationalise its pro¬ 
duction programme. From the 
modest beginning which your Com¬ 
pany had made some twenty years 
bark, it has now reached a stage 
when it is acknowledged as one of 
the leading manufacturers of large 
Pumps and large Electric Motors. 
We are also one of the few contri¬ 
butors in the production of Low 
Tension and High Tension Switch¬ 
gears and Switchboards. Besides 
this, our new line viz., the manu¬ 
facture of Hydro-Electric Genera¬ 
tors and Turbines is expected to 
contribute materially towards the 
generation of electricity in this 
country. 

Highly advanced countries like 
France and Germany are increas¬ 


ing hydro-electric power genera¬ 
tion by installing micro-sets ix. 
sets between 3 kW and 1000 kW in 
large numbers. In West Germany, 
in a small province of Bavaria 
alone, there are more than 760 
small hydro-electric generating 
stations producing a little over 
200.000 kW of power. In our 
country also, these small sets can 
contribute quite substantially in 
the field of electric power genera¬ 
tion. 

You must have observed from 
the Directors’ Report that your 
Company has obtained a licence 
for the manufacture of Extra High 
Tension Circuit Breakers and very 
shortly it expects to get a licence 
for the manufacture of Alternators 
up to 3000 kW. These are highly 
prospective lines, which are ex¬ 
pected to contribute substantially to 
the economic growth of our 
country. 

Export Incentives Inadequate 

When we met last year, I had 
informed you that your Company 
is making every effort to popularize 
Its products abroad These efforts 
continued unabated during the 
year 1962 This is, however, only 
a beginning and much remains to 
to be done in the field of exports 
Our national economy demands 
that every one niakes great effort 
in exporting as much as possible 
In addition to the countries of East 
Africa, Pakistan, Egypt, Burma, 
Bahrain. Cyprus, Iran, etc we have 
been successful in tapping newer 
markets in centres like Viet Nam 
and Kuwait Besides this, we are 
exploring possibilities of establish¬ 
ing markets for our pumps m ad¬ 
vanced countries like U.S.A, 
USSR, and Australia, 

As you know, establishing and 
maintaining export markets is a 
very expensive business Of 
course, the import entitlement, 
income-tax relief and such other 
concessions offered by the Govern¬ 
ment to the exporters provide some 
relief. This is, however, not ad¬ 
equate In the face of severe com¬ 
petition abroad and inflated cost 
structure at home, more liberal 


1089 




THE ECONOMIC WSBClv 


JVly 6, 1963 

incentives h«ve become cwntial. 
The production tost in this country 
it constantly nsitip and one of the 
major contnbutory factors towards 
this is the taxation jKilicy of our 
Government. Corporation Tax, 
Excifie duties, bales Tax, Fmer- 
j'ency Insurance and f ustoni'- duties 
are constantly bemp rai.sed by the 
Government The effect of some 
of these taxes is multiple, because 
each raw material pets faxed in 
various foitns at saiioiis stapes be¬ 
fore it reaches the final manufactur¬ 
ing unit. In the f irrumsiances, it 

Around Boynhay Muykrh 


1 oiihileiK !• niiplil take 
tune to leliini to the stock 
rnaikei. the mi .ipp*“iiis to fiaie 

ended It IS not llial the market 
lias siapul am speddfiilai lecnieiy 
from the ptmious neck's panicky 
lows but the uidikei retivdl of 
inqiniy foi the bilbeito (Oin|iletely 
iiepleited lasti scnjis. jiarticiilarly 
the new shaies, |> imlitatise of a 
sipnifuant linn in niaiket psycho- 
lopy The ris( in puces of many 
of the new shaies like /eiiitll .bteel. 
Hindustan Ahiininuim. South India 
Vis(os<‘, Or I’aiil Loliniaii. I’yrol 
eiiax. Madias Hiibhei. Synthe¬ 

tics and Clieinual' and (ioloiii 
( hem ciyei ihi pas| few days lias 
indeed heen iininesKiye The |)ri- 
forinniue of the spcculatice ccuin- 
lers has not been siiikinp, fhouph 
ceilain shaie-- like Shi\ra|juir. Tata 
Oil and Tata .Steel haye recorded 
yei\ lianclsonn- pains 

The luin in senliinenl reflects 

the markel's plowing lielief that 
ihi (',<>\"enimenl i-- now feeling 
deeplv (cinieined ocer the depresp- 
ed coiidilion-. in the mvrptment 
in.nket i spec i.ills the new issue 
inatkel ’Ihe Finance Ministei 

De^.u's disclis-iiiiis last week with 
the hemb ii[ top tinanrial nislilu- 
lioii' of the \aiioiis ineasiiies for 
lonnip up tin imestinent market 

hnee had a 'iginhiant ellecl on the 
general market psM holopy What 
the authorities miplu do to boost 
the market's morale remains to he 
seen hut the need foi lesioimp 
eonfidence can .scaiceK be o\Tr- 
enipliasised Nearly two-lhirds of 
the new shares issued since lanuaiv 
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has now become increasingly diffi¬ 
cult to compote in the world mar¬ 
ket This IS one of the reasons 
why exports of non-traditional 
items call for greater measure of 
incentives than provided at the 
present moment. 

Increased production and full 
utilization of the existing plant is 
the need of the hour There are 
many factors which are beyond our 
control in achieving this Inade- 
(|unle transport facilities, insuffi- 
(lent quota of controlled materials, 
scarcity of electric power, etc 


The Rot Ends 


am now being quoted at oi 
below par. And it is no seciel 
that veiy rceenllv- even in the- case 
of some fust late issues, the undei- 
wnters have had to take up quiti- a 
hip load themselves 1C the condi¬ 
tions olitaming in the capital mai- 
ket at [iiesenl are allowed to persist 
for I onp. new issue aetivity is 
(lound to receive a fuither serious 
sethac k. 

Last week’s disiusMons between 
the Lhiion Finance IMimstei ami 
the lejiiesenlatives ol the financial 
institutions art' said to have eover- 
td a wide held, incluclinp hank 
credit, capital issues contiol. the 
marpiii system enforced m slock 
exchanges and the Government’s 
firojiosal to set up an investment 
tiiist The awareness on the part of 
the authorities of the ‘cri.sis’ in the 
imeslinent market holds out the 
hope that soniethinp will he done 
to lone up the market This should 
check any further del> rioration in 
the market sentiment, hut the reco- 
veiv will dejiend on the remedial 
measiiies that the authorities will 
actually undertake 

Colton 

Balls Uneasy 

THF (otion inaiket last week de- 
celojied Further weakness and 
the decline in puces was more pio- 
nounced in ready than in futures 
which recovered most of the lost 
ground near the week-end due main¬ 
ly to short rovering induced by 
technical considerations. The Au¬ 
gust contract which had seen a 


tend to nullify efforts at fuller utili¬ 
zation of existing equipment and 
facilities. 

Hefore I conclude, I take this 
opportunity of thanking my collea¬ 
gues on the Board and the staff 
and the w'orkers of the Company 
for their unstinted co-operation. I 
now commend the Annual Accounts 
and the Directors’ Report for your 
consideralion. 

Note This doe.s not purport to be 
a record of the proceedings of the 
Annual General Meeting 


Thursday, Morning 

high of Hs 709 in the preceding 
week dropjied to a new low of Rs 
Ob? .50 Later it rallied to Rs 694 50 
and at its Wednesday’s closing of 
Hs ()9,-! 50 the lontraet showed a 
net los- III only Rs 2.25 per 3 
qumlul' n\ei the week. The week¬ 
end lally was essentially technical, 
the preceding fall had lieen steep 
enough to tempt beais to cash their 
piohts and induce modest replace¬ 
ment buying The underlying senti¬ 
ment (ontmues to he bearish And 
not w’lilioiii good many leasons 

Slidv demand foi selected lots of 
qiialils (ollon by a few needy mills 
Is about all that spot houses had to 
report for the week That the spin- 
nei inquiry should be extremely 
restnrtcd is not the least surpris¬ 
ing Despite the fairly comfortable 
sujipli position of cotton, mill con- 
sumiilion Is running below the pre¬ 
vious bcason’s level—the total for 
eight months — September to April 
— amounts to .17 40 lakh bales 
against 57 93 lakh hales And the 
April-end stocks with mills total 
10 95 lakh bales against 15.62 lakh 
bales at th" end of April 1962. 
'Hiese slocks are sufficient to last 
for foul months on the basis of the 
current consumption What is more, 
the weather news has continued to 
he very encouraging. Almost all 
the eotton producing areas seem to 
lie well satisfied with the progress 
of the monsoon Of course, it is 
much too early to talk about the 
new erop and the sceptics might 
well say that rarely has the coun¬ 
try had two good suocessive bar- 






vests. The. deterioration in market 
sentiment last week was in no small 
measure due to the likely import 
of 3 lakh bales (500 lbs each) of 
LI S cotton in exchange for man¬ 
ganese ore, ferro-manganese and 
some other minerals under a spe¬ 
cial barter agreement. If the coun¬ 
try is lucky enough to have an¬ 
other good crop — lucky, because 
everything depends on the weather 
- - the cotton trade can look for¬ 
ward to another year of profitable 
activity. The Government will not 
perhaps need to enforce the super¬ 
visory system of marketing cotton 
which has nothing to commend 
when kept well within the statutory 
ceiling. 

Oilseeds 

Firm Tendency Persists 
J-HK oilseeds market continues to 
display a firm tendency. The 
weather news has not been iinen- 
couraging, though the important 
gioundnut producing area of Saii- 
rashtra is not fully -satisfied with 
the piogress of the monsoon But 
that is not the only reason or even 
the main reason for the remarkable 
strength in groundnuts which conti¬ 
nue to set the tone for the rest ol 
the market. After keeping sigihtly 
subdued early in the week due to 
corrective profit-taking, groundnut 
lutures quickly recovered the lost 
pround and closed higher over the 
week. The maturing July contract 
was unoHicially quoted above the 
reiiing of Rs 236 at the week-end 
And the distant September contract 
which had eased from Rs 230.62 to 
Rs 227 75 moved up to Rs 231.87 
on anxious bear covering and scat- 
leied Lull support. The strength 
in the spot material has been more 
marked than in futures and the 
tendera'ble bold variety is quoted 
around Rs 241 per 250 kgs. Vanas- 
pati manufacturers have not ceased 
to be aggressive buyers after secur¬ 
ing a further rise in the ceiling 
prices of their product. And accord¬ 
ing to informed sources, the revis¬ 
ed prices of vanaspati are high 
enough to permit the manufacturers 
purchase their raw material — 
groundnut/groundnut oil — at still 
higher prices and yet make reason¬ 
able profits. Apart from the keen 
demand from vanaspati manufactu¬ 
rers. the strength in groundnuts is 
also attributable to the sufbstantial 
export business in groundnut oil 


and' groundnut extractions this aea- 
aoQ. 

Other oilseeds have merely been 
followii^ groundnuts. Linseed fu¬ 
tures (^ptember contract) which 
had eased from Rs .38.31 to Rs 
37.25 (per 50 kgs) earlier in the 
week improved later to around Rs 
38.69. Business was restricted as 


usual. Overseas interest in linseed 
oil remains virtually absent, the 
export incentives notwithstanding, 
but the domestic industrial demand 
is reported to be running at a high 
level. Trading in c-astor futures was 
a dull affair; the Sieptenilier con¬ 
tract drifted idly between Rs 163 
and Rs 164.75 and closed utirhang- 



Have you tried 
balancing your budget? 

1 have—often! 

It is no longer a case of balancing—it’s just 
plain juggling!...Pay the milkman in full 
this month and the grocer on account so 
that the vegetable seller can be paid m part 
—the tailor will have to wait...and just 
when it seems to be working out—there 
are fees, doctor’s bills and insurance 
premiums, not to mention taxes and 
compulsory deposits. 

All of which remind me that I must somehow 
keep my insurance pohey going—and take 
some more, if possible, i look at it like this: 
if I, with my regular income, can barely 
make both ends meet, how will my poor 
wife manage should the worst happen to me? 

I must cut down on clothes? Perhaps. Less 
travelling, less entertainments, less parties, 
less festival expenses? Must talk to the wife. 

.' Atr/uc.i.ii 
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etj over the week at Ra 164.62 (per 


2S0 kp). 

Groundnut extrariions contmued 
to in good demand and over- 
aeBa piicea showed a distinctly 
hardening {endemy, presumably be 
cause oi the tremendous rise in 
«M>ya bean priced following appn-- 
henaiona about damage to l/ie stand¬ 
ing crops in Canada and the U S 
due to draught conditions, bxport 
houses reported further good busi¬ 
ness in groundnut extrai turns with 
Japan, llie ll Iv buyers also took 
fair quantities The latest l! K prices 
were mentioned around 1.14-121 
per ton for July shipment, i 35 for 


August and J3St9 . September, 
(/foundnut oil prifiea recorded an 
increase of about .£4 per ton, from 
i IU2 to £ 106 for crude and from 
i lOB to £ 112 for rehUed oil, but 
the trade did not report any fresh 
business. 'Fhough overseas prices 
for castor oil ware reported to be 
slightly higher, export business pUt 
through during the week was negli¬ 
gible fhrerseas interest in linseed 
cake and cottonseed cake was also 
limited but fair business — about 
7fX) tons — was reported in copra 
cake with the Continent and the 
juice realised was mentioned around 
£ 28 per ton. 


Huiinexs Notes 

Tata Group of Mills 


^MONG those units of the textile 
"^industry which suffeied a set-back 
during the year 1962 compared 
with the previous year, are those 
of the Tata group also. Tlie annual 
reports and accounts of the three 
Mills, Svadeshi, Tata and Ahmeda- 
bad Advance, for the year ended 
December 31, 1962, disclose a drop 
in Uie gross piofiis although sales 
have been fairly well maintained. 
Svadeshi’s sales turnover showed 
a small improvement of 3 p.c. at 
Hs 523.55 lakhs; sales of Ahmeda- 
bad Advance were up by 1 p.c. at 
Rs 308.38 lakhs, while Tata's .sales 
declined by a meie 0.2 p.c at Rs 
504.63 lakhs. Svadeshi’s gross 
profits fell from Rs 77 lakhs to 
Rs 59 lakhs i e. by 23 p.c.; Ahroeda- 
bad Advance’.H profits declined bv 
38 p.c. from Rs 37 lakhs to Rs 23 
lakhs, while Tata's profits shrank 
by 45 p.c. from Rs 70 to Rs 38 
loJchs. The profit margin receded 
from 15.2 p.c to 11.3 m the case 
of Svadeshi, from 12.2 p.c. to 7.5 
p.c. ill Ahmedabad Advance and 
from 13.8 p.c. to 7.4 p.c in Tata 
Mills. After allocations to depre¬ 
ciation, development rebate re¬ 
serve and provisions foi income-tax. 
tlie net profit of Svadeshi showed a 
decline of 33 p.c. at Rs 17.09 lakhs, 
that of Ahmedabad Advance fell 
by 50 p.c at Rs 13.38 lakhs while 
Tata Milks’ net profit recoidcd a 
greater fall by 63 p.c. at Rs 13.81 
lakhs. 

As a result of lower jirofits. all 
the units have to nil down their 
equity dividends. Svadeslii's divi¬ 
dend is tLijpId from Rs 19 to 
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Rs 17 per share of Rs 100, Ahmeda¬ 
bad Advance’s dividend horn Rs 12 
to Ra 11 per share of Rs 100 and 
Tata Mills’ dividend from Rs 5.50 
to Rs 5 jier ^are of Rs 25. Earn¬ 
ing per equity share in Ahmedabad 
Advance which in 1961 worked 
out to Rs 65.3 has come down to 
Ks 29.8 in 1962; Svadeshi’s earn¬ 
ing per equity share is reduced 
from Rs 2450 to Rs 16.01 while 
Tata's has dropped from Rs 14.4 
to Rs 5.2. A satisfactory feature, 
however, of these mills is that they 
have all built up over years some 
substantial reserves which should 
put them 111 good stead in lean 
years: for instance against a paid 
up capital of R.s 115 lakhs, 

Svodeshi’s reserve amounts to 
Rs 142 90 lakhs, Ahmedabad 

Advance has a reserve of Rs 87.81 
lakhs against its capital of Rs 60 
lakhs. Tala Mills whose paid-up 
capital IS 65.58 lakhs has accumu¬ 
lated a reserve of Rs 112.85 lakhs. 

The fall in profits is attributed 
by the Directors to adverse trading 
conditions for a part o£ the year, 

higher cotton prices, unremunera- 

tive compulsory exports and a rise 
in the ovvcrall cost of production 
without a corresponding increase 
in selling prices. Svadehi’s exports 
formed 8.25 p c of its total sales, 
Tata Mills’ exports accounted for 
11 p c of Its sales, while the value 
of exports of Ahmedabad Advance 
was merely 24 p.c. of its aggregate 
sales. In the statements circulated 
with the Reports, Mr Naval Tata, 
the Chairman has expressed his 
doubts about the fulfilment of the 


has alio <k*wn atmtiott lo ’^ !|l^t 
that if the price-line is not hehfv tne 
distributors who are iod^nd6^. of 
the indusu-iaiists often fMrOfilWtr. 
Referring to the proposal al, GoVdkn- 
ment to import staple fibre to fill up 
the gap between demand and 1^' 
ply of cotton, Mr Naval Tata opines 
that it is extremely difficult to blend 
staple fibre with cotton. Dealing 
with the future of the industry, the 
Chairman has warned the sharehol¬ 
ders that because of the defence- 
orientation of the industry and die 
uncontrollable increase m the coat 
of production resulting from a va¬ 
riety of factors and also the pegg¬ 
ing of cloth prices the future of the 
industry is unpredictable. Thus the 
outlook for 1963 remains bleak. 

Ctdonr-Chem 

JHE Accounts of Colour-Chera for 
the year ended March 31, 1963, 
show that the Company’s sales du¬ 
ring the year increased from Rs 2.36 
crores to Rs 2.75 crores i e by 16 
p. t. The net profit has risen from 
Rs 45.87 lakh.s to Rs 47.30 lakhs 
1 e by 3.1 pc The profit is arri¬ 
ved after providing Rs 10.79 laJchs 
(Rs 8.49 lakhs) for depreciation 
and Ks 64.29 lakhs (Rs 41.50 lakhs) 
for taxation including a provision 
of Rs 14.78 lakhs for SPT. Out 
of the disposable profits, the Direc¬ 
tors have transferred Rs 15.93 lakhs 
to a 'Special Reserve’ as it is expec¬ 
ted to be exempt from under sec 84 
of the Income-tax Act, and from 
the Sjierial Reserve, they have tra¬ 
nsferred Rs 15 lakhs to the Dividend 
Reserve. Utilizing the dividend 
reserve a dividend of Rs 12 per 
share (free of tax) Is proposed 
which will absorb Rs 15 lakhs 
Among other allocations. General 
Reserve gets Rs 26 lakhs and stands 
at Rs 67.75 lakhs at the end of the 
year Dividend equalisation Fund 
is raised to Rs 12 lakhs by the ad¬ 
dition of Rs 6 lakhs during the 
year. 

The Directors state that the 
Company’s production increased 
during ffie year within the limits of 
availability of raw materials. Only 
two-thirds of the installed capacity 
has been utilized. However the 
demand for the Company’s pro¬ 
duction is stated to be good. The 
current year’s sales so far are re¬ 
ported to be higher by 25 pc. TTie 
Company is planning to diversify 
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.1 K fionWi)} has akipped 
dividW tor die year 1962. The 
Company Wa» once a small and 
progreaaive concern paying hand¬ 
some dividends. But ever since 
its et^^sion, it ceased to be in 
the dividend paying list and this is 
the third year that the Company 
passed over the dividend. 

Sales turnover increased during 
the year from Rs 1.06 crores Hs 
1.40 crores. Net profit without 
providing for depreciation has 
declined from Rs 18.45 lakhs to 
Rs 16.97 lakhs owing to substantial 
increases in costs allround Out of 
the profits, a sum of Rs 11 lakhs 
IS transferred to General Reserve 
and Rs 6.15 lakhs to depreciation, 
but no provision has been made 
for taxation as against Rs 8.90 


Dur^i the year, the Bognd ia«J- 
toty at Bhopal worked tudisfactprily 
yielding higher produedon and tis* 
codina increased sales. But the ex¬ 
cise duty, aoCording to the Directors 
was the single biggest element in 
the sale price of hoards accounting 
for roughly 23 p.c, of the price. The 
Company paid excise duty to the 
extent of Rs 28.7^ lakhs as against 
Rs 18,21 lakhs in the previous year 
representing an increase of 60 p c. 
The increase in excise duty on 
straw boards from 15 nP per kg 
to 42 nP per kg (by 180 p c) by the 
Finance Act of 1963-64 will mean 
that on a price of 55 nP per kg of 
straw boaid, the increased excise 
duty works out to 76 p.c. The 
high price of straw board will not 
only tell on public consumption, but 
will have its effect on the requiie- 
ments of textile industry, and 
hook-binding and hox-making indu¬ 
stries as well, which are the main 


and tht production is on sale in 
the market. The cost of production" 
of paper baa gone up considerably 
owing to increase in excise diffiea, 
railway freight, taxation, war ruks 
insurance, ineneaped cost of chemi¬ 
cals, Stores, coal, etc. As the selling 
price of paper is not adequately 
revised upwards, the Dirciuors feel 
. that the increased costs have affect¬ 
ed the paper industry, making it 
run uneoonomically 

Jaipur & fileotrioaia 

YHE profits of Jaipur Metals and 
Electricals for the year ended 
December 31, 1962 after providing 
(or depreciation have amounted 
to Rs 14.93 lakhs showing a rise 
of 37.5 p.c. over the previous year’s 
profit of Ra 10.86 lakhs. The 
higher profits have followed a sub¬ 
stantial improvement in the sales 
during the year by 43.8 p.c. from 
Rs 160.12 lakhs to Rs 230.20 


lakhs in the previous year. The 
Dirertor.s state that due to inade¬ 
quacy of profits no depreciation or 
development rebate have been 
provided for the paper mills and 
the .surplus is ttansfened to 


consumers of straw boards. The 
Directors feel that the slab system 
in the levy of excise duty is placing 
many major producers of straw 
boards at a highly disadvantageous 
position. 


lakhs But the pre-tax profit mar¬ 
gin has slightly declined from 
6.8 p.c. to 6.5 p.c. Taxes provided 
amount to Rs 6.85 lakhs (Rs 3.91 
lakhs) which include Rs 52.000 
for SPT. The net earnings after 
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,tli* are Mt^er at Rt 8^' liAha 
laMw)* But 4gain the 
»H l^rofit margin has come down 
irom 4.4 px. to 3.5 p.c. 

ARocationa fr<Mn not oarninga 
are; Development rebate reserve 
Rs 3.50 lakhs IRs 3.05 lakhs); 
General Reserve Rs 1.22 lakhs 
(nil); and preference dividend 
at'6.M p.c. Rs 40,000 (Rs 42,640). 
The ordinary dividend at 6 p.c. 
which is payable on increased 
ordinary share capital raised from 
Rs 25 lakhs to Rs 49.95 lakhs dur¬ 
ing the year, absorbs Rs 3 lakhs 
as against Rs 2 50 lakhs at the 
rate of 10 p.c. No dividend has 
been declared on deferred shares 
which got 40 p.c. Ia.st year. The 
net earning per preference share 
works nut to Rs 101 and that for 
the ordinary share Rs 15.1. 

The Diieciors state that the pro¬ 
duction of ‘Jaipur’ house service 
meters reached a record level of 
211.240 nos as against 176.020 
nos in the previous year. The 
metal division produced 1,817 
metric lonneH of material com¬ 
pared with 1,717 Biotnc tonnes in 
the previous year. The major 
part of the machinery required for 
the Company’s expansion plans 
haw arrived. The industrial 
Finance Corporation of India has 
approved a further loan of Rs 
65.26 lakhs to the Company for 
implementing its st hemes of diver¬ 
sification and expansion of pro¬ 
duction. 

Money Market 

Thumduy, nutrninf^ 
^^ONlirnONS ill the money mar¬ 
ket remained easy duiing the 
week with (all money down to 1^ 
per (eat. Demand for funds slacken¬ 
ed and inflow eoniinned to increase. 
Willie bank credit fell by Rs 16.49 
erores. bank deposit), were up by 
R-s 10 82 ci'oies as on June 21. The 
hanks' Iialunees with the Reserve 
Rank were also up bv Rs 5.60 
I Mires. Mtimugli their cash balan- 
IPS weie .sliglillv lower by Rs 1.42 
(rores. then invesinienls sliowed a 
siibsiiiiitial increase by Rs 10.38 
erores. It is not surprisinp that 
sehrdiiled liank-*’ iKirrowings from 
Reserve Rank should fall by Rs 
6.51 eioies to a mere Rs 1.36 erores, 
as mentioned last week. 

The Rcseive Bank Returns on 
June 28 I'eflect a continuation of 
oa.sy money conditions. Scheduled 


banks’ ^P««bi. »W MR *fkin :hf 
9.76 crorea while ^Iieir borrowii^ 
from Reserve Bank b«ve further de¬ 
clined to Rs 1.17 erores compared 
with Rs 1.57 erores a yegr ago. 
The above features together with a 
contraction in notes in circulation 
by Rs 15.69 erores indicate a fur¬ 
ther advance of the slack season. 
Both Central and State Govern¬ 
ments’ depoaits with the Reserve 
Bank have increased during the 
week by Rs 16.16 erores while 
their borrowings show a decline of 
Rs 9.28 erores, which indicate lar¬ 
ger revenue inflow. 

Foreign assets, however, have 
again been depleted from Rs 112.62 
erores to Rs 106..34 erores (Rs 
117.42 erores a month ago and Rs 
97..32 erores a year ago), the foreign 
securities in the Issue Department 
being less by Rs 5.75 erores. 

A.S was expected, the Central Gov¬ 
ernment announced its second ins¬ 
talment of loan for 1963-64 on 
Monday last Two loans will be 
issued for a total amount of Rs 225 
crore.s on July 22. One is a 4 per 
cent 1969 loan at Rs 99.50 per Rs 
100 nominal — a further tranche of 
the existing 4 per cent 1%9 loan 
issued in May last repayable on 
May 8, 1969; another is a 4( per 
cent 1973 loan at par repayable on 
July 22. 1973. These loans ure a 
cafh-cum-conversion offers giving an 
option for the conversion of the 
13 maturing State loans. 

The market had expected a long¬ 
dated issue also There is a demand 
for long-dated issue not only from 
institutional investors but also from 
those who had liquidated their 
holdings in anticipation of a gene¬ 
ral fall in the prices of long-dated 
loans as a result of dearer money, 
financial requiromenis. more favour¬ 
able terms for new luansj etc. Ac¬ 
cruing cash surpluses from time to 
time were seeking refuge so far 
mostly in short dated and maturing 
■Stale loans. Banks whose investments 
were also rising, were marking 
lime for better upportunities The 
issue of short and medium-dated 
loans has therefore caused a sueprise 
The absence of a long-term issue ia 
definitely having a tonic effect on 
the whole giit-ed^d sk-tion. and 
this is reflected iif a rise of the 
long-dated and many other fouis 
immediately following the announce¬ 
ment. The Reserve Bank's resump¬ 


tion fd of 4|i por 
loan at par, which were stigpqndcid 
on June 24, may however go iwoje 
way towards satisfying market 
needs and may cover in |>art:> 'tke 
sliort-fall in tiw Government bor¬ 
rowing from the budgeted figure' ol 
RA 393 erores. 

Further, a ten-year loan would 
definitely fulfil the needs of those 
who hold and/or generally preWr 
medium dated high yieldi^ puri¬ 
ties like the State loans. The 'sfaorti 
dateds are always very popular 
with the banks. 

The issue prices and interest rates 
appear to be quite in line with the 
prevailing price and yield patterns. 
The yields of 4.10 per cent and 
4.25 per cent on the 6-year and 
10-year loans compare favourably 
with the existing ('entral loans of 
1969 and also with the ('entral and 
State loans of 1972. As a result, sev¬ 
eral loans were marked up in order 
to bring them in line with the new 
i.ssues and this has been helped by 
the scaicitv of offering in the 
market. 

The terms of the new issues arc 
sutisfacloiy in the prevailing easy 
money loiiclitions and the response 
to them should he quite adequate. 
In (act since the banks and institu¬ 
tional investors have to find 
suitable outlets for their sur¬ 
plus funds on hand and, since 
iindei the existing pattern of eon- 
tiol they Hie free to utilise theii 
fuiid.s in other ways than prescribed, 
their deiiiand should he laige 
eiioiigli to absorb the total aoionnls 
oflfered As the banks have to read¬ 
just their gilt-edged portfolios to 
conform to the requirement of the 
new liquidity ratio coming into effect 
fiom .Septeinher next year, their de¬ 
mand foi the new loans would be 
far greater than experienced heieto- 
fore. The gilt-edged market may he 
expected therefore to continue to 
rule steady to farm foi some time 
ahead. 


A Correction 

The figures of “Foreign Trade of 
India” given under “CuriWni Stati¬ 
stics last week, were for Principal 
Iliiports and not Principal Exports, 
as was -wrongly printed. The error 
is regretted. 





F<»re^ Trade 



nilNGirA3L EXFOTO 

{Rs Ukhf) 



April *62 
ifor’63 

April *61 
■VUx 62 

Mar *63 

Mar *62 

rood 

886,86.1 

alAMA 

1840.9 

18,814 

of which 

Meat and meat 
preparations 

1,68.6 

1,18.4 

164 

12.0 

Fish and fish 
preparations 

6,08.1 

3,87.9 

60.0 

38.9 

jTish; fresh or 
Mmply preserved 

3,18.9 

3,36.7 

39.7 

31.6 

Fish and fish 





preparations, 
canned or not 

89.2 

51.2 

104 

7.4 

Cereals and cereal 
preparations 

26.2 

10.6 

2.2 

04 

Wheat and apelt 





(including meslin), 

unmiUad 

16.8 

0.2 

16 

— 

Cereal preparations 

10.4 

10.4 

0.7 

0.9 

Fruits «-n4 vegetables 26,80.7 

2548.2 

2,84.9 

2,28 6 

Fruits and nuts, 
fresh 

21,60.6 

20,27.1 

2,194 

1,74.3 

Dried fruits 

22.4 

16.7 

5.4 

1.9 

Vegetables, fresh 
and dry 

4,63.0 

4,12.0 

63,9 

46.8 

Vegetables preserved 61.6 

72 9 

6.0 

4.9 

Sugar and sugar 
preparations 

18,04.4 

15,33.7 

2,67,7 

26.6 

Sugar 

18,03.3 

16,33.7 

2,67.7 

25.6 

Coffee, tea, cocoa, spices 




and manufactures 
thereof 

160,74.2 

148,80 1 

9,60.0 

9,76.1 

Coffee 

7,61.2 

9,01.8 

122,26.3 

37.3 

40.4 

Tea and mate 

129,18.8 

7,814 

7,23.6 

Spices 

18,86.9 

17,60.8 

1,41.3 

2,10.5 

Feeding stuff for 
animals 

33,30.1 

18,86.0 

4,18.4 

2,48.1 

Beverages and 
tobacco 

Tobacco and 

18,87.0 

14,97.8 

8,28.8 

8,92.6 

3,92 6 

tobacco manufactures 18,86.8 

14.97,0 

3,23.8 

Tobacco unmanu. 
factured 

Tobacco 

17,99.5 

14,05.6 

3,20.4 

3,87.7 

manufactures 

87.3 

91.6 

3.4 

5.0 

Crude materials, 
inedible, except 
fuels 

Hides, skins and 

111,67.2 

118,29.6 

11,00.2 

11,76.6 



fur skins, undressed 

11,01.2 

8,79 0 

1,24.5 

97 4 

Hides and skins, 
undressed 

1084.4 

8,21.6 

1,20.9 

87.8 

Fur skins, undressed 16.8 

67,4 

3.6 

96 

Oil.seeds, oil nuts 
and oil kernels 

Wood, lumber 

4,34.9 

4,62.2 

45.0 

1,24.3 

and cork 

3,26.6 

2,82.5 

40.9 

244 

Wood In the 
round or roughly 
squared 

3,23 7 

2,78.7 

407 

23.5 

Textile fibres 
and uraste 

29,08.3 

33,14.6 

2,83.4 

3,10.6 

Silk 

60.9 

53.8 

1.9 

6.1 

Wool and other 
animal hair 

6,63.7 

9,18.9 

19.6 

66.1 

Cotton 

Jute, including 

Jute catlings and 

17,07.2 

l;29.9 

20,34,9 

1,82.4 


waste 

4.8 

38.6' 

0.8 


Aprir62 
, Mar'63 

Aprfi'fil 
4^ «2 

Mar’63 

Mar’;^. 

Vegetable fibres, 
except cotton 
and JUH) 

2,79.8 

2,50.6 

33.9 

27.3 

, Syntmtie fibres 

10.8 

114 


— 

Waste material from 
textile fabrics, 
including rags 

56.4 

40.0 

6.2 

44 

Crude fertilisers and 
crude minerals, 
excluding coal, 
petroleum and 
precious stones 

13,28.9 

12,18.7 

1,094 

1,184 

Fertilisers, crude 

12.5 

224 

7.8 

62,4 

Crude minerals 

13.16.4 

11,964 

1,09.0 

1,17.9 

Metalll ferrous ores 
and metal scrap 

31,75.1 

35.86.4 

340.1 

2,96.9 

Iron ore and 
concentration 

19,81.6 

17,40.6 

1,96.0 

1,604 

Iron and steel 
scrap 

1,98.6 

6,24.7 

32.9 

32.9 

Ores of non-ferrous 
base metals and 
concentrates 

9,60.3 

12,80.6 

91.4 

1,024 

Animal and vegetable 
crude materials, 
Inedible, n e s 

18,90.8 

20,14.6 

1,77.0 

2,04,7* 

Crude animal 
materials. Inedible 
ne 8 

6,30.1 

4,78.8 

51.9 

464 

Crude vegetable 
materials, inedible 
nes 

13,60.8 

15,36.1 

1.26.0 

1,5T.« 

1 Mineral fuels, lubricant 

1 and related materials 6,98.8 

6,904 


284 

Coal, coke and 
! briquettes 

2,80.6 

2,419 

22.7 

17,« 

1 Petroleum products 

4,13 3 

3,48 4 

65.6 

11,0 

1 Animal and 

1 vegetable oils and 
; fate 

18.78.0 

8,49,0 

541.7 

2,87.6 

604 

Vegetable oils 

13,17.1 

2,34.1 

41.2 

Oils and fats 
processed, and 
waxes of vegetable 
or animal origin 

66.3 

66.3 

3.6 

9.0 

. Chemicals 

74A6 

7,79.6 

78.6 

47,7 

Chemical elements 
and compounds 

1,33 7 

1,29.2 

134 

8.1 

Inorganic chemicals 

43 8 

24.9 

3.7 

2.6 

Organic chemicals 

89.9 

1,04.3 

10.1 

6.6 

Mineral tar and 
crude chemicals from 
coal, pstroleum and 
natural gas 

114 

11.8 

6.8 

04 

Dyeing, tanning 
and colouring 
materials 

334 

31.6 

3.3 

3.3 

Pigments, paints, 
varnishes and 
related materials 

21.0 

16.2 

24 

2.1 

Medicinal and 
pharmaceutical 
products 

1,06.7 

98.2 

8.3 

74 

Essential oils and 
perfume materials, 
toilets, polishing 
and cleansing 
operations 

4,73.6 

A98.4 

39,9 

274 
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RELAXED AND COMFORTABLE IN 

MAFATILAL GROUP 

SHIRTINGS 


* ;'mqFOTLCi^'>!!'j 
GROUP 

i-"<£? 


NEW SHORROCK (SHORROCK). 
AKmBd«b«cl • NEW SHORROCK, 
Nadiad ' STANDARD, Borrtbay^ 

STANOARD (NEW CHINA), BenWai 
STANDARD O •wva» SASSOON, 
Bombay SASSOON (NCW UNION), 
Bombay • SURAT COTTON, Svat 
MAFATLAL fine, Nayaarl 


,11 'F 


1096 




Alyttf 289 \ir 






Ptitpgamy^ vOBBMOtiea, 



. 

■ ft, ^ 


4MS9.8 


24.7 

goi^ 4|Md' 


> 42.S 

3.0 

2.6 

Mind 

i^tcoeildBtouB 

dllMmical niAtefiats 
ajii) products 

—V 

27,3 1$.4 

2.5 

1.6 

Ifiscell&neous 
cbemical auuerlais 
a wi {xroduets 

26.5 

15.2 

1.8 

1.6 

Miunifa^tined goods 
o^MslAed chlsfly 
by tasticrisl 

272,17,6 

2fl8,SS.4 

26,704 

i 

2248.7 

Paper and 
paper board 

67.9 

63.7 

2,0 

84 

Articles made of 
pulp, paper, or 
paper board 

10,5 

11.4 

0.6 

1.2 

Textile yam, 
fabrics, made-up 
articles and 
related products 

240,32.0 

226,51.8 

24,00 6 

19,37,7 

Textile yarn 
and thread 

16,22.1 

13,95.1 

1,41.2 

1,40.2 

Cotton fabrics 
of standard 

type 

46,53.5 

48,24.5 

4,66.4 

3,55.2 

Textile fabrics 
of standard 
type, other 
than cotton 
fabrics 

110,56.5 

87 50.7 

10,69.1 

9,124 

Tulle, lace, 
embroidery, 
ribbons, trimmings 
and other 
small wares 

1,38 6 

96.4 

92 

7.8 

Special textile 
fabrics and 
related products 

1,48 4 

1,96.0 

11,3 

20.6 

Made-up 
articles wholly 
or chiefly of 
textile materials 
n e 8 (other 
than clothing 
and footwear) 

68,56 2 

65,47.9 

6,22 8 

4,33 3 

Floor coverings 
and tapestries 

8,56 7 

8,41.2 

80 5 

66.1 

Non-meialllc mineral 
manufactures 

1,18,6 

2,80.1 

8.6 

k.o 

Lime, cement and 
fabricated building 
materials, except 
glass and clay 
materials 

515 

1,12.2 

1.7 

38 

Clay construction 
materials and 
refractory 
construction 
materials 

18.3 

32 3 

17 

51 

Mineral 
manufactures, 
n e s 

23 8 

S 

1,08.9 

24 

12 9 

Glassware 

.22 2 

22.7 

2.5 

2.0 

Silver, platinum, 
gems and jewellery 

1,28.0 

1,29.7 

5.2 

83 

Precious and 
seml-preolous 
stones and 
pearls, unworked 
and worked 

16.3 

22.9 

2.0 

1.0 

Jewellery and 
goldsmiths’ 
apd silversmiths’ 
w&tea 

1,06.T 

1,06.6 

2.8 

7.4 


'Bmm '-iVietalO' ' 

2v40i2 

8.^0 

8.i 


Znta «t|id iNMl 

2,26.9 

9,67.7 

*4 

'•«:7 

Coi^ 

10.8 

94 

14 

14 

MaBiffMcuirw of 

sdetala 

2,68.4 

2,10:0 

23.4 

»8,« 

MaeUaory mi6 

traaepert 

equipnenS 

4,40.6 

8404 

62.8 

4CI 

Machinery other 
thaneleotrio 

2,41.0 

2.38.5 

22.6 

24.0 

Power geoeratlag 
machinery 

53.7 

544 

3.6 

54 

Mining, const¬ 
ruction and 





other industrial 
machinery 

1,73.3 

1,671 

18.6 

17.7 

Electric machinery, 





apparatus and 
appliances 

1,38.2 

1,01.8 

36.5 

14.7 

Transport equipment 

61.5 

50.2 

3.2 

4.0 

Road motor 
vehicles 

15.2 

71 

1.2 


Road vehldes 
other than 
motor vehicles 

10.8 

19.8 

1.3 

0.0 

Aircraft 

30.5 

18.9 

— 

— 

Mlseellaneouts 

manufactured 

articles 

Prefabricated 

11,18.6 

10,11.7 

1,07.0 

66.2 

buildings; sanitary, 
plumbing, heating 
and lighting 
fixtures and fittings 
Furniture and 

22.3 

14.8 

1.6 

14 

3.4 

fixtures 

21.4 

27.3 

25 

Travel goods, handbags 




and similar 
articles 

341 

37.0 

3.0 

2.2 

Clothing 

1,08 3 

72.8 

134 

5.9 

Footwear 

Professional. 
solentlHc and 

2.70.4 

2,39.5 

30.4 

26.1 


controlling 
Instruments, photog¬ 





raphic and. optical 
goods, watches and 



0 


clocks 

1,62 7 

1,71.4 

144 

12.0 

Scientific, medical, 
optical, measuring 





and controlling 
Instruments and 





apparatus 

Exposed cinema¬ 
tographic films, 
whether developed 

16.4 

9.6 

1.2 

0,8 

or not 

146.7 

1,60.9 

13.1 

12.0 

Miscellaneous 
manufactured 
articles, n.e.s 

4.94 4 

4,48 9 

42 0 

35.6 

Musical in.strumeniB, 
phonographs and 
phonogtraphlc 
records 

18 4 

17 1 

19 

1.9 

Printed matter 

93.2 

1.061 

67 

7.7 

Manufactured 
articles, n e s 

3.82 8 

3,25 7 

.33 4 

25.9 

Miscellaneous 

transactions 





and commodities, n e s 4,S2.8 

4,85.4 

18.2 

57.4 

Postal packages, 




not Classified • 

according to kind 
Live animals not 

3,18 9 

2,45 6 

55 

20.3 

for food 

63.8 

79.6 

3.8 

68 

Returned goods and 
special transactions 

501 

1.10.2 

3.9 

30 3 

GRAND TOTAL 

68646.0 

665,17.1 

66,68.0 

5642.0 

Sooree: Department 

of Commercial 

Intelligence and 

Stadedcs, Government of India, Calcutta. 
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No Time for Sophistry 


gINCE thf National Development 
Council is due to meet in 
September, it is legitimate to as¬ 
sume that the Planning Commission 
will have completed its mid-term 
appraisal of the Third Five-Year 
Plan by then, {t is also likely 
that this appraisal will be accompa¬ 
nied by the Commission’s prelimi¬ 
nary judgements on the Fourth 
Plan, In prospect, therefore, the 
next meeting of the National Deve¬ 
lopment Council ought to be a cru¬ 
cial one — if, that is to say, the 
Council applies itself to its appoint¬ 
ed task with a greater sense of seri¬ 
ousness than in the past. Consider¬ 
ing its past performance, one has 


reason to doubt if the National 
Development Council will really 
rise to the occasion. There is no 
evidence of this august body having 
succeeded rn knitting the policies of 
the Central and State Governments 
in the field of economic develop¬ 
ment into a consistent national pro¬ 
gramme of action. More often than 
not, the National Development 
Council has been satisfied with ap¬ 
proving whatever has been placed 
before it by the Planning Commis¬ 
sion, without giving serious thought 
to the contents or the consequential 
obligations to be fulfilled bv the 
Chief Ministers of States or Minist¬ 
ers of the Union Government. 


Whether the National Develop¬ 
ment Council will in fact be able 
to initiate a major transformation in 
the national scene depends in the 
final analysis on two factors. It 
depends, firstly, on the Planning 
Commission coming up with con¬ 
crete proposals for more effective 
mobilisation of our resources for 
develc^ment and for an equitable 
sharing of the hurden.s of defence 
and development. It will depend, in 
the second place, on the commit¬ 
ment to a national purpose Which 
thf State and Central Ministers are 
prepared to accept and honour., To 
be sure, the latter requires a change 
in the attitude of the States toward* 



^ V; (IM) Centre *ad 'vice vesm. Bat, iA 
ewacnce, the powibiltly of the (>oun* 
cii functioning oii a tuaro bt-iu on 
, a coouDon purjKwe will be deter¬ 
mined by wiiat the f’lannmg Luni- 
imwnon suku the Naiional Develop¬ 
ment Council to decide upon. 

This ie a point winch the Plan¬ 
ning CommiMion iia» to keep hnnly 
in mind while working out llic taskn 
for the rest of the Third Plan period 
and later. The appianial that it la 
now engaged upon should not In' 
conceived in terms .solely of relating 
the trends in the past two years to 
the targets envisaged in the Thud 
Five-Year Plan at the time of its 
formulation, Done mechanically, 
this degenerates into trivial extra¬ 
polation. It helps nohody, least of 
all the National Development Conn- 
cil| to be told that in many sectors 
the achievement of the Third Plan 
targets will mean compressing into 
a three-year jieriod what was ex¬ 
pected to he done over a five-year 
period. It helps even less to be 
told that the task is an administra¬ 
tive impossibility and therefoie the 
targets should be scaled down on 
grounds of realism. If it has to 
nave any meaning at all, the mid¬ 
term appraisal by the Planning 
Commission should concentrate on 
the elements that have prevented us 
from achieving what we set out to 
do and on outlining the policies 
which in the Commission’s judge¬ 
ment we have now to adopt for 
realising the Plan objectives. 

What then am the main areas in 
which the Commission should speak 
with a clear voice even at the risk 
of causing displeasure to some and 
being accused of lack of flexibility ? 
First and foremost is obviously agri¬ 
cultural production. Enough is 
known even now about what is 
wrong with our programmes of agri¬ 
cultural development and the Plan¬ 
ning Commission svould he failing 
in its duty if U did not specify the 
weaknesses which should he luthless- 
ly removed, This is nol an easy 
task because, in the final analysis, 
the precise responsihiluies of the 
Centre and the States in regard nol 
^ merely to agricultural production 
but also to the piicing and di.-trihu- 
lion policies in resjrect of agricul¬ 
tural commodities have to be dc- 
fined..t(. As things stand now. there 
!; Is. no connection between the failure 
td the administrathe machinery on 
production aide in a partirular 

m<tk^ 


State and the piSee MUi dktribution 
problems that such a failure engend¬ 
ers. These are, aa it were, two 
difh-rent compartmeots so that an 
increase m toodgratiw prices in, 
say, West Bengal has little or no 
fllect on the dtate Governments 
programme for increasing food out¬ 
put. 

Prices, in other words, arc taken 
as a Central responsibility; and in 
the devising of policy there is no 
effective interaction between those 
centering on prices and those cenlei- 
ing on production. In the event 
thcie IS no way of deciding whether 
the basic approach to agncultuie 
requires an organisational pattein 
ditterent from what we have now, 
if one follows the logical connec¬ 
tions between production, prices and 
demand for agricultural commodi¬ 
ties. There is a jungle here to be 
cleared and it cannot be cleared 
without uprooting a number of trees 
that have deep roots in one or the 
other of the Ministries, both at the 
Centre and m the States. Without 
doubt, a big increase in our agricul¬ 
tural output will require sizeable in¬ 
creases in irrigation, fertilisers, im¬ 
proved seeds, better implements and 
so forth. In some parts of the 
country even now it is obvious that, 
with proper application of these in¬ 
puts, yields per acre can be subs¬ 
tantially increased. W'hat we have 
to find out is why this is not happ¬ 
ening in other parts of the country. 
If It is a question of inadequate su¬ 
pplies of fertilisers, and so forth, il 
should form part of our planning 
that these supplies are augmented 
If u IS a question of the administr¬ 
ative machinery failing to create the 
proper responses in the agricultural 
sector for larger and better use of 
these materials, the action should 
obviously be directed to reforming 
the organisation in charge of these 
activities. To continue on the as¬ 
sumption that whatever machinery 
has been set up should be preserved 
is to give up all prospect of realis¬ 
ing the potential that there is in the 
agricultural sector. 

The second main area in which 
the Planning Commission should 
take a position is the elimination of 
procedural or organisational bottle¬ 
necks in the field of industrial deve. 
lopment. There can be no excuse 
for not carrying out a project on 
time once the real resourees and the 
foreign exchange for it have been 


found to he available, ft the delays 
m implemenUtiou are tiaceable U) 
tUe manner in wbich we are doing 
things, it IB the duty of the Plamung 
Commission to recommend the mea¬ 
sures iliat will speed up the opera- 
tton of the executive agency. All 
this IS well known but none of these 
is tackled with that degree of deter¬ 
mination which is essential for ac¬ 
celerated growth. If we cut out rutii- 
lessly ail procedures ard prejudices 
coming in the way of speedier im¬ 
plementation, not only will past 
investment yield larger fruit but 
there will at the same time he great¬ 
er scope for a big increase in the 
new investment that can be under¬ 
taken in these areas. What is more, 
It will be possible to determine the 
total investment over the Plan 
jieriod with a greater degree of 
firmness and a reasonable certainly 
of keeping to the schedule. Once 
the piogrammcs are fixed, there 
should be a sense of commitment 
about it. And, any unplications 
they have on the financial or physi¬ 
cal side should be accepted as 
inevitable and the area of adjust¬ 
ment limited accordingly. 

Finally, the Planning Commission 
and the Government should clear 
their minds on whether or not they 
will operate physical and financial 
controls that may logically be im¬ 
plied in a programme of large-scale 
investment in industry, agriculture, 
social services and so forth. This is 
essential both m ordei to consei-ve 
the administrative resources which 
may be scarce and to prevent 
popular discontent. The point at 
which this comes up most forcibly 
is prices. Government cannot obvi¬ 
ously take the responsibility of hold¬ 
ing all prices in the economy; some 
will have to be raised for reasons of 
financial mobilisation or for res¬ 
training consumption. At least the 
bioad area in which the Govern¬ 
ment will use the ptice mechanism 
as an instrument for balancing real 
supplies and real demand should be 
specified, and where the logic of the 
development programme requires 
puces to be controlled. Government 
should let nothing come in the way 
of operating the necessary controls. 
Without such a clear-dut demarca¬ 
tion, there can be no effective price 
policy and no effective assessment 
of what has or what has not been 
achieved by the different sectors of 
the economy. As in the case of price 






policy^ dim would be otfaet umtiM 
in w»i(^ die (^ventoieiu’e |H»itioR 
will ueed to bl! clearly stated. Thib 
is true of tfae role envisaged for the 
public sector in development, of the 



, ■ . _ j 

attitude to the private to 

fond^ investment, of tbe enteot of 
import substitutioB or pro^ 

motion. If on such mntters the 
Planning Gimmission prefers tophb 


kka^ dtaitias to faium 

it will have itam contrihuMi totoh' 
rially to dcfuenung the rate eif 
growth of the economy in the com- 

incr VMTH 


RejdMsing the Third Plan 


jgTRUCTURAL deficiencies in the 
formulation of projects as well 
as in the general pattern of prio¬ 
rities had already become apparent 
during the first year of the 'Hurd 
Plan. A reconstruction of the 
Plan, so that the major targets did 
not get lost in the melee was, there¬ 
fore, clearly called for from the 
very beginning. 

An assessment of its operation 
m the first two years and especially 
of the recent developments follow¬ 
ing the Chinese aggression in Octo¬ 
ber last, mil indicate broadly the 
direction in which the Plan needs 
to be re-phased. Thi« is con¬ 
firmed on the other hand by the 
many gaps in the industrial struc¬ 
ture which arc coming prominently 
into view. (See page 1281 in this 
issue). The development.** currently 
projected for the lemaining period 
of the Third Plan convey no as.sur- 
ance that the industrial structure is 
being adequately strengthened or 
even that the strategic sectors are 
being given due priority. 

During the first two years of the 
Third Plan, national income in¬ 
creased at the annual rate of only 
2 per cent as against the expected 
rate of 6 pei cent. An increase of 
no more than 5 per cent per year 
is what is likely in the remaining 
three years. This would mean that 
national income over the Plan 
period would show an increase of 
only 20 per cent, and not 30 per 
cent, as posited in the Third Plan. 

The external assistance that 
would be needed for the Third 
Plan was given out a.s Rs 2,600 
crores (excluding P L 480 aid). 
What had made the Planning Com¬ 
mission put up this particular 
figure can only be imagined. Per¬ 
haps, it was considered prudent to 
put up a modest figure so as not to 
scare away the aid-givers. Even a 
cursory examination erf the original 
physical targets from the data pre¬ 
sented in the Plan itself made it 
abundantly clear that the assistance 
that would he required was much 
higher. The formulation of the 


projects has shown that the earlier 
estimates of external assistance re¬ 
quired were unduly low. Added to 
this. It had also become clear that 
maintenance imports needed would 
be much greater than had been pro¬ 
vided for in the Plan. It was indi¬ 
cated m the last Annual Number 
that the external assistance that 
would be needed for the fulfilment 
of the Plan targets would be of the 
order of Rs 4,8S6 crores (“De¬ 
fence and the Plan*’, Annual Num¬ 
ber 1963, page 104-vii, Table 2) 
of which only about Rs 2,4.00 
croies — the amount we had then 
s-sked foi — is now more or less 
assured. Of this. Rs 4,856 crores, 
Rs 500 crores would be for pro¬ 
jects which would be carried for¬ 
ward to the Fourth Plan, so that 
the external assistance that can be 
utilised in the Third Plan period 
will be of the oidei of Rs 4,356 
crores. To this has now to be added 
the import content of the increased 
defence expenditure taken at around 
Rs 300 crores. Thus the total ex¬ 
ternal aid that will be needed for 
fulfilling the Plan targets and build¬ 
ing up a limited defence capability 
will be of the order of Rs .5,153 
crores. 

Is such an order of assistance 
even within the realm of po.ssibi- 
lity? What seems likely from the 
past trend is assistance of the order 
of about Rs 3,500 crores (exclud¬ 
ing P L 480); of this, Rs 500 crores 
will not be available for use in the 
Third Plan as it is tied to the pro¬ 
jects which will spill over into the 
Fourth Plan. Thus, at best, only 
Rs 3,000 crores worth of assistance 


can be reckoned on for the duntion 
of the Third Plan. 

Let us now try to “Outline the 
picture of the Third Plan in aggre¬ 
gative tenns that emerges from 
these three basic assumptions: (a) 
an overidl increase of 20 per cent 
in the national income over the 
Plan period: (b) external assistance 
of Rs 3,000 crores; and (c) addi¬ 
tional defence expenditure of Rs 
1,200 crores during the last three 
years of the Plan. (See Table 2). 
Total public sector Plan outlay 
(investment plus current expendi¬ 
ture) has been revised upwards to 
Rs 8,900 crores (for details, see 
the Annual Number, p lO^vij^ 
estimated investment in the private 
sector remaining unchang^ at 
Rs 4,100 crores, as in the Plan. 
To this would now have to be add¬ 
ed the extra expenditure for de¬ 
fence of R.S 1,200 crores, so that the 
total public sector outlay would be 
Rs 10,100 crores against the Plan 
estimate of Rs 7,500 crores, and 
the total outlay, public plus private, 
would be Rs 14,2(X) crores. 

For this outlay, assuming that 
Rs 3,000 crores of it is external 
assistance, the draft on domestic 
resources would have to increase 
from about 11 per cent during the 
first two years to about 19 per cent 
of national income in 1965-66, the 
last year of the Plan. This will, 
mean that total consumption (in¬ 
cluding Government consumption) 
can increase by only 1.9 per cent 
per year during the last three years 
of the Plan; and that per capita 
consumption will have to be de¬ 
creased by 0.1 per cent each year 


Table 1! AaHruitaral Income, and Aaricniturml and Industrial Ootmit, 

1960-61 to 1962-63 






1960-61 

1961-62 

1962-63 

Agricultural Income at 1948-49 

Prices (Us crores) 

5910 

5860 

(—0.9) 

5976* 

(—1.1) 

Index 

of 

Agricultural Production (1950-51 = 100) 

139.9 

139.9 

138.5 
(—1.0) 

Index 

of 

liKtuftlriai Production 

(1956 = 100) 

129.8 

139.3 

(-1-7.8) 

149.5 

(jj-tj) 


* Estimated. 

Figures in brackets are rates of increase (per cent) over previous year. 






it pcpttltAion gr 0 w% at about 2 pw 
<»»m p«r year, «» wumed in Uw 
IPlin. If population growth w 
higher than 2 per cent, a» seenu 
moat likely, per capita conauir^'- 
lion will have to be restricted atilJ 
further. (A* population has been 
growing at about 2.6 per rent, per 
capita consumption will decrease 
by 0.7 .per crnl each year!) 

1 ( id not inconceivable that a 
redaction in conHumption of this 
order can he effected. In aggrega¬ 
tive terme, it may even appear 
dhflirable that such an effort should 
be made. In reality, however, any 
attempt to curtail per capita con¬ 
sumption to this extent will inevi¬ 
tably geneiate i-onsiderable infla¬ 
tionary prt-Hsures, particularly in 
view of the known inelasticity of 
agricultural output and even the 
0.1 per cent decline in per capita 


L'.'-} -v' ■' 




ooruonqitioi] per annitai will nw«n- 
in practice, a substantial deteriora¬ 
tion of the standard of living of 
more than 50 per cent of the popu¬ 
lation. Diatribution ol incomes 
ba.s been changing in favour of 
business classes and to some extent, 
fertory workers, ff this trend con¬ 
tinues, as it is hound to. even the 
expected increase of 1.9 per cent 
per year in total consumption, had 
it been realised, would have gone 
largely to these classes If food 
prices are not kept stable, the real 
income of the lower and the saJari- 
ed classes would he cut into furthei 
As a matter of practical politics, 
therefore, it is more likely that pub¬ 
lic Hector outlay rather than con¬ 
sumption would be cut in order 
that per capita consumption can be 
increased at leasf at about 1 p«“r cent 
a year. If eonsuniption has to be kept 


THt: 
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up even at this modwt Iwsl, public 
sector outlay over the Wen period 
(including the additlCMial defence 
expenditure) may then have to be 
cut by Ks 3,000 croies to around 
Rs 7.100 crones. This ig at 60-61 
prices. As prices have already risen 
by 10 per cent and may rise more, 
the outlay may be much larger than 
this in money terms, even as large 
as H<- 8.900 crores at current prices. 
Rut III teal terms if may not exceed 
the figuip mentioned. 

This raises the vital questions 
about Plan priorities. The aggregate 
outlay in the. Plan, by itself, is not 
very meaningful. Its contribution 
to a cumulative and self-generating 
process of grow'th depends not so 
much on the aggregate magnitude 
of the Plan outlay as on its patteni. 

It IS conceivable that a smaller out¬ 
lay with an appropriate investment 


Table 2: Saving, Plan Expenditure and National Income in Third Plan 

(/if crores at 1960.61 prices) 



Total during 
6rst two 

1960-61 1961-62 1962-63 years 

1963-64 

1964-65 

Total 

dunng 

last 

three 

years 

1965-66 

Total Annual 
during average 
Third Rale of 
Plan Growth 
1961-62 
to 1965-66 
(Per cent) 



— 

. - 

— 

_ 


-*-- 



(1) 

National Income 

(I) 

: 4.200 

(2) 

14,496 

(3) 

14.788 

(41 

29.286 

(5V 

16,249 

(6) 

16,925 

(7) (8) 

17,040 50.214 

(9) (10) 

79,500 

(2) 

Per cent increase over 
previous year 

Public SerlOr and Private 

1.925 

-+-2.0 

1.624 

+2.0 

2.II0 

(14,643) 

3.934 

+ 98 

2,566 

+4.1 

3.022 

(16,738) 

+0 6 

3.478 9.066 

+4.0 

13,000 


Sector Investment 

Per cent of national income 

13.6 

12 6 

14.8 

(1,967) 

18.4 

15.7 

17J» 

(3.022) 

20.4 18.1 

16.8 


Per cent increase over previous 
year 


—5.8 

+15.0 

. . 

f21 8 

+ 17 7 

fl5.1 

— +16.1 

(•3) 

(2) -f- Additional Defence 

— 

— 

— 


2,76b 

3,422 

4,078 10,266 

14,200 


Expenditure 

Per rent of national income 


, ■ 

_ ■ 

_ 

17.0 

20.2 

(3,422) 

28.9 20.4 

17.9 

(4) 

Draft on Domestic Resources 
(excluding from (2) till 1962-63 

1,431 

1,483 

1,679 

3.162 

2,178 

2.679 

3,181 8.038 

11,200 

14.0 


and from (3) for other years, 
the external assistance and draft 
On reserves) 

Per rent of national income 

10.0 

10.2 

11.4 

(1.581) 

.10.8 

18 4 

15.8 

(2,679) 

18 7 16 0 


Per cent mcredsr over 
previous yeai 

— 

+8.8 

+18.2 


+29 7 

+28 0 

+ 18 7 

— +24,4 

(5) 

Consumption (imlucting Govern¬ 
ment Consunipiion ) ( 1 -4 ) 

12,769 

13,015 

1.3,109 

26,124 

14.071 

14,246 

13.859 42,176 

68,300 


Per rent of national iruome 

M.O 

89.7 

88.6 

(13,062) 

89.2 

86.5 

84.1 

(14,059) 

81.8 84.0 

86.0 


Per cent increase over 
pn‘vious year 

— 

+1.9 

+0.7 


+7.3 

■4 1.2 

—2.8 

+1.7 


i^gurees: (1) Central St.itistical Organization, for national income during 1960.61 and 1961-62 



(2) Government of India and Sute Budget figuret, for public seaior outlay during 1960-61, 1961-62 and 1962-63 

(3) Retetve Bank of India, Reports on Currency and Finance, for External Assistance an,) « n » 

1960-61, 1961-62 and 196?B3. /tstmance and Draft on Reserves, fo 


tigures in respect of the above for the other years are estimated. 
Investment and Consumption, aw eatimated for all the years. 
Figures in brackets under columns 4 and 8 are annual averages. 


alio, figures m respeci of Pnvue S«ctor 
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Pu.c ha«ic oiiiactiTO li»n'Oirfhi*'^' te ^,|»laoe& 


this baaic oliiocitSTO li»n o^bf - „ . . 

the present teW. Spea«l SteeJs Plint, it « i^ 

L j Th> Wan osrtma^ will not go iirto fWoditcteon 

rLirerUu of defence. With the * ^ ^ if 

export constreint which Indie haa Vesael or Heavy Structural Worfa, 

to face, the emphasis on basic and «<>?«“ «>» “O* ^6^' 

heavy producer and capital goods baste public sector projects 

mdurtry is unavoidable and must unchain are Orga- 

be maintained. But along with 

this emphasis on basic heavy indu- Ophthalmic Gla^ Ptoject. All 

stry, the Plan also visualised a sub- ^ projects are basic both for de- 

suntial increase in agricultural ““a, development, and it is 

productivity and expansion of oo‘ lwk of external assistance which 
household and hand industries for holding them up. 
meeting the demand for consump- In agriculture, the picture is even 

tion goods, creating adequate more dismal. Many things can be 

employment and supporting in done, agricultural productivity ran 
general the basic industrial struc- be substantially increased by irnga- 
ture. To these household and hand tion, fertilisers and good seeds, 
industries can be added rural works Irrigation projects are not comple- 
programmes for various projects of ted in time and even of the projects 
capital construction for augment- which are, utilisation of the irriga- 
ing agricultural productivity. tion potential is woefully small. 

This was indeed the broad fertiliser projects are in the 

strategy of the Draft Plan-frame of ‘•'•‘ir production targets 

the Second Plan which laid the nave no chance of being fulHllcd. 
foundations of heavy industry in Rural works programmes for putting 
the Indian economy by articulating labour to work with non-scarce 

its rationale. That rationale has materials to add to i^tional income 
been vulgarised and distorted in neen much talked about but 

the process of implementation. The ■** «J>‘ng organise them, bow 

basic industrial projects require and on what scale ? 

proper formulation; for their imple- The upshot of all this is that even 
mentation, negotiations have to be though the overall magnitudes of 
carried out with various parties, outlay conform to the Plan, the 
including the aid-giving agencies, really basic schemes of strategic 
Aid is given on an annual basis importance will not he necessarily 
but the actual amount as also llie implemented. Vet outlays, which are 
timing of aid remains unceilaiii; not important either from the point 
even aher firm commitment has of view of giowth or defence, may 
been made for aid, it takes several still he made and may also over¬ 
months before the aid can be ac- reach their targets Adding to the 
tually drawn. This inevitably infialionary pressures and the drain 
causes delay. Apart from this lag on foreign exchange, they mav even 
in the receipt of external assistance, hold baik the Government from 
there are administrative delays, pushing ahead with really worth- 
which can be avoided if projects while projects. All this ha* to he 


are properly formulated and im¬ 
plementation is balanced There 
are basic projects which have been 
delayed not on account of a hold¬ 
up 0 ^ external aid but because of 
inadequacies of planning and im¬ 
plementation. 


drastically changed. 

Wliat i*. necessary is a indical 
levisioii of Plan priorities. For 
both defence and development, 
the basic producei and capital 
goods should get a high priority. 
Through organisational changes 


To mention only a few, foi the rather than increased investment, 
expansion of public sector steel agricultural productivity can be 
plants, as originally formulated, and will have to be substantially 
orders for imports were to be placed raised and the idle man-power put 
before March 1961 for Bhilai and to effective use both in agriculture 
before March 1:962 for Durgapur and other traditional industries as 
and Rourkela The orders for Bhilai well as oroductive services. The 
have been placed only recently, prices of basic consumption goods 


jmtist not be allowed to rise and 
jction to be taken both on the 
production and distribution fronts. 

For the vast majority of the peo¬ 
ple, income is rdated to enqiloy- 
ment and unless employment in¬ 
creases, the Plan would produce no 
impact on their lives. In nrost 
cases, however, the extent of in¬ 
crease in per capita income that is 
possible through wider employment 
opportunities is limited; but this 
can be offset it they are given 
the opportunity to improve their 
own condition. The one b^k 
item of collective consumption or 
investment which the State can and 
should provide on a large scale is 
education. This would give an 
opportunity to a large number of 
people to improve their produo 
tivity and would add to national 
income many times more than the 
initial investment. Educational 
policy for providing equal <q>poT- 
tunity to all as well as for meeting 
the demand for the skilled and 
technical working force is an as¬ 
pect both of an income policy as 
well as the basic Plan policy. Re¬ 
duction of inequalities has so far 
remained merely a slogan. Employ¬ 
ment and educational policies are, 
in fact, the most effective ways of 
achieving it. 

The priority, which exports should 
have been given, has been assign¬ 
ed only to the export targets. It 
has to be properly integrated into 
the Plan and worked into its invest¬ 
ment and production pattern 

These are the broad directions in 
which the Plan priorities have to be 
changed. Defence is a net burden. It 
i.s no use deluding ourselves in the 
belief that defence and develop¬ 
ment do not conflict. They do, and 
resources which could have been 
used for development will now be 
sucked up by defence. 

Nevertheless defence must come 
first, but can it have precedence 
ovei everything else? The emer¬ 
gency has snapped whatevei tenu¬ 
ous link there was between the 
Defence Ministry and the Planning 
Commission. This link has to be 
established and strengthened. A 
defence programme which pushes 
the country onwards to economic 
disaster will not hold hack the, 
enemy for long. Gan there be a 
more serious warning for the re- 
phasing of the Plan? 

,,1101 
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Cracks in the Blocs 


rpHE last hsu atonUiM have 
witnessed the coming to surface 
of developmenls in world politics 
faitherto submerged. There can be 
little doubt that by the time these 
developments work themselves out. 
a profound change will have come 
over the world divided into two 
monolithic camps, in active hosti¬ 
lity to each other. Relations between 
the blocs as well an witliiii them 
will change. 

Following the crisis ovei Cuba in 
November lost year, the United 
States and the .Soviet Union have 
moved towards a detente. In Cuba 
the frontal confrontation between 
the two powers brought the world 
to the brink of a nucle.ar explosion 
as never before m the cold war 
era. The compromises which 
resolved the crisis apjiear to have 
had a lasting impact on the ad- 
veriiiarie.s. They inevitably invol¬ 
ved some loss of fare but this 
was accepted as preferable to the 
disastrous consequences of rigid pos¬ 
tures. 

The mood of comprotriise has con¬ 
ditioned U S-Soviet relations since. 
And currently representatives of the 
two nations, along with that of the 
United Kingdom, arc engaged in 
Moscow in perhaps the most purpo¬ 
sive attempt so fai to devise a test- 
ban treaty. TTie test-han that is being 
sought is a partial one; it will not 
cover underground test« which raise 
tha vexed question of safeguards, 
on which there i- yet no agree¬ 
ment. But even if the presi'ni meet¬ 
ing produces only a partial test-ban, 

It will be a big step forward and 
there are grounds foi optimism that 
this may be achieved. 

' Of course, the gieulei leudines- to 
end nuelear tests does not all spring 
from the improved irlations bet¬ 
ween the U S and the Soviet Union 
Partly it is the lesiilt of technical 
developments. Both powers have 
now developed enough nucleai fiir- 
power to destroy each othei and the 
whole world many times over The 
relative advantage to Iw gamed from 
; .perfecting more powerful weapons 
is, therefore, greatlv reduced The 
, emphasis hglk^^ifted to mote effici- 
jt^ ways tS dbliveiing nuclear wea- 
to 'ptms to their targets and fool-proof 
Wittfevices fw interception. Dcvelop- 


mem of longer range and more ac¬ 
curate missiles is closely connected 
with space research, on which both 
countiies are expending vast resour¬ 
ces. The other factor impelling the 
nuelear powers towards a test-ban is 
the grow'ing ability and desire of 
certain non-nuclear countries to 
develop independent nuclear foiee 
in order to be able to play a more 
decisive role in world affairs. The 
nuclear flowers have a common 
interest in checking the spread of 
nuclear weapons. They hope to bring 
greater pressure on countries with 
nuelear aspirations to abandon 
their plans through a test-ban treaty 
among themselves. 

But i-s this hope likely to be r»'- 
alised ? 

It IS ironic that just when the 
big two appear to be in the frame 
of mind to take steps of gieat 
moment to the future of mankind, 
their ability to ensure that other 
countiies. even those Ivelonging to 
their respective blocs, will follow 
them has waned visibly. Tlie 
split in the communist bloc v^as 
dramatically advertised by the pub¬ 
lication by the Chinese of their 
letter of July 14 to the Central 
(Committee of the Soviet Communist 
Party The letter which listed 2S 
points which the Chinese wished lo 
he discussed at the meeting between 
lepresentatives of the Communi'l 
Partie.s of the two countries at 
Moscow, was a violent indictment of 
Soviet policies and a direct rhal- 
leuge to the Soviet Union’s claim to 
lead the woild communist move 
nienl 

Ideology and jiowei aie, of couise. 
mixed up in the Sino-Soviei ron- 
fliet. ft cannot but be .so. For, 
once China question*, the Soviet 
Union's ideology, it ipso jado 
questions the Soviet llnion's leadei- 
stiip of ihi- communist camp. By 
demanding equality for all eounlnes 
within the communist group and by 
seeming to fight “big power chauvi¬ 
nism”, the Chinese are direct¬ 
ing their appeal lo the poorer coun¬ 
tries of Asia. Africa and Latin 
America. It is not at all incouceiv- 
able that the split among the 
communists may crystalliee in the 
organisation of 8 new Tnternaticnal 
of the, Communist Parties of these 


countries with the Chioew Pjorty as 
its spiritual leader, "fte relations 
between it and the ‘orthodox’ Inter¬ 
nationa) of the Soviet Union, the 
countries of Eastern Europe and the 
Communist Parties of the developed 
capitalist countries cannot, of course, 
lie juedicted, but it can be taken for 
granted that the Soviet Union can 
never hope to exercise over China 
the kind of influence it has had over 
if*, F.astern European allies. 

The centrifugal tendencies in the 
capitalist camp are no less strong 
for their being more incipient. De 
Gaulle’s designs of building a Euro¬ 
pean ‘third force’ with an indepen¬ 
dent nuclear defence system and 
owing at best formal allegiance to 
the Allaiilic Alliance have been 
considered sufficiently serious for 
the United States to launch a 
counter-campaign, of which Presi¬ 
dent Kennedy's recent visit to 
Europe was a part, to buttress the 
loyalty of its European allies. For 
the lime being it may succeed, 
among other things, by appearing 
lo give a greater voice to its allies 
in such matters as nuclear strategy 
— for instance, through a multi¬ 
lateral nuelear force within the 
NATO. But there are limits to 
how' far it can go To develop a 
truly European NATO deterrent, 
the If S will have to give Up its 
veto over NATO’s nuclear forces. 
This is inconceivable in the light 
of past U S attitudes and policies. 

The two developments discussed 
above — the US-Soviet detente and 
the deepening splits within the com 
iiiunisi and capitali-st camps — are 
not without their repercussions on 
each other. The allies of both the 
U S and the .Soviet Union are 
ileeply .su.spicioiis of the two arriv¬ 
ing at settlements above their heads 
and possibly to their detriment. 
The dcHire to hold their allies to¬ 
gether may, therefore, lead the U S 
and the Soviet Union to slacken their 
efforts to find a solution for cold 
war problems. The Soviet Union’s 
decision to go ahead with the test- 
han talks roncurrently with the ideo¬ 
logical parleys with the Chinese in 
spite of the latter’s open opposition 
lo the talks is. however, a hopeful 
portent. For the U S, the no-wsr 
pact offered W Premier Khnishdiev 
is a test case. Will President Kennedy 



be' irfiiwf,^! '^l^fljW;/ fevtii^^ ';^uM'‘'Wolve' ie««og^(|y^; 'Mijiaro^w' -rifli»i-'|i#;S;'‘i 

q>ii»<tf Wi»t^lSeni^ CeiMnuy^? h \)M ‘Wcat Gemmy wsw ^ 

any f^Hmi^l ibetweejl NATO mdsion to taJce cobii^uw tlik »tic««inlMng to de G&ulle’s blwi* 

axtd Wanaw Put eountrieB since it the principal objacthre df U S diduoaeiiU. 


Perspective for Development 

— A Mid-Term Appraisal 


^^IIX India hold together? Will 
not the constituent States, of 
which the Indian Union is compos¬ 
ed, tend to fall apart when the pre¬ 
sent leadership under the towering 
personality of Pandit Nehru, on 
whom hu fallen the mantle of 
Gandhiji, comes to be replaced by 
warring provincial satraps or their 
puny nominees? The leadership 
which took over from the British 
was made up of stalwarts who were 
all-India figures in their own right. 
India has not produced a single all- 
India political leader after those 
days when the country was fighting 
the British From the time of In¬ 
dependence the character of politics 
began to change. The men who have 
come up since have stuck to their 
home States. People in the othei 
parts of India rarely see them or 
hear them speak. Few of them even 
aspire to appear on the all-India 
-stage; it is only those who fail to 
make good in their home State.* 
who think of the second best and 
care to seek their fortunes on that 
stage. 

Over the years, of course, the men 
w’ho ran the Government at the 
(Centre have changed, but so Jong as 
Nehru is there, Delhi's prescriptive 
right to rule India and lay down 
blue prints for the economic plan 
for the whole of India has never 
been seriously challenged. 

Rumblings are being heard, how¬ 
ever; voices not only of disgrun¬ 
tled old men but also those of angry 
youth are being raised that the time 
Has come to write off or close the 
Nehrti era. It is loo early perhaps 
to write an epitaph to that era — 
that epitaph may be sung by the 
Voice of America relayed from a 
million watt transmitter in Calcutta— 
but not too early to consider seriously 
that the present hold of the Centre 
cannot be taken for granted for 
long; that India may not break up, 
but that Delhi will have to share 
motn and more its au&ority and 


PmgmatiM; 

power with the States which are 
increasingly becoming conscious of 
their strength, nursing their own as¬ 
pirations, and feeling the urge to 
grow and develop. They will in¬ 
creasingly have their own say in 
the blue-prints that Delhi may dravr 
up for them all. 

Tlie question is insistently asked, 
“Will India hold together when the 
present set up ig gone and the States 
get into their stride?”. Indian unitv 
has been in the past spiritual and 
cultural, but that alone is never 
enough to uphold and maintain the 
political and administrative cohe¬ 
sion of a unified political structure. 
The divisive forces may he loo many 
unless the Central Government is 
sufficiently powerful. A partial ans¬ 
wer to the heterogeneity of the 
Indian people is the federal form of 
constitution which India has adopted 
and worked luccessfully. What 
strengthens that federal gtructure so 
powerfully and may even make t 
enduring is central planning, which 
has successfully gone through two 
hve-year plans and is in the middle 
of the Third Plan. The current year, 
in fact, is the mid-point in the coun¬ 
try’s long-term plan of development 
that spans the third quarter of the 
century, the end point of which is 
ae.en today as the stage, of self-reli¬ 
ant growth to be reached by 1975. 

A simple answer is possible *0 
the question, whether India will hold 
together or not. It will, if people 
want economic development For 
ecxmomic development cannot he 
achieved quickly enough or as.sured 
in any other way. If the people of 
India are prepared to go back to 
a self-sufficient village economy and 
turn their faces resolutely against 
economic development, then, perhaps 
the answer will not be so clear and 
unequivocal. 

That is not to say, however, that 
the Centre would continue to bold 
the same power and exercise the 


same control which it is in a poal* 
tion to do today. That is why the 
time of the mid-term assessment » 
also the time for bard decisions, de¬ 
cisions that taken today can set the 
country firmly on the path of self- 
reliam growth by the Fifth Plan, 

For the essential political pre-condi¬ 
tion for giving primacy to the crea¬ 
tion of the growth potential of the 
economy over maximisation of 
current income or employment is a 
stable Government at the Centre 
which IS also strong and therefore 
capable of taking hard, unpopular 
decisions. 

No economic strategy can be built 1 
on the assumption that the political 
stability of the last 12^ years will 
continue over the next 121 years. 

In fact, if any hard decisions are to 
he taken, the time for it is now. 
They can be taken only during the 
life of the present Government and 
if the present Government js re¬ 
turned to power at the next general 
elections in the following two years. 
There is a marked periodicity 
in the pattern of behaviour of 
elected Governments, at least in 
this country. The election year » 
for marking time. In the first year 
after the elections the GoverninePt 
waits for politics to stabilise a 
little, to know the mood and fudge 
the temper of the newly-elected 
members of Parliament. It is only 
then in the second year that the 
Government can usually ride un¬ 
popular measures and impose bur¬ 
dens. The lime for hard decisions 
may thus be put at four or five . 
years from now. After that, will 
fallow B period when it may be 
difficult, if not impossible, for anv 
government in this country to lead 
the jieoplc up the hard and narrow 
path to the stage of self-sufficient 
growth. 

If one assesses the achievement of 
Indian planning over the last twelve 
and a half years, one comes to the 
conclusion although its reaulU , 

im 






I '' '' ’'’ ’ /» * ‘ . > ’ w 


the teib'O'MO'it'*’® 




i»ve bMR raftliirr dimippaiirting com- 
pntsA with the Mrgeto, espedjilly ot 
nationai income, it haB not been so 
in terms of the growth potential cre¬ 
ated -” the in/ra-5trii<-tiire, the in¬ 
dustrial railieu, technical and entre¬ 
preneurial skills, etc. It is important 
to recognise clearly that what India 
is aiming at today is not the maxi 
mum possible rate of growth of na¬ 
tional income in the inimediaie fu¬ 
ture. For m that cav sh<' could have 
concentrated on projects with low 
ttapital-output ratios and short gesta 
tion periods light industries >i 
minor irrigation But she has also 
chosen a number of projects with 
a higher eapital-uiitpiit ratio and 
long gestation jierimb -heavy indus¬ 
tries, power, transpoii. major irri 
gatkin — partly hecunse her conti¬ 
nental type of economy left her no 
choice and partly because she fell 
that such a polity, even if less pro 
fitable from the short term stand 
point, was mueU more fruitful 'i. 
the long run. 

The choice wliith gave prinmcv 
to the creation of the growth poten¬ 


tial om maxSimAatioih ol current 
income or employment was essen¬ 
tially a hard one and could not, 
for obvious reasons, be expected to 
Im- popular with the mass of the 
people and such, a Choice can be 
made only by a government which 
is siifliciently strong and stable. And 
if a strong Centre and political sta¬ 
bility cannot be taken for granted, 
is It not all (he more reason that 
India sliould get as much of the 
key growth jioleniial created as is 
possible while the favourable poli¬ 
tical conditions last? When the eon 
ditiuns for building up the country s 
growth potential tend to weaken 
aiul political pressures force the 
country to adopt softer policies 
whicii favour eiirreni consuinplion 
and employment at tlie expease of 
investment for future growth, the 
growth potential built up during 
the earlier years may .see her 
through that period of political in¬ 
stability and dissolution. 

This demands that in the Fourtii 
Plan the mam emphasis should be 
not so much on raising the stand¬ 


ards of consumption «» on the tsies- 
tion of the basic growth potential 
which can create the momentum tiiat 
the economy will need to tide over 
the “period of trouble” which may 
follow in a few years. The bigfaeal 
priority, then, will have to be given 
to the “core” projects consisting of 
the basic and heavy industries (in¬ 
cluding those which will produce 
the inputs for maximising the 
growth of agriculture, e g, fertili- 
lisers, pesticides, machines and im- 
jilements), export industries, power, 
transport and training of technical 
jiersonnel. The first charge on what¬ 
ever resources, especially foreign 
e.vchange. that the country can mobi¬ 
lise should be to ensure the maxi¬ 
mum that can be physically accom; 
jili^hed for the “core” during the 
Fourth Plan To the “core” projects 
in the Fourth Plan suggested ir. 
the Third Plan have to he added 
some of the projects which had 
been left over for the Fifth Plan 
For improving execution, the 
ijuestion of extending the Fourth 
Plan into a Seven Year, instead of 
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Usha IS playing a vital role in actively assisting the 
country to earn valuable foreign exchange. The 
largest exporters in the light engineering 
field, Usha sewing nnachines and fans arc warmly 
welcomed m about 50 countries around the 
world. Besides givitig technical know-how 
to other countries, Usha have taken a major step 
forward in export promotion by setting 
up sewing machine assembly plants in 
Saigon and Colombo. 

We look to the future with confidence and in a spirit 
of dedication to serve the country well. 
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a Five-Year, Plan will also have to 
he seriously con8i4ered. A» most 
the projects induded in the “core" 
are the ones which are required for 
defence, this policy, will a)ao serve 
the interest <rf defence best. If the 
resources which H has been possible 
to mobilise this year is any crite¬ 
rion, the limitation so far as this 
•‘core” is concerned would be phy- 
■sical and not financial. Provision 
should be made for other sectors 
only to the extent that resources, 
especially domestic resources, can 
be mobilised. the highest prioritv 
being given to agriculture, labour 
intensive programmes, and educa¬ 
tion. 

The average growth-rate in the 
Fourth Plan must reach a level 
higher than that actually reached 
in the Third Plan so as to counter, 
at le.ast partially, a higher rale of 
population growth as also to avert 
the possibility of a deceleration of 
the economy Kvery attempt should 
he made to raise it as much above 
that level as possible and from tha, 
standpoint, it may be desirable to 
hx a challenging enough target a . 
'•ay, 3 per cent above the rate ex¬ 
pected to be reached in the Third 
Plan. Ill formulating the Plan, a 
qertain amount of flexibility will 
have, no doubt, to he allowed jH 
the non-core part in view of possi¬ 
ble fluctuations in agriculture, world 
trade or policies of aid-giving coun 
tries, A firm decision will have to 
he taken that such fluctuation, 
should not interfere with the magni¬ 
tude or Intel rupt the phasing of the 
“core” projects And it would be 
necessary to supplement this basic 
decision by appropriate policy mea- 
sure.8 which would enable the coun¬ 
try to mobilise its resources to the 
fullest extent and to even out the 
deficits of one year by the surpluses 
of another, and thus avoid the ven 
disturbing effect of errors of over¬ 
pessimism and over-optimism which 
have been the bane of policy¬ 
making and programming in the 
past. 


The more important of the.se 
mea.sures should be obvious: 

First, all fhe steps that are re¬ 
quired to make our tax structure 
fully responsive to the growth of 
national income should be taken 
over the next couple of years, so 
that thereafter no more than mar¬ 
ginal changes in faxes may be ne¬ 



cessary., This would act as a built- 
in stabiliser in the “period of trou¬ 
ble" ahead. 

Second, vigorous policies should 
be pursued for institutionalising 
savings in the country and bringing 
them under the control of public 
authorities. This would entail some¬ 
thing more than a special drive for 
popularising the insurance habit and 
the banking habit among the people 
so that as savings grow, they auto¬ 
matically become available for in¬ 
vestment. Nationalisation of insur¬ 
ance was a bold step but a very 
desirable one, judging in retrospect. 
It has been more than justified by 
lesults. A similar step in regard 
to banking seems now urgently 
needed It is not only necessary for 
preventing the evasion of taxes and 
spreading the banking habit, hut is 
also essential for gaining greater 
control over the economy which 
the tyjie of planning suggested for 
the Fourth Plan will require. 

Third, adequate provision should 
be made in the Plan for building 
up large enough buffer stocks of 
essential commodities under the con¬ 
trol of public authorities with the 
twin objects of evenmg out 'seasonal 
fluctuations and enabling the Gov¬ 
ernment to exert a strong counter- 
speculative pressure on the market. 

For some time to come, it would 
be also necessary to have a num¬ 
ber of physical controls which are 
unavoidable in any economy which 
face^ serious scarcity or which 
seeks to stcji up development to a 
rate or in directions very much 
different from what they would be, 
left to the free operation of market 
forces. It IS true that conrols lead 
to black-marketing and other mal¬ 
practices. But to reject controls in 
certain -situations is to legalise pro¬ 
fiteering and arfti-social activities. 
Once, however. Government is able 
to undertake buffer stock operations 
on a significant scale, the need for 
detailed physical controls of the 
type which are irksome to the jieo- 
ple and most prone to give rise to 
malpractices will be progressively 
reduced. 

Fourth, for the location of large- 
scale industries, especially basic and 
heavy industries, and in the pricing 
policy for their products, economic 
efficiency should be the sole crite¬ 
rion. Non-ecocomic considerations 
should not be allowed to influence 



dedskm in these caaesv If wom- 
thtng special has to be done UtT 
the uplift of a backward axea, or. a 
weak community, it should be 
through other types of assistance ahd 
through direct subsidies. 

Fifth, when the above steps have 
been taken, it should be possible 
for the Government to adopt a store 
liberal policy than it is toilowtug 
at present in regard to private en- 
terpnse, Indian and, foreign, vis-a- 
vis public enterprise, and also to do 
away with some of the detailed and 
irksome scrutiny that is now oot*- 
gatory. This would help further 
growth and diversification of the 
country’s entrepreneurial talent and 
attract more foreign capital and en¬ 
terprise to the country. 

If the above policies are accept¬ 
ed for the Fourth Plan, it will not 
only be possible to build up the 're¬ 
quisite growth potential of the eco¬ 
nomy so long as the political cli¬ 
mate remains favourable over the 
next few years hut it will also be 
possible to relax controls and fol¬ 
low softer policies in subsequent 
Plan periods, when the political cli¬ 
mate turns out to be not so favour¬ 
able. Once the basic growth poten¬ 
tial has been built up through the 
enlorccment of these hard policies, 
a change-over to softer policies, fa¬ 
vouring light and lon'tumer goods 
industries and relaxation of controls 
should be feasible and in fact de¬ 
sirable at the next stage. In fact, 
relaxation at this later stage should 
actually give a sudden sptirt to the 
growth rate, as it did in’ Yugosla¬ 
via, for example. 

The principal task, and the molt 
challenging one, before the country 
today is to prepare the ground for 
an eventual change-over from im¬ 
perative to indicative plannir^,. 
Even if political instability should 
follow. Its effects would be couq-; 
tered by economic stability amj 
sustained progress on the economis 
front that could be ensured when 
the growth potential of the ecopoi^y 
is well developed It is not without, 
significance that France, which 
passed through extreme political 
instability over the last 15 year*}^ 
has been able not only to keep her 
head above water nut progress 
steadily, because French planning 
gave her economy unusual stability 
and momentum. 

From this point of view, hpw- 
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ever, it it «iw> imperaiive mere than 
ever before that all teetJona of th« 
peoitie thouid have a tense of in- 
voivement and participation in 
planning. A plan winch ha»< Keen 
evolved by the participation of all 
aections of the people and which 
has been accepted by them cannot 
be easily discarded or even whittled 
down by a change of Ministers or 
Government. The greater the likeli¬ 
hood of political instability, the 
greater is the need that the plan¬ 
ning process should he such that 
it is understood and accepted hv the 




people. Smite feeble and qioradic 
efforts have been made in tits and 
starts to get more people involved 
in the planning exercise but they 
have not gone very far. Moreover, 
sufficient ^ucative propaganda has 
not yet been done about the basic 
objectives and strategy of Indian 
planning. People are told only of 
the nice things, of the employment 
that they will get or of the rise in 
jier capita income. But it is also 
important to tell them about the 
hard decisions that are involved 
and iheir consequences. A man is 


the •« CO If 

used to curtailing his present coi- 
sumption and saving up for his 
son’s education or for building a 
house for his family. He knows 
that he has to take some hard 
decisions today in order to gain 
-omething desirable tomorrow. If 
the imperatives of the economic 
growth of the nation and the basic 
strategy of the Plan are put to him 
in clear terms, there is no reason 
why he would not appreciate the 
need for hard decisions in the 
national sphere in the same manner 
that he feels the need foi hard deci¬ 
sions in his private life. 


Our CaleuUa Letter 

What Happened to Advance Planning in Steel ? 

/ft ipiip of the long-recognUed need for it, no central agency for steel planning fuu yet been created. 

a result, it li still no one’s responsibility to formulate an integrated plan for the preparatory woi^k that 

should have already begun if we are serious about budding a steel capacity of Ih or 19 mdlion tons by 
1970-71. 

The responsibility for advance planning is borne by the Steel Ministry at one level and the PUui- 
ning Commission at another. Neither of them, howevet, has the technical equipment to perform this function. 

It will be unfair, therefore, to expect them to provide anythin!’ more than administrative supervision, and 

that too rather superpcia! because of their preoccupation with immediate tasks 

The Planning Commission had at one time proposed setting up task forces of 200-300 men for 
working out detailed plans for the key sectors. This idea has presumably been shelved since nothing 
further has been heard about vt. 

yds a result, luit only in steel but also in other equally important fields, we are unable to move beyond 
fixing aggregative production targets. 

Even where specific tasks of preparatory plan ning are discussed or taken up, it does not go very 
far because advance in any one direction must come to a stop if complemeiUan moves are not made m 
other directions. 


THAT Bokaro has been allowed 
to overshadow the future of 
steel development, it would be idle 
to deny. Bokaro is undoubtedly im¬ 
portant, and not merely because it 
is expected to meet a sizable part 
of the aggregate deficit m steel. It 
is to supply the flat products on 
which will largely depend the di¬ 
versification of the industrial base 
of the Indian economy Even so, 
Bokaro k only one plant among 
many and it can contribute no 
more than a unall proportion of the 
additional capacity required by the 
end of the Fourth Plan in 1970-71. 

With only 32 months to go be- 
fore the Third Plan comes to an 
■' end, it is by no means too early 
. to ooncern ourselves with the begin- 
Hingl that must be made soon 
ittwraifter. Leaving it till later 
. inoMi 0 rqwtition of the Mtua- 
in which schemes of one plan 


negating the premises on which 
further advance should be based 
This happened in the case of all the 
three new steel plants built during 
the Second Plan and is certain to 
happen again in the case of cur¬ 
rent expansion projects. Expan¬ 
sion being relatively less difficult 
than starling from scratch at a 
greenfield site, there will be far 
less justification for shortfalls this 
time. One can only conclude that 
delays do not necessarily have an 
objective basis but reflect a general 
failure to take the right decisions 
at the right times. 

Settincr a target is not the same 
thing as working out a coherent 
policy for develoment. The target 
-- particularly an aggregate figure 
like total ingot capacity to be at 
tained by a certain dote — may 
provide a sUrting point iwt net 
very much more. For the Fourth 
Plan, a target cl lt-19 m tans was 


proposed m the long-term projec¬ 
tions contained in the Third 
Plan The planning exercise could 
have been set in motion on this as¬ 
sumption It IS not clear, therefore, 
why we had to wait until June 
1962 for the first move to be made, 
although even this belated begin¬ 
ning was nothing more than a for¬ 
mal gesture. 

The steering group set up at the 
time may serve some purpose as a 
debating forum in which the pri¬ 
vate and public sectors score nice 
points off each other but it is hardly 
the agency to mark out the guide¬ 
lines for future development. In 
over a year since it was constituted, 
the group has met just once. At 
this solitary meeting, there was, 
true to past form, animated discus¬ 
sion on the validity of the target 
but little else Several sub-com- 
mitt^ were set up to look into 
specific aspects like raw materials. 
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tranqpoTf tnil mmaitc- 

ture. Ab f«r Be is knoWti, the eob- 
conimittees met twiee in th« first 
four months end heve not been 
heard of since. A iook at the notci 
prepared ‘ for these sub-committee 
meetii^ shows the amateurish level 
at which deliberations are conduct¬ 
ed, an impression fully confirmed 
by the aubaequent minutes. Getting 
people together for half-day com¬ 
mittee sessions serves little purpose 
except to provide opportunity for 
reiterating well-known prejudices 
In fairness to the committees, not 
much more can be expected if plan¬ 
ning is to be conducted in a va¬ 
cuum, as it were. There is no 
secretariat, technical or otherwise, 
to bring together the data on which 
opinions of members, some of them 
men of great experience in their 
fields, can be usefully elicited. 
Similarly, there is no organisation 
for carrying out any studies to 
follow up a committee’s discussions. 

This is not to suggest that future 
planning is going entirely by de¬ 
fault. There are, for instance, the 
studies that the Ministry has com 
missioned from the HSL design 
group and Dastur Co on possible 
new plants m the Vishakapatnam 
region, Bailadilla in Madhya Pra¬ 
desh and Goa The Neyveli-Salem 
project is now in a more advanced 
stage since a detailed project re¬ 
port has been commissioned as a 
preliminary to starting construc¬ 
tion. Likewise, some work on 
mineral development has been 
started using the resouices of the. 
Geological Survey, the Indian 
Bureau of Mines and the prospect¬ 
ing nucleus that HSL has recently 
acquired But any connection bet¬ 
ween these activities and the steer- 
mg group is quite accidental. 

The need for a central agency 
for steel planning remains unfilled. 
It is no one's responsibility to for 
mulate an integrated plan for the 
preparatory work that should have 
bfegun already if we are serioua 
about a steel capacity of 18 m tons 
by 1970-71. In the absence of this 
agency, this responsibility i» being 
carried by the Ministry in New 
Delhi at one level and the Planning 
Commission at another. Neither of 
them has, as at present constituted, 
the technical equipment to perform 
this funtion. It will he unfair, 
therefore, to expect diem to provide 
anything more than administrative 


supervii^ and that too «t it raflm 
superficial level because of 
preoccupation with more immediate 
tasks, 'fhe Planning Commission 
had at one time proposed taak forces 
of 200-300 men for working out 
detailed plans for each of the key 
sectors. This idea has presumably 
been shelved since nothing ha-s 
been heard about it for some 
months. Tlie result is that, not 
only in steel but also in the other 
equally important fields, we are 
unable to move beyond the starting 
point of an overall target. Indivi¬ 
dual aspects of the work involved 
are discussed and tackled piece- 
n^eal but this cannot gel us very 
far because advance in any one 
direction must coma to a stop it 
complementary studies do not pro¬ 
vide the data lor concrete decisions 
or for further work. 

Technical laaues Over-riilden by 
Political Decision* 

111 this sorry situation, most de¬ 
cisions must necessarily be taken ad 
hoc This amounts to saying that 
the decisions must be political. 
Even when all the data lor decision¬ 
making have been collected, the 
final choice may still have to be 
political, overriding economic ot 
technical considerations But thtl 
is entirely different from the pre¬ 
sent situations where the decision 
comes first — in most eases under 
pressure from regional or other 
interest groups — leaving the eco 
nomic and technical issues to work 
themselvev out Not surprisingly, 
every decision of this nature givea 
rise to bitter conirox’ersy which at 
times goe-* right up to the Cabi¬ 
net. The net result is that deci¬ 
sions on the financial and other as¬ 
pects. without which no progpresa 
is possible, are held up 

This is, of course, a part of the 
general malaise alBicting New Delhi 
at the present time but the result¬ 
ing indecisiveness i-. specially harm¬ 
ful in stwl and othei sectors with 
a long time-lag In these the price 
of failure does not become known 
until long afterwards by when it 
is too late to hold anyone responsi- 
ble. And the failures never come 
under public scrutiny except in 
rare cases where an outside agency 
reviews the preparations, or ih*. 
lack of them, for a major project 
like Bokaro. 

The dificulties over Bokoro should 
bring hoow the letsati that we can 


no longer rely tipon niuddfipf 
through. There is now no tduuupi 
to be out of plajring tnh 

oast against the west. Hard selling 
will be necessary before any neu 
project wins the support Ot aid- 
givers, The decision will ultimately 
turn on the quality and depth of 
the preparatory work we do our¬ 
selves. If, for instance, a Japanese 
commitment is to be sought for a 
plant in the Coa region, as has 
licen sometimes suggested, both liie 
Japanese Government and equip. 
inent-suppliers will want to take a 
long and hard look at the state oi 
the harbour, the transport links 
with raw materials sources and man¬ 
power availability before oommitting 
any funds. 

Quite apart from satisfying aid- 
givers, we have to make sure that 
progress in these related spheres 
matches our plans for steel, if tar¬ 
gets are not to remain just pioiw 
wishes. Time was when both 
and Us major raw materials were 
looked after by the same omnibus 
Ministry of Steel, Mines and Fuel, 
with the bifurcation of the Minis- 
try ill the cabinet changes of 1962, 
the need for co-ordination is rein¬ 
forced. 

fn raw materials, the physical di¬ 
mensions of the ia.sk are awe-inspir¬ 
ing and the situation is made worse 
by the institutional and organisa- 
iional diflicultie.s. The quantities of 
ore and coal required to sustain 
18-19 m tonnes of steel production 

17 m tonnes of iron ore and 
washed coal above the levels «f 
1%2, ignoring for the moment die 
rising requirement for either export 
or other industries — simply can¬ 
not be raised except by fully me¬ 
chanised, large-scale mines. Where 
new areas are available for exploi¬ 
tation, as in the case of iron ore 
in Bailadilla or non-coking coal in 
the Karapura field, the large-scale 
public enterprises can start from 
scratch without upsetting any vest¬ 
ed interests. This is clearly not 
going to be possible in coking coal 
where practically all known depo¬ 
sits arc already leased out, many 
of them to small producers. The 
latter do not have either the will 
or the resources to go in for lar^ 
scale development, but there is no 
dislodging them under the Govern- 
ment » present polictesi. This meAiis 
that valuable reserves will condsue 
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' 'iff- remain untapped l^ecauw' pro¬ 
perty rights etand in th<* way ol 
tfaeir full utiliaationx Thro- im th<* 
well-known case ol the 2 ni too 
mine which the \(.!D(! ix develop¬ 
ing, with Poiiith arxtxtanw at bu- 
<i«indih, near Dhanbad, where a 
•mail owner’s refusal to ->ell out ho 
, little patch ha» necesmiakd xinkiii!, 
two shafta in place of one that 
might have seiied, Vifiile N (-I) (- 
^ow ahead to gel the moat that 
Sudamdih can yield, the .small 
owner will coiumue to operate his 
mine using Indioek powered haul 
age to raise only a fraction of tfie 
output that the reserves lie ix sit 
ting on should yield. 

The same sorry situation ohtair- 
in limestone wlieic the best deposit.s 
in the steel bell have been (oriier- 
ed by sniall-time operalois Tlieii’ 
is reu.suii to belieit that good giades 
of limestone are finding their wa> 
into uses for whieh quality is not 
decisive as in steel production Al! 
that New Delhi has been aide 'o 
do So far is to restrict the issue of 
new mining leases by State (joverii- 
ments for areas known to contain 


high grade deposits but even in 
(his It has not heen too successful 

Tlieiie issues of policy never gei 
into foeuh, again because there is 
no central agency to plan for steel 
•n depth. H S L, which may have 
been expected to urge the larger 
national viewpoint on New Delhi's 
policy-makers, has failed to do so, 
perhaps because piantung for thi 
future ha.s not been made an idenli- 
licablc responsibility in its head¬ 
quarters organisation. 

Apart from the needs of future 
plants, there are major problems to 
be resolved in plants already iii 
operation. The deteriorating qua¬ 
lity of coal IS causing grave con 
t<-rn which has led to the search 
for new techniques to off.set adverse 
efleets on productivity Tata Steel 
is experimenting with injection.s of 
fuel oil in blast furnaces, and mav 
later take up oxygen injections. 
Other plants are also thinking on 
the same lines, Ourgapur being 
already in the stage of discussing 
oil injection with the State-owned 
Indian Oil ft w far from elear, 
however, who is to lake the ultimate 


decision since it is not a matter 
that can be left to individual plants 
m view of the foreign exhan^ 
to.st of fud oil. No one is quite 
.sure whether planning for oil hw 
taken into account the poa.sibility 
ol this additional demand for fuel 
oil. already in short supply. 

Alternatives will also need to hi 
considered before a decision on fuel 
Ol! can be taken There is the 
possibility of injecting coke oven 
gas. a surplus of which can be deli¬ 
berately created at a steel plant by 
installing additional batteries and 
selling the coke in the market to 
the famished foundry and other 
industries. Another idea on which 
work IS currently in progress at th" 
(.entral Fuel Research Institute 
to use low ash, imported coal in a 
blend with domestic supplies. All 
these alternatives have to be evalu 
ated and the final decision taken 
only after looking into all the rele 
vant factors Tlie ies|>onsibilitv foi 
the verdict falls on the Ministry 
but how is it to decide a complex 
issue like this without any indepen¬ 
dent technical advice available to 
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It ? It idle to acpect a fim 
ronsultanlB to pull the answer 0|Bt 
of a bat unless the relevant techno 
fwnomic studies are first carried 
out in a properly coordinated 
manner. 

Even an economic and administ 
rafive issue like the pattern of pric- 
ins has its technical aspects. Steel 
producers take the stand that orders 


below «-oteta^ lin^ 

aomlc hut we have only thiSir ‘word 
for it. One consumers' association 
hajf cited international examples in 
suraort of its view that producers 
had been needlessly rigid. There 
IS also the larger issue of rationa¬ 
lising the production programme'! 
of the five producers on which there 
arc wide differences between thi! 


private and public sector ^ants*, 
Can we leave such matters to be 
decided by who diouts the loudest? 
As things stand, the Ministry can 
do little more than subject rival 
claims to routine scrutiny whereas 
it should be hffering the correct 
lead backed by independent techni¬ 
cal assessment of the merits of the 
question. 


Defence: Conventions and Conflicts 

Sharda Mukerjee 

In a parliamentary democracy, civilian control over military administration can never be questioned. 
It is one of the basic kencts of any democratic fpvernment 

Yet, such control must never impinge on theauthoriiy of the cunimander within his Sendee, if he is 
to have the respect and obedience of his subordinates, so indispensable for maintaining the discipline and 
the morale of the fighting forces 

How IS the authority of Military Command reconciled with itvilian control (in day to day warking}? 

Civilian control is itself very subtle and the occasions for its exercise are reduced to the very mini¬ 
mum And in establishing this subtle, yet unquestionable, control of the civil over military authority, con¬ 
vention and traditions plary a vital part 

[The author is one of tluf few Members of Parliament who take a msUdned interest on defence prott 
lenis and have made a special study of them.\ 


|T Is left to military experts to 
^ assess how far the Laflakh and 
NEFA Operations were the culmi¬ 
nation of the so-<alled ‘Forward 
Policy’ of opening new posts, such 
as Galwan and Dhola This happen¬ 
ed some three months before the 
commencement of hostilities While 
the country was recovering from the 
excitement of the recent General 
Election and arguing about the in 
adequacies of economic growth, the 
short-falls m planning, and other 
such matters, the rumblings of what 
may well have been a disastrous war 
had already started On the distant 
frontiers of our country, cut off 
from normal communications, facing 
the rigours of inclement weather 
and physical hardships, a few soldiers 
clustered in small groups on high 
mountain posts, were trying to guard 
the safety and honour of their 
motherland The question is What 
brought about the opemng of the 
Galwan and Dhola posts without the 
necessary logflstic support of com¬ 
munications, supplies and man¬ 
power’. Was this a decision taken 
on the recommendation of the 
Chlefa of Staff Committee or 
was it molniy a Government decl- 
sloh ton((ain« uijaaswerea ao'falr. 


While the oflBcial statement on the 
findings of the NEFA Enquiry is 
still to be made, it is becoming evi¬ 
dent that whereas even a brief ex¬ 
planation might have satisfied Par¬ 
liament in the early critical days, 
now, with the time-lag of nearly 
ten months, the Government may be 
faced with a barrage of unpleasant 
criticism and interrogation 

The NEFA disaster saw the exit 
of three key men in the Defence 
Organisation the Defence Minister, 
Krishna Menon, Gen Thapar, the 
Chief of Army Staff, and Lt Gen 
Kaul, the Commander of the Task 
Force in the NEFA Tn keeping with 
military traditions that defeated 
armies do not follow defeated gene¬ 
rals, the two generals could not con¬ 
tinue as commanders Confronted 
with opposition from Parliament and 
his own Party, the Prime Ministei 
was compelled to accept the reslg 
nation of Shrl Krishna Menon. Now 
in a comparatively calm atmosphere, 
one can question and assess, as far 
as it is possible under the circum¬ 
stances, with the aid of such Gov¬ 
ernment statements and papers as 
are presented to Parliament from 
time to time, the weaknesses In the 


present system of Defence organisa¬ 
tion 

Human nature Is ever the same 
Therefore, I cannot agree that the 
change of personalities will bring 
anything but a temporary change 
in given situation unless adequate 
safeguards are provided. Paced With 
the same temptations of the glory of 
victory and success, there is no gua- 
lantee that the same mistakes wilt 
not be committed again It is, there¬ 
fore. essential that the decision-mak¬ 
ers of our country should examine 
carefully the present system and 
coirect its weaknesses so as to en¬ 
sure our future national security 

Caiblncit, Committees and 
Co-ordinatton 

In a nascent democracy such as 
outs, the immediate problem is that 
of co-ordination and teamwork, to a 
gi eater or lesser degree, among seve¬ 
ral units, each performing specialis¬ 
ed functions In Defence, this pro¬ 
blem assumes unusual proportions 
On the one hand we have Inherited a 
political legacy of pacifism and, it 
must be admitted, feuitionallsm We 
have to learn the meaning of team¬ 
work The military commanders 
who, by the very nature of their 
work, are accustomed to having 
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their own wny, are liable to be im* 
patient with the methods and atti¬ 
tudes of politicians and civtUans. 
Unlike ih)^land, where moat politi¬ 
cians have had some experience of 
military service, and are, therefore, 
well able to understand and appre¬ 
ciate military problems, in India, 
there can be little in common bet¬ 
ween statesmen, civilians and soldi¬ 
er# Yet men of such widely differ¬ 
ent educational and ideological back¬ 
grounds are required to work in close 
and constant co-operation with each 
other if any measure of success is 
to be achieved. It is understandable, 
therefore, that although we have 
adopted the British pattern of Def¬ 
ence by Committees, the results are 
not necessarily the same; for Britain 
has evolved a system to suit her 
particular requirements whereas, 
we have tried to transplant a ready¬ 
made system to which we hope to 
graduate in course of time Conven¬ 
tion and tradition play a vital role 
in establishing a subtle yet unques¬ 
tionable civilian control over military 
administration Nevertheless, such 
control must not impinge on the 
authority of the Commander within 
his service, if he is to have the res¬ 
pect and obedience of his subordi¬ 
nates, So indispensable to the main¬ 
tenance of discipline 
The Emergency Committee of the 
Cabinet, earlier known as the Defence 
Committee of the Cabinet, functions 
under the chairmanship of the 
Prime Minister, with the three Chiefs 
of Staff as technical advisers and 
IS in fact the highest policy-making 
Defence Committee today Apart 
from the Prime Minister, its mem¬ 
bers consist of the Defence Minister, 
tlw Finance Minister and such 
other Cabinet Ministers as the Prime 
Minister invites. One hears that re¬ 
cently Biju Patnaik, the Chief 
Minister of Orissa, has been includ¬ 
ed in the Committee Apart from 
this there is the National Defence 
Council which is a vast and amor¬ 
phous body but which has no execu¬ 
tive powers or functions 
The E C C corresponds to the 
Bri.tiah Defence Committee of the 
Cabinet. One would imagine that 
any major decisions regarding our 
Defence policy, which is inevitably 
closely linked with our foreign policy, 
would be taken by this committee 
As the proceedmgs of this commit¬ 
tee are necessarfly highly secret, 


<Hie cannot know of tbe dbciaioiia 
tkken by It but certain anomalies re¬ 
main unexplained Aa far back aa 
1960, the Chin«M threat was recog¬ 
nised by the military commanders 
while the Government continued to 
stress the importance of guarding 
the Pakistan border on the West and 
minimised the danger of possible 
Chinese aggression. In the mean¬ 
while, the inadequate progress made 
in building roads by the Tusker 
Force in Assam was allowed to go 
unheeded. Did the Government fan to 
recognise the importance of roads 
in the NEFA in case of a Chinese 
invasion ? 

Gen Thimayya, the Chief of Army 
Staff till two years ago, has stated 
In an article In the .Seminar of July 
1962- 

" we could never hope to 

match China in the foreseeable 
future It must be left to the poli¬ 
ticians and diplomats to ensure 
our security” 

The military commanders made 
no secret of the fact that the strengrth 
of the army and the air forces was 
below the minimum required for the 
security of our country. In any case, 
one understands that the military 
estimate of the requirements for the 
defence of Assam was two divisions 
It is well-known that the strength of 
forces deployed there was much less 
Taking all these things into consider¬ 
ation, it 18 still a mystery why and 
how the Forward Policy was under¬ 
taken. 

Britisli System 

The functions and powers of the 
Emergency Committee of the Cabi¬ 
net are not known precisely In the 
British Parliament, the White Paper 
presented by the Defence Minister 
gives an accurate report of the De¬ 
fence Policy and an outline of the 
structure and plan of future develop¬ 
ment Such not being the conven¬ 
tion of our Parliament, one can have 
no authoritative knowledge about 
Defence matters 

While we have followed the Bri¬ 
tish system of committees at various 
levels, we seem to have omitted the 
very Important principle of Parlia¬ 
mentary control over the broad poli¬ 
cies of the Defence Ministry One has 
only to recall the debates in tho 
British Parliament over the Polaris 
to understand the active participa¬ 
tion of Parliament in Defence discus¬ 
sions. The affairs of the Defence 


BClnistsry wra iBiritudad la dd<ip 
tery and the convenient answer to 
an inconvenient question Is that It 
is 'not in the public interest’ for tbe 
Minister to give the necessary in¬ 
formation. This has hod tbe effect 
of creating doubt and dissatisfaction 
in the country at large and of allow¬ 
ing the Ministry to escape the salu¬ 
tary check of Parliamentary critic¬ 
ism on its failures ' and shortfalls 
till it is too late to avoid serious 
damage The Defence Debate in 
Parliament amply brought out the 
disappointment of the members over 
the Inadequacy of the Defence Be- 
port 

The insufficient supply of proper 
equipment suid material to tbe NEFA 
forces has given rise to angry com¬ 
ments. Perhaps it is time Defence 
Production was made into a separate 
ministry - something on the lines 
of the Ministry of Supply In Britain 
- to detach it from the general at¬ 
mosphere of secrecy which enve¬ 
lopes the Defence Ministry. One 
could then hope to have a reasonably 
Independent approach from tho 
Ministry of Defence Production to 
the procurement of equipment from 
foreign countries or the indigenous 
manufacture of such equipment In 
the public or private sector. 

Rethinking on Defence 
Orsanisation 

Recent events have proved beyond 
doubt that the organisation of de¬ 
fence requires to be re-examined and 
put right Enlarging military man¬ 
power and the supply of proper and 
adequate equipment will be of little 
use if we are not able to utilise these 
resources advantageously. Accom¬ 
plishment of results in Defence, as 
in all Departments, depends partial¬ 
ly on the existence of co-ordination 
and of a suitable collaborative ma¬ 
chinery. What should be done to 
tighten up and revitalise the prevail¬ 
ing system is a matter for the con¬ 
sideration of the decision makers of 
our countiy. Comparison with the 
Anglo-American system suggests 
some possible changes, all of which 
may not be feasible in India. 

(1) The appointment of a Sup¬ 
reme Commander in overall charge 
of the three Services with the three 
Service Chiefs responsible to him. 
Without the long-established tradi¬ 
tion of democracy and the force of 
public and Parliamentary control, 
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A lot of powar; something chat a 
developing country urgently needs' 
One million kW is nearly one-fifth of 
the Second Plan target of installed 
power capacity for the whole country 
—and that Is exactly the contribution 
Siemens have made to power genera¬ 
tion In India' 

All over the world, the name' Siemens 
stands for high quality In electrical 
equipment and service. In India, with 
their wide manufacturing experience 
and engineering skill, Siemens continue 
to make conspicuous contributions to 
industrial progress. 
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the apiMJftitiAuiat « « St^rmM <loia< 
mender fli»y weld prove traubleeoiiu. 
ThereAwe, iw the preeeat at leiUt* 
it would be inadvtaable to follow 
the West In thie req|>ect |n England, 
Lord Moontbatten ie the Chief of the 
Defence Staff. In America the same 
system prevalle. 

(2) A Defence Miniater with wid> 
er executive powers. Thie rather de¬ 
pends on the Prime Minister and the 
current situation in the country to¬ 
gether with the penonolity of the 


mintrter cmioerned, 

(8) The appointment nf effective 
Sub-Committees of the X C C to deal 
with matters like co-ordination, plan¬ 
ning, cperatlone and dvil defmoe. 
At preeent theae functions are left to 
the Services Headquarters. Such com¬ 
mittees can be effective organs of ih- 
ter-servioe coordination. It la suggest¬ 
ed that some experienced, retired Arm¬ 
ed Forcee Officers should be Included 
In theee ComiUlttes — for example. 


Qan TlMimt bdth 
of srhm are at piment on the . Na¬ 
tional Defence Council. Theae men 
are capable of rwtdertng valuaUe 
service to the natitm. The advan¬ 
tage of such sub-oommtttaeB of the 
E C.C would be that they would be 
directly responsible to the Prime 
Minister. In this respect, military in¬ 
telligence and civil defence both of 
which are not entlrdy under the 
Defence Ministry, should have a 
prior place. 


Capital View 

The Politics of Amorphousness 


Romesh Thapar 

Can the Congress Party continue as an enveloping, conditioning force in Indian politics if it aban' 
dons the socialist pattern at home and non-alignment abroad ? 

Is democracy viable tn an underdeveloped country without the espousal of a national minimum pro¬ 
gramme by the ruling party ? 

Does the very nature of the Indian State, with its marked regional and other pressures, dictate a non¬ 
partisan approach ? 

These are the crucial questions in the current debate on India's emerging future, queens which 
every politician in the country is beginning to ponder over, knowledgeably or otherwise, before he takes the 
plunge into the politics of polarisation or the politics of amorphousness. 


the very moment when the 
internationcil situation is under¬ 
going the kind of deep and all¬ 
round change which permits India 
to re-assert her non-aligned position 
without endangenng her essential 
defence needs, a strange story of 
our diplomatic bungling and in¬ 
competence is beginning to un¬ 
fold. It looks as if certain partial 
military commitments, entered into 
during the confused and uncertain 
days of October, November and 
December of last year, have been 
allowed to condition subsequent 
negotiations on various matters 
and that we are to be confronted 
with this embarrassing evidence of 
our panic precisely when the situa¬ 
tion in the communist world has 
taken a decisive shift in our favour 
and against our Chinese adversa¬ 
ries. So sinister is the timing of 
the leaks and disclosures that a 
psychopathic mind would be tempt¬ 
ed to conclude that the Maoists 
have skilful allies every where! 

Naturally, the foreign press corps 
has a fascination for air 'um¬ 
brellas’ and ‘parasols’. Newspapers 
'back home’ seem to think that the 


future of India is dependent on her 
attitude to these devices. But the 
policy-makers in the Capital would 
rather under-play the story. It is 
argued that we have to find some 
way of ensuring our air defence in 
an emergency until such time as 
we can produce the planes and the 
pilots ourselves, and that the nego¬ 
tiations with the West are bound 
to take a tortuous course because 
of Pakistani interference. 

Providing A Base 

Despite powerful proddings from 
interested quarters, the opinion 
still prevails that India would be 
foolhardy to permit the permanent 
stationing of foreign air-forces on 
her soil in any form. It is main¬ 
tained that so long as India is 
able to build a network of fully 
serviced airfields, supported by the 
necessary radar systems, foreign 
air support from any quarter could 
move in at short notice. The theory 
that air exercises over possible 
theatres of war are essential is ridi¬ 
culed and seen as a ruse to exploit 
India's oredicaroent. The existence 
of a reliable \ base for air opera¬ 
tions in a potential war theatre is 


seldom assured, for who can tell 
where the explosion will actually 
occur? And India is committed 
to preparing such a base. 

Those who still bother to think 
out problems dispassionately re¬ 
call that several years ago, when 
Marshal Zhukov of the U S ^ R 
visited India, some such plan to 
build ‘reception centres’ for a sup¬ 
porting air force was mooted. 
This was at a time when Pakistan, 
with U S support, was becoming 
belligerent. Marshal Zhukov, 
whether authorised or not, is be¬ 
lieved to have suggested that little 
else was required. Indeed, if con¬ 
fusion is genuine today, what pre¬ 
vents the G 01 from trying to ob¬ 
tain an independent assessment ot 
these schemes for 'umbrellas’ and 
‘parasols’? It would also help to 
liberate us from the obsession of 
those who seem to see salvation 
only in a panicky and embarrass¬ 
ing commitment. 

Voice of America 

The foreign press corps, or at 
least a large percentage of it which 
has yet to learn to understand 
events in the Indian context, is not 

Ills 





ne$rly so worked up about the 

extraordiiHiry decision to pertnit 

the Voice of America to broad¬ 

cast Irom Indian territory. This 
sbaincful decision — and it cannot 
be otherwise described — is sought 

to be pnisented as a kind of pro¬ 
fitable barter deal by which India 
is able to get one of the world’s 
most powerful transmitters in re¬ 
turn tor 3-houis daily broadcasting 
time for tbe V 0 A for a jieriod of 
five years. In actual fact, it is the 
first tangible evidence of a drastic 
and naked violation 
policy, violation which 
become the fix us of 
trovcrsy as soon as 
meets. 


of national 
IS going to 
heated con- 
Parliament 


From what one can gather, the 
agreement between the (i 0 1 and 
the USA, authorising the VO A 
to use tlie one million watt trans¬ 
mitter to be installed in Calcutta, 
was approved on both sides over 
a month ago. I'he ‘negotiators’ 
knew what they were up to, for 
secrecy seldom associated even 
with military matters surrounded 
this violation of national policy 
And, what is moie. the approval of 
the Ministry of F.xternal Affain 
and tile assent of the Pnme Mini¬ 
ster was obtained without any dilli- 
culty. It would be most interest 
ing to know why this was done. 
Surely not bceausp there was a 
shortage of foreign exchange, as is 
being made out. Just one crore ! 




able, what persuaded the U S State 
Department to puaii through a sche¬ 
me of this kind? A Uraiuunitter in 
Calcutta doae not in any way aid the 
communication of U b ideas to the 
regions of South-East Asia, for 
there is one already crooning its 
propaganda from Manila. Unless, 
of course, the idea is to cover South 
and West Asia! As for Chma, the 
whole effort is a waste of time. 
Was the scheme thrust upon an 
unwilling India when Pakistan and 
other allies’ had made it quite clear 
tlmt they were not prepared to 
offer facilities? Or were we per¬ 
suaded on the plea that acceptance 
would steamroller opposition in 
the U S Congress on arms aid ? 
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New Oiscoverie* 
is the ‘Nu-type’ 


If this IS the ‘Nu-type’ barter 
shop which we are setting up, we 
might as well pull down the signs 
which say that we are indepen¬ 
dent, non-aligned and socialist. 

Ves, and this will hold true even 
if we offer ‘the other side’ the same- 
barter treatment. The world is 

getting tired of our pretentions and 
posturings, so tired in fact that in 
many quarters hitherto friendly, 
the fal^ propaganda that we are 
the Voice of America is increas¬ 

ingly accepted. 


Anger Againm Deal 

Tlie secrecy about the negotia 
tions continues at a moronic level. 
The official spokesmen of th-; 
Ministry for External Affairs would 
have us address out qiiencs to the 
Ministry of Infoiniation and 
Broadcasting — as if this matter 
is of no concern to them. Very 
soon the only comnunt forthcomin.; 
will be that the Prime Minister was 
misinformed about the implications' 
But what consolation does this pro¬ 
vide? For whatevei it is worth, 
there is a possibility that this 
agreement which infringes upon 
national sovereignty will he chal¬ 
lenged in the .Siipieme (iouit as 
u/fra vires of the (Constitution 
which does not permit such ‘barter 
deals’ without proper constitutional 
processes. 

While the mounting anger of the 
non-aligners in India is understand- 

' 


May be, wc are being a teeny 
weeny bit too sensitive about the 
meanderings of the G O 1 ,n these 
difficult days. May be, the amorp¬ 
housness in our poIicie.s is a re¬ 
flection of the amorphousness of 
our politics the amorphousness 
which the Prime Minister now 
-‘res a*- ihi- secix-t of India’s ordered, 
gradual and democratic progres.s. 
May be, we are on the verge of a 
new ‘discovery’ that through the 
politics of amorphousness we have 
prevented the explosion of the 
violence which is stored up in the 
mas.sive structures of caste and 
community, that the unsettled 
situation all around us in Asia is 
due to the incapacitv of other 
leaderships to grasp ' thi.s vital 
le.sson and to emulate it Mav 
he May be hut . 

Collapse of Fundamcmul Policies 

I do not remember any time du¬ 
ring the two years that I have been 
viewing the goings on in the Capital 
when so many independent, think¬ 
ing people have had grave forebo¬ 


dings of the collapse of our funda¬ 
mental domestic and foreign poli¬ 
cies despite the propaganda to the 
contrary. This growing opinion 
which is informed and influential, 
also refuses now to treat the Prune 
Minister’s responsibility for this 
state of affairs as something sepa¬ 
rate. TTie perceptible sharpening 
of reactions may, well he due parti¬ 
ally to the presence in the Capital 
of U S aray personnel, who are 
now making their presence felt at 
restaurants and night clubs, but it 
would be dishonest to ignore the 
political content of this developing 
trend. 

The plea that joint air exer¬ 
cises, V 0 A broadcasts from Cal¬ 
cutta, the presence of military 
‘advisers’ and such things do not 
vitiate the non-aJjgried status of 
India is puerile. The political re¬ 
percussions of all these are far-re¬ 
aching and the sooner we realise 
this, the better The threat ol 
Chinese aggression does not con¬ 
vince. for there is the example of 
Nasser who gets what he wants 
from all sides but will not permit 
any outside meddling i„ his poli¬ 
cies and programmes What is 
possible for Nasser, u can be 
easily maintained, is possible for 
Nehru What. then. prevents the 
break through ? 


The Neliruisin 

‘We can’t Ho anything wtt/i him, 
and we can’t do anything without 
•'ni I his angts. hut pertinent, 
comment of a politician who has 

worli- 

>np the Nehru lane sums „p ,he 
spiritual exhaustion of that sizeable 
body of opinion at the Centre and 

iL k'’ fully endorses 

the broad objectives of Congress 

policy, but IS now unable to find 

the w-eapons with which to imple- 
nim that policy No, so long a^go, 
bad merely ,o ^nan his 


This 


Nehru 

fingers and action followed 
is not so today. 

The anger of the Nehniists can 
o? quite easily explained Year 
d, particularly since 

thedea^of Vallabhbha. Patel, the“ 

over ^ i«f*uence 

" j-f, •’‘"^‘=u"‘>ncnt through the 

incredible hold exercised by/thdJ 

the Nehru ists refused to dirty their 
»'anHs with the chores oj pS 



organimtioa: tbay |>an«rnecl thrai- 
selves OB thoir leadw who looked 
(Itsdainluilf upon organisation men 
as the scavengers of politics. To¬ 
day, the leader does not lead. He 
IS surrounded by men who decry 
his policies, but he continues to 
tolerate them. Yet, he could get 
nd of them — and put the 
Nefaruists m the saddle. Small 
wonder that the frustration be¬ 
comes bitter when the few known 
Nehruists find themselves removed 
from the presence of their leader. 

P M’s I.oiid Thinkina 

There is irony in the situation. 
The Nehruists, in their manoeuvr- 
ings for power and position, have 
lost Bight of the fundamentals of 
their position in regard to the 
attack on poverty and the a.ssertion 
of India’s national interests 
abroad They criticise Jawaharlal 
Nehru not on ideological grounds, 
but for his refusal to act decisively 
in their support for fear of offend¬ 
ing the dominant rightists in his 
Cabinet — a factional battle which 
he has always refused to join be¬ 
cause It would reduce his status as 
a national leader who is above such 
petty squabbles. They fail to see 
that the very presence of JawaJiarlal 
Nehru, even at the head of a 
paralysed government, gives them 
the opportunity to restore their 
roots in the party organisation and 
provides them the essential liberties 
without which they cannot hope to 
establish their ideological hegemony 

This grave failure has been right¬ 
ly seized upon by the non-Nehruists 
to press for a watering down of 
policies, or what is called a realis¬ 
tic and practical adjustment. The 
Prime Minister, conscious that tli" 
major casualty of sixteen years of 
independence has been ideology, 
and aware only of the intense, un¬ 
principled factional activity around 
him, attempts politically to philoso¬ 
phise on this urthappy situation. His 
loud thinking afioul India being a 
‘mixed’ country is intended to pro¬ 
ject the theory that the amorphous 
approach is the only guarantee for 
the unity, cohesion and progress of 
some 450 millions, that any other 
approadi would result in a sharp 
polarisation between the right, the 
left and the centre, that mav lead 
to an explosion. 

The proponents of this point of 


view claim that experience teaclm 
that ttie stability of a gradualist 
socialist development in ttie back¬ 
ward regions of Asia is largely 
dependent on the effective function¬ 
ing of movements which command 
uverwDeJiuing majorities because 
they embrace several competitive 
ideologies. Unce these movements 
splinter, a serious deterioration in 
ttie political situation follows and 
can only be remedied by an autho¬ 
ritarian regime which can break 
through the confusion and chaos. 
Some such realisation, it is pointed 
out, IS behind the campaigns launch¬ 
ed by several prominent Asian and 
African leaders m support of what 
they call the single-party system. 

The Indian National Congress is 
described by some enthusiasts as an 
advanced type of single party. It 
conditions the political life of the 
country, hut while doing so, permits 
other groups to play a peripheral 
role It has the sophistication and 
skill to absorb whole sections of the 
political and economic programmes 
of other groups when these win 
national popularity. It einbiaces a 
kind of national mininiiim program¬ 
me which it elaborates or trims ac¬ 
cording to the play of the competi¬ 
tive ideological tiends within Us 
following. It abhors polarisation. Jt 
elevates the politics of amorphous- 
ness to the level of a political 
doctrine 

All this may sound like so much 
niumbo-jumbo to ears trained m 
Communist, Socialist and Swatanlra 
schools, but the fact rc-mains that 
the processes described have taken 
place and are taking place. On how 
many occasions, before and after 
Independence, has tlie Congress 
Party ‘taken over’ a communist or 
scKialist slogan V Would it not be 
true to say that even as the ‘take 
over' was ordered, the Congress 
leadership launched on the modifi 
cations, elaboration.s and trimmings 
of the slogan so as to reduce it to 
a sufficiently amorphous state ? And 
who would deny that similar adjust¬ 
ments did not take place even in 
the leading cadre of the Congress 
Party to reflect the dominant natio¬ 
nal mood ? 

Even as I write, Gulzarilal Nanda 
has managed to persuade disgrunt¬ 
led and increasingly aggressive all- 
India trade union organisations to 
hold hack the threatened strike 


move — tfaiai «t a time when prices 
are out of control. He could not 
have done U had he refused, muluh* 
ly, the right of the trade unions to 
campaign against those featurea of 
the Desai ttudget which are uu- 
acceptahle to thenij this position 
was probably taken with the full 
knowledge that modifications in the 
tax proposals are in the offing. Ui 
such stufl is the politics of amor- 
phousness made. 

Other Examples 

Then again, the Communist Party 
works overtime to find a way ol 
linking itself with the policies asso¬ 
ciated with the name of Jawaharlal 
Nehru, although the bulk of thcnc 
policies stand erther changed or 
abandoned. It indulges in this now 
fairly masshe effort because deep 
down there is a feeling that this 
linkage to what looks like a national 
minimum programme is the only 
sure way to survive the present em¬ 
barrassing challenges and ultimately 
to push forward to power. And this, 
when one-third of it.s leadership is 
in jail for alleged pro-China senti¬ 
ments and activity ! 

Another interesting example is 
that of Ram Manohar Lohia. He 
employs a familiar gambit, but 
with startling new variations. Even 
as the Praja-Socialisls begin their 
entry into the amorphou.s Congress, 
Lohia gives the call for another 
equally amorphous competitive or¬ 
ganisation composed of the ‘best’ in 
every party, including the diametri¬ 
cally opposite Communists and Jan 
Sanghis And he is taken .seriously 
His first impact is already notice¬ 
able on the ranks of the Jan Sangh; 
a large and influential section is 
responding to Lohia’.s neo-anioi- 
phousness * 

AinorphousnesH ihrouKh Clarity 

Just in case too many of us are 
being carried away, consciously or 
unconsciously, by the theory that 
amorjihousness itself helps build the 
viable single-party State — and this 
IS not so difficult, considering that 
of late I have heard people say that 
like ancient Hinduism the modern 
t ongress Party has liecome an amal¬ 
gam of a multitude of trends -- 
it is necessary to warn that the poli¬ 
tics of amorphousness do not take 
birth or nourish in amorphous think¬ 
ing. Clear attitudes on short and 
long term objectives and an extra¬ 
ordinary sensitivity to respond to 
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^ mercuml moods of « q>»wtin(| 
complex nation, are demanded; the 
iSKHnent these are blunted, paralys¬ 
ing confusion follows. 

Surveying the sixteen year* of 
freedom, it is apparent that Jawahar- 
lal Nehru symbolised m a remark¬ 
able way in his thought and action 
the politics of amorphousness. But, 
tctday, this is no longer true. The 
paralytic confusion at the Centre 
and in most of the States, together 
whh the tragic inability of the 
leadership to evolve a coherent do¬ 
mestic and foreign policy m the 
present crisis, suggest that we are 
again about to witness the battle 
between those who believe in pola¬ 
rising the situation and those who 
would keep it amorphous. Both beli¬ 
eve in confrontation but, judging 
from the trends, the polarisers ap¬ 
pear to be fighting a losing battle 
—but only to the extent that there 
is a return to clear thinking, or what 
the wond-comers would call ‘neo- 


Nehruism’ within the Congress Party 
and its ruling elite. Anything short 
of this will (Hily a»i»t the polarisers 
— a lesson to be learned fnim the 
last six months. 

Cruefail Questkms 

Arc there enough stalwarts in the 
Congress Party, particularly at 
State level, who realise the implica¬ 
tions of the retreat from Nehruism? 
Can the Congress Party continue as 
an enveloping, conditioning force 
in Indian politics if it abandons the 
socialist pattern at home and the 
non-aligned confrontation abroad ? 
Is democracy viable in an under¬ 
developed country without the 
espousal of a national minimum 
programme by the ruling party ? 
Could the established secular, non- 
communal policies survive without 
such a programme ? Does the very 
nature of tl» Indian State, with il.s 
marked regional and other pressu¬ 
res, dictate an apparent non-partisan 
appproach ? Was u just propitious 


fate that threw up men pmnegaiii 
the vision of a Gandhi w a Nahn 
men who in different stages of dev 
lopment became the image of tf 
nation, or was this phenomenon tb 
result of tangible, conditioning u 
fluences ? 

These are the crucial questions i 
the rather ramified debate on India 
emerging future, questions whic 
every politician in the country 
beginning to ponder upon, knos 
ledgeably or otherwise, before i 
takes the plunge towards the pohtii 
of polarisation or the politics i 
amorphousness. But the plunge e 
ther way will be motivated by 
complex mter-twining of factttf 
domestic and foreign. The Nehrtli* 
and anti-Nehruists, the pro*Nehrt 
ists the pseudo-Nehruists and tl 
neo-Nehru ists — for this is whi 
political life has been reduced to- 
will have to re-think many of the 
shibboleths and dogmas before tl 
fog, or smog, lifts. 


MEETING THE DEMAND... 



... with more specialised, heavy 
machinery for growing Industries 
The expansion ot Indian Industry has 
vastly increased the need for 
up-to-date machinery BATLIBOl 
continue to maintain their long 
tradition of usefulness in this field- 
supplying essential machinery to 
such varied industries as ^ textile 
mills ► foundries ► woodworking 
establishments > workshops 
► agricultural and development 
projects Today, BATLIBOl offices all 
over India link manufacturer and 
market distribute top Quality 
machinery and equipment to meet 
the growing demands of industrial India 


BATLIBOl & COMPANY 

Proiiai ■iwillal LakonelMnd Pvt. U4., Pttrbw StrMt. Part. 
•MNCNCSi SbiiMdabMl a Bhopal a Cxteatta a Calwhataia a 
i uB h l ana a RNwIrat a S a caa daraha S a Wlayaaada, MMCMTI) 





South-East Asian Conversations 

K KfMina MowrOiy 

Fem if any in the eoantriea of SouthrEast Asia are prepared any more to accept Indians asaertioni 
of nan-aiignment at face value ... As for our diplomats, their pra/etiee of non-alignment u on an unusual 
l^ane. They are not aligned to any general policy, but easily become aligned to the advocacy of policies of 
the countries to which they happen to be accredited". 

This ts how the author sums up his impressions of a three-and-half months!' tour of South-East Asia 
and Australia. This is a second look at the "South Asian Image of India" (Special Nimber, July 1961) 
from the changed perspective of Chinese aggression on India. 

[The author is the New Delhi correspondent of Far Eastern Economic Review, Hongkong.] 


UK was a V I I P — short for 
Very Important Indonesian Per¬ 
sonage — and the opening gambit 
in our conversation naturally was 
the proposal of the Colombo Con¬ 
ference to bring India and China 
to a position of willingness to talk 
to each other. 1 asked the V 11 P : 

“Would you agree with me 
your country is a full party to 
the proposals of the Colombo 
conference ? ” “ Yes “ Would 

you agree with me that the Gov¬ 
ernment of India has fully co¬ 
operated in the implementation 
of the proposals ? ’’ “ Yes 

“Would you agree with me that 
the Government of China has not 
cooperated 9 » « jyfj, >< 

If I were an Indian diplomat I 
suppose my next course of action 
should have been to say “Satyameva 
Jayate” (Tiuth alone prevails) an 
appropriate number of times, thank 
the V I I P and retreat. 

But not being a diplomat. I asked 
him whether there was no differ¬ 
ence between Delhi’s total accept¬ 
ance of the Colombo proposals and 
Peking’s token acceptance in prin¬ 
ciple. The V I I P, whose training 
in the non-aligned approach is in a 
far more advanced stage than India’s, 
evaded the question and asked 
politely whether I, “in your wis¬ 
dom’’, could explain the difference 

India’s Difficult Demands 

Indonesian personages not so 
Very Important as he franklv talk 
of the difficulties in which the 
Indian position places them and 
other representatives of Asian na¬ 
tions, which are non-aligned What 
Delhi and her diplomats ask for, in 
their opinion, is a firm declaration 
by th^ of being aligned with 
India in her issue with China They 
think India’s approach is emotional. 


China does not ask them to come 
out in support of her claims. All 
that China expects of them, in their 
opinion, is that they advocate talks 
between the two countries. 

And what the Indonesian diplo¬ 
mats and others whisper in private 
is far different from the public .poses 
of President Soekamo or of Foreign 
Minister, Subandrio. “Don’t you 
know that we are fundamentally op¬ 
posed to Chinese communists ? We 
may have working arrangements 
with our local communists — they 
are a fact of our political life — 
hut that does not mean we would 
let our country or our communists 
be forward patrols for Chinese com¬ 
munist expansion. Do you think 
honestly that all the arms we are 
now getting are to be diiected 
against Malaya or Australia ? We 
do not want to be caught defence¬ 
less like you were. If the time 
comes when we have to face an ex¬ 
ternal communist threat, we want to 
ensure that we arc strong enough to 
relist.” 

And from this they go on In their 
opposition to Malaysia as a "British 
appendage” adding that "it is only a 
truly nationalist State that can with¬ 
stand communist or colonial powers, 
not weak-kneed adiustmentg with 
foreign interests.” (Here the criti¬ 
cism is of Malaya’s Tengku Abdul 
Rehman’s multi-racial approach 
which tolerate* the Chinese commu 
nity.) 

The Indonesians, somewhat justi¬ 
fiably. claim they are shrewd opera¬ 
tors in foreign policy. They are 
proud of the fact that they were able 
to tackle forcefully the question of 
people of Chinese origin. And in 
this they advertise how bold they 
were to face up to Peking and deal 
harshly with the problem. fSome 
Indonesian intellectuals sneeringly 


remark that there was, of course, 
the American Fleet which neutra¬ 
lised any physical threat from 
Peking.) 

Dealing with Indonesiaiis 

Indonesians even at top levels do 
not take too much pains to hide 
their contempt for the other 

Colombo Conference nations. If 
at all anyone has the ear of the 
Chinese in Peking and anyone can 
arrange the coming together at the 
conference table of Indian and 

Chinese representatives, it is the 
Indonesians! This is a thesis which 

is also accepted by some 

Indian diplomats. These dipio* 
mats advocate the policy of main¬ 
taining friendship with Indonesia 
at any cost. They say that after 
all, Indonesia is the world’s fifth 
biggest nation with 100 million 
population and the logical succes¬ 
sor to the imperialist power in the 
region. According to these theo¬ 
rists, acceptance of Indonesian sup¬ 
remacy in the region would help 
Djakarta over the years to take an 
anti-Peking stand. 

It would be foolish to assume 
that the emotional outbursts of 
Indonesia from time to time are 
accidental or signs of national im¬ 
maturity as some arm-chair Indian 
civil servants condescendingly re¬ 
mark. Indonesian emotional ex¬ 
plosions are often well-aimed, well- 
timed and purposeful. But Indian 
official and national response to 
Indonesian actions which have 
hurt us have been so Gan- 
dhian as to lead many 
Indonesians I have met to believe 
that India suffers from national 
sloth and that one can, therefore, 
take a lot of Hherties with her. In 
dealing with Indonesia, it is nerves- 
sary to understand the language 
which Djakarta understands 
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My choice of a truck P FARGO of course 



Bhaiya, I have been a truck operator 
long enough to know that there can be 
no two opinions about the super¬ 
iority of Fargo trucks. For instance 
take Axles A Fargo vehicle is fitted 
with Timktn axles now known as 
Rockwell Standard which have a world¬ 
wide reputation These axles have 
great load carrying capacity and 
are absolutely dependable-which 
means a great deal to us truck operators 

There are several other superior features, 
besides Taken together they lead to only one 
conclusion, namely, that the Fargo is a great 
truck. It IS great m hauling power, great in 
endurance, great in earning capacity. You’ll 
make Fargo your truck, too, I am sure. 


FARGO TR^K§^ 


TRUCK 

Manufactured by THB nWMin AUTOMOBIL.BS LIMITED, Bombay 
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Contact your Nearest Dealers 


SISTA'S.PAL noe 
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Thom ' «aneitt' iii\ 

aru's iiploniiMic . row '.ol what 
appemd Vhen indonesiana hanm* 
d sonw French offidala |K>«ted 
err. Becattae dbe Indonesians 
ranted tho French to vacate some 
uildings, all of a sudden, die 
ater and power supply to the 
uildings b^ame irregular. The 
'rench were told that these build- 
igs were old and such things were 
atural. The French did not make 
ny oiiicial protest. But one day 
Iter the Indonesian Ambassador 
1 Paris had gone into his Embassy 
r residence, the road outside the 
ates were dug up for some “public 
orks”. The French were sorry 
>r the inconvenience caused to 
le Indonesian diplomats who 
3uld not take their cars out. The 
»ad in Paris was filled up after the 
rench got back power and water 
i Djakarta. Whether this story is 
ue or apocryphal is immaterial. It 
368 to illustrate the point that 
le effective language for Indone- 
ans not always diplomatic. 

It is not only in official attitudes 
Indonesia that we have been 
?having sheepishly. At the Afro- 
sian Journalists’ Conference, for 
cample., the Indian behaviour (and 
ir that matter the Malayan) 
lowed that we rightly deserve to 
3 cla.saified among the ‘old esta- 
ished order’. (That is in con- 
ast to Soekarno’s definition of the 
ew Emerging Forces). In the 
ce of the humiliating decisions 
“creed by the Indonesians with 
e support of * the Chinese, the 
idians at the conference exhibited 
eir lack of strength to stand up 
' even walk out in disgust. 

There is another basic reason 
hich makes many Indonesians 
ink that Indonesians and Chinese 
immunists are comrades in poverty, 
e throw statistical data in the 
ce of Indonesians to show how 
uch we have progressed as a 
■suit of wise unrevolutionary 
dicies. The Chinese tell the 
idonesians: “We are in the 

me soup, in the same sort of 
fiiculties in trying to develop, 
ie bad big ones, Western and 
ussian, the rich whites pour sneer 
3on sneer as problems overwhelm 
i.” llie Indonesian intellectuals 
ten say that the Indians have de-p 
rted the Asian camp to join the} 
leerers from the West, and the 


and Djfcnrta defitriticBi. 

Or to quote an Indoa^n milb 
tary officer: 

“Your Nehru talks of the graai 
political stability his goveminent of 
conu>.<oiiuse has given your country 
in the past sixteen yeus. What hat 
he done with the stability? How has 
the stability been achieved? 

“You blame us for our craee for 
arming) but now you have found 
that you have to take distroHing 
steps to make up for your earlier 
negligence. What has your stability 
meant? Packing your services with 
men moulded in the tame pattern 
as in the days of colonialism^ 

“Your people talk of your being 
non-aligned. As for me, it is not the 
international political non-aligned 
claims that alone count. Your inter¬ 
nal system it completely aligned to 
the west. After all these years, you 
could find no way except to continue 
with English A very West-aligned 
decision! I don’t know whether the 
solution could be Hindi or something 
else. I don't see any reasons why 
Madras or Gu;surai cannot make do 
with their irgionai languages, if 
Thailand with fewer than thirty 
million people can carry on its ad- 
minigtration m Thai. .. Your leaders 
are full of alignment with foreign 
nations " 

Two Ways of Facing Oiinese 
Among the other Colombo Con¬ 
ference nations in the region, 
Burma is legitimately proud of her 
record of having been the first to 
commit the Chinese to an inter¬ 
national boundary agreement. The 
men in power in Burma do not 
meet foreign journalists freely but 
an editor put the Burmese attitude 
to India as follows: “There were 
two ways of dealing with the 
Chinese. One was to work for a 
compromise solution and the other 
to build up military strength, 
developing the capacity for a mili 
tary solution. India has proved 
herself capable of neither”. 

In Cambodia, Prince Norodom 
Sihanouk, the head of State, wa.s 
frank. My question to him wa.a; 
“Many leaders in Asia seem to 
think that Nehru is no longer non- 
aligned. This was the impression 
I gained on my visits to various 
countries. What is the impression 
of your Highness?” 

Prince Norodom’s answer was: 
“My Indian friends assured me 
while 1 was in India recently, that 
they/ are still non-aligned. I be¬ 
lieve them, I have trust in their 
assertions. I for one do not like 


' 'll '' V'I/*'- " ■" ' 

4it «]!t to sit oh 

(This intorview had an intonant' 
ing sequel. Ihe New China News 
Agency soon afterwards carried n 
report that tin Prince had said 
that his Indian friends assured him 
that India was no longer non> 
aligned!) 

Answering my question, the 
Prince said that the international 
guarantee on Laos had proved un' 
dependable. When I asked him 
why, the Prince replied: “We 
called for an international guaran¬ 
tee on the neutrality of Cambodia 
simply because we wanted to know 
what countries are friendly and 
what countries are not so friendly; 
we do not propose just to trust the 
guarantees”. India is among the 
countries winch have not responded 
to the Pnnee’s call by offering that 
guarantee. 

Some years ago perhaps India 
may have given that guarantee but 
today it is diplomatically impossi* 
hie for India since the I^ince’s call 
is directed against his neighbours, 
Thailand and South Viet Nam. 

The common interest against the 
Chinese has brought Delhi and 
Bangkok a little closer. To quote 
Thanat Khoman, Thailand’s Foreign 
Minister 

“I was the Thai represenuiive m 
Delhi ia the early days after Indian 
independence. Il was only recently 
that I visited ytmr country again. I 
fell that despite our day-to-day rela¬ 
tions, all along India and we were 
in a way estranged. There it a 
greater level of understanding -now 
and I suppose there will be greater 
exchanges at official and other levels”. 

Thanat Khoman also bemoaned: 

“One problem with which I have 
been preoccupied is to put forward 
the idea that Asian nations should 
not be impresied with or absorbed 
by alien notions and idea*- Our 
minds should not be filled with 
foreign notions like capitalism, com¬ 
munism, socialism — political or 
economic doctrinei which came from 
outside the mntinent. We should 
base ourselves on our Asian heritage 
— independence and cooperation. 

“We must remember that many 
centuries ago, even when facilities for 
travel and communication were re¬ 
stricted, we could and did maintain 
useful contacts, we exchanged ideas. 
But with the improvement in com¬ 
munications, we seem to live apart 
from one another because we let our¬ 
selves be influenced by foreign doct¬ 
rines We must build closer solida¬ 
rity, cooperation based on our an¬ 
cient doctrines”. 
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Ikmoenttyt Admn Veniom 

It will be a long time belore the 
Tliai* iotnet the earcaetic remarki 
of our international policy makers 
who laughed at SEATO as an 
arrangeinent between a giant and 
a pigmy. In tlir view of many 
Tliais, it is the folly of Nehru’s 
non-alignment which kept the 
country militarily weak. They 
would respect India more if she 
became militarily stronger. And 
the same strength would appeal to 
Burma and Indonesia also. (The 
reaction of a top leader in Saigon 
to the Indian debacle in NEEA 
was one of shock. “We thought 
that India was about the oiil> 
eoinitry in A«ia which could witli- 
stand the (diinese niilitarv to any 
extent’'.) 

The Thai Pnrne Minister, 
Marshall Sarit Thanarat, explained 
in an interview that the framing of 
ft new constitution and deinocra- 
tisation in his country would be a 
.slow process, “because we do not 
want to imitate any existing con¬ 
stitutions of other nations but to 
evolve one which will be in con¬ 
sonance with the characteristics of 
the Thais and bring about a truly 
democratic framework’’. It is easy 
to dismiss the Thai I’liine Minister’s 
n'niarks with a shrug and a com¬ 
ment that after all that is what 
most of those who took power bv 
force could be expected to say But 
to mv mind some further remarks 
of Marshall Sarit ivere significant. 
.According to him, “In Thailand 
we have been practising some 
Ivfies of democratic methods 
which may not esen exist in other 
countries. Thai soiiety, for exam¬ 
ple. IS a elassless and castele.s.s one. 
We believe that along with rights, 
obligations and duties should also 
exist side bv side" 

When Imlian diplomats or 
travellers like me flaunt our demo¬ 
cracy and the record of three elec¬ 
tions in the face of other Asians, 
one que.stion wlm li haunts me is 
whether oni foiin of ih’inocracv i« 
the uliimatp’ To many other 
Asian.s. the inabilitv of tlie Indian 
leadership to attempt an onslaught 
against the caste system is a despic 
able cnmpioinise with an undenio 
cratie social evil An Tndonesinn 
friend of mine who is a professor 
«t the Ibnversitv of Djaikart.i 
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ke«p« on adkiag me whether an 
election conducted in an orderly 
way once every five yean is all 
that goes to make a system demo¬ 
cratic. What about the total era¬ 
dication of feudali.sin, education op¬ 
portunities for all, freedom from 
alien influences? What is more 
important the political concept 
of democracy or the social and 
economic priorities? 

Our '’Non-Allaaed' Diplomats 

To the Indian diplomat posled 
in South-East Asian stations the 
lack of an overall policy mean.s 
floating anchorless in a stormy M-a 
Few, if any, in the region are pre- 
jiared any more to a<-cept Inilin s 
profession of non-alignment at face 
value. Non-alignment, to our 
diplomats, has perhaps come to 
mean the absence of any policy on 
anything If is amusing to find 
some of them becoming strongly 
convinced quickly of the correct¬ 
ness of the attitudes of the govern- 
nienfs to which they happen to 
have presented their credentials I 
have wondered what would have 
happened if Delhi suddenly switch¬ 
ed its representative in Kuala 
Lumpur to Djakarta and vice-versa 
at the height of the Malaya-lndo- 
ns’sia confrontation’ Or. sent our 
man in Bangkok to Phnompenh 
amid the excitement of the Thai- 
Cambodian ronlioversies’ 

Not that the diplomats posted in 
various ca[>itals are necessarily 
capable of absorbing the nuances 
of the various countries' behaviour. 
General ignorance of local languages 
plaio-tbem at the nieicv of locally 
recruited tianslators It is sicken¬ 
ing ihdl Delhi has not been able to 
find enough Fpenrh-sjieaking dipio 
mats for jwsting in Phnompenh or 
Saigon Sometimes lhe.se diplo¬ 
mats .ne at the inetev of a low 
paid interpreter who picks and 
chooses such of the local Press 
reaction.s as he consideis fit for the 
diplomats to lead. 1 can <ile the 
instance of .1 dramatic develop 
nietif some weeks ago in a soiilli 
Asuui capital which w-is reported 
in a non-Knglish newspaper A 
local airline oRicial with whom 1 
h.id breakfast told me about it and 
gave me the details that had appea'- 
ed HI tile newspajier. When I lele 
phoned an Indian Embassy Ingb- 


up later in the sky, he was hlStes 
fully unaware of wlmt had 
ed. The tranelator had not turned 
up that day! 

The ofliciousnees of the External 
Affairs Ministry set-up also causes 
much heart-bum and many head¬ 
aches to our diplomats. In some 
cases, the diplomats themselves are 
probably responsible for the em¬ 
barrassing faux pas committed in 
Delhi. Tliere have been many 
mstancos of a member of a visiting 
A.sian (felegation feeling insulted, 
because of the breach of protocol 
at a Delhi banquet. 

How to I..o«e Friend* 

Vi.sitiiig Ministers sensitive to 
protocol cannot appreciate the 
'act that the representative of the 
Foreign Ministry who goes to re¬ 
ceive them has only the rank of a 
Minister of .State. China’s Foreign 
Minister makes it a point to go all 
the wav to Canton to receive a 
visiting Minister and lay out the 
red carpet. If the first port of call 
of a Minister visiting India is Cal¬ 
cutta or Bombay, bow properly is 
he received? 

I sympathise with the plight of a 
recent visitor who had in the plane 
made notes on a reply he presumed 
he would have to make to a wel¬ 
come addiess at the airport. On 
landing he found that welcome 
spec-ches were reserved •^or heads of 
State and Prime Ministers! Another 
head of Stale brought a gift to be 
gnen to the Indian Minister in 
waiting who would accompany him 
cm bis long lour of India, to dr-- 
cover later that such eourtesies are 
reserved for a British Queen or an 
American Piesident’ For this 
Asi.in head of Stale. \o 

Tailpwcp Our diplomats nor¬ 
mally go out of the way to be help¬ 
ful to visitors from home provided 
they do not make unieasonable de¬ 
mands, but once in n while one 
doe.s come across specimens of a 
special breed Like one who 
]iioudlv alfirnied his policy: “f 
haw not sought the help ^ any¬ 
body m inv life, and 1 see no point 
in trying to help others”. Woe 
befall any Indian .stranded in the 
ciu whete this diplomat is posted. 



OIL INDU LIMITED 


(A SOiSO Cooperative Enterprise of the Government of India and The Burmah 
Oil Company for Prospecting, Drilling, Production and Transport of Crude 
Oil from Upper Assam to Refineries in Gauhati, Assam and Barauni, Bihar) 


ITATEMENT OF THE CHAIRMAN SHRI KHANOUBHAl 
C. UESAI, M.P., TO THE SHAREHOLDERS ON THE Od 
lASION OF THE FOURTH ANNUAL GENERAL MEETING 
)F THE COMPANY HELD ON FRIDAY, 2lST JUNE 1963, 
iT DULIAJAN, UPPER ASSAM. 

.tNTLEMEN : I have pleasure in presenting to you the 
leport of the Directors, and the Annual Accounts of 
he Company for the year 1962 Owing to certain les- 
nctions imposed under the emergency, I regret that 
t has not been possible to circulate these Reports as 
i.sual. 



■ENERAL ; The past year has been a most eventful one 
foi our < oiintry due to the Chinese 
aggression and then attacks on our 
NEFA border in October. This event 
has had its repercussions, both directly 
and indirectly on Oil India Our oil- 

_ fields aie situated in the North-East 

corner of Assam. At the height of the 
•mergency last yeai it became necessary to make ar- 
•angements for evacuation of the families of our per- 
onnel from the oilfields I am glad to say that tJiis 
\as done .smoothly and efficiently and within the shoit- 
■st possible time. Subsequently, it has been possible 
o allow the familie.s to return lo thcii homes. Oui 
taff, however, stuck to their posts through the period, 
md carried on with the motto “business as usual”. I 
vould like to pay here my tribute to the staff — labour, 
lerical and executive for the spirit of constancy they 
liowi-d throughout 

Security precautions due to the emergency required, 
lowever. a certain diversion of our resources, and this 
las resulted in some slowing down of operations and 
if our construction works 


In a wider sphere the ('hinese Aggression has high- 
ighted the need to maximise our production of petio- 
f urn products both to save foreign exchange and as a 
.'ital necessity of our defence effort. As far as tlie 
Eastern area is concerned, steps are being taken bv the 
Government of India to expand the capacity of Barauni 
ind Gauhati Refineries by 1966 so that the total pro- 
luction of refined products in this area including also 
he Digboi Refinery could he increa.sed to over 
mllion ton.s. Naturally Oil India would have to make 
very effort to increase the production potential of 
•rude oil both in our existing oilfields as well as in the 
lew areas for which we have been granted exploration 
icences in order to meet as ipuch as possible of these 
ncreased requirements The Oil and Natural Gas 
Commission will be making a similar effort in their own 
ireas in Assam. 

I would now like to refer particular]! to some of the 
ighlights which marked mir activities during the 


ROYALTY & EXFLpRATioN : I am happy to say that the 
dispute regarding Royalty has been 
satisfactorily settled with the Prime 
Minister’s award last November, which 
fixed this at a rate of Rs. 7.50 per ton 
and Oil India is now paying royalty 
on this basis. Soon after, we also ob¬ 
tained our prospecting licence for 1291 
sq. miles in Area ‘A’. Another application for explora¬ 
tion licence of 595 sq. miles is now pending before the 
authorities concerned. Arrangements for starting a 
seismic survey in the former area were taken in hand 
immediately, but this had to lie postponed due to the 
Emergency. However, early in 1963, we decided lo 
sp»*ed up the survey work and for this purpose, we were 
fortunate m obtaining the services of a seismic team 
from the Oil & Natural Gas Commission. The seismic 
'urvey started in March, 1963 and a considerable 
amount of work has already been done. Needless to 
say in the light of the latest requirements, these opera¬ 
tions including drilling of test wells will have to be 
carried out on the most intensive scale possible and this 
question is now engaging the Management's attention. 
I would like here to expicss my thanks to the Oil & 
Natural (ia'- Commission and the Ministry of Mines & 
Fuel for their assrstance in making this survey party 
available and also express our appieciation of the 
very good work done hy the seismic team in this rela¬ 
tively short period 

oiLFiEU) OPERATION.S : Last year, 25 wells were drilled 
of which 19 were oil producers, 2 dry 
and 4 await further testing. Our pi-o- 
gress in drilling was somewhat delay¬ 
ed, partly because of troubles in land 
acquisition during the middle of the 
year and later on with the slowing 
down of certain operations necessitated 
hy the emergency. Owing largely to the a,s.si«tance and 
looperation given to us hy the Assam Government and 
the local authorities, we were able to overcome the 
difficulties ill regard lo land acquisition and the work 
IS now going on unhampered. 

Oil India can claim credit for two “first*” in out 
drilling programme. Recently w'e adopted the new 
technique of “Dual Completion” which would enable 
simultaneous production from two horizons m the same 
well This is still more or less in an experimental 
s,tagr though we have successfully drilled one dual well 
and the second one is in progress. Another new tech¬ 
nique which OIL adopted is directional (deviated) dnl- 
ling in order to tap oil resources under the bed of the 
Biirhi Dihing river; and up to date we have siiccess- 
fiillv completed three wells through thi.s method. This 
is the first time these technique® in oil drilling are being 
•■mnloved in India 








aiut>K CONomoMiNc PUNT f Anotlwr major acliicW 
ftutnl of tKi» year was the completion of the Cn^ 
Conditioning Flam in Nahorkatiya, the first one of til 
kind in any part of the world. The plant has been 
brought into commission from February, 1963, and 
(ondltionrd crude i<* now bring supplied to the Gauhati 
Refinery. A similar plant is under ccmstruction in 
Moran. 

PireuNcs ; The 16 ” sector of our pipeline was put 
into commiMion in March, 1962, and 
■ A t has been supplying crude continuously 
to the Gauhati Refinery. I am glad to 
say that the 14” sector is also now 
ready for commissioning with the com- 
■ pletion of hydraulic testing in Fehni- 
aiy. 1963. Actually this testing would 
have hren complrted even earlier, but was delayed due 
to a numhcr of pipe failures which had to be rectified. 

J2<> mile long pipeline connecting the oilfields 
ill A^horkiitiya and Moran with the Government Re- 
fineries is now ready and supplies to the Barauni Re¬ 
finery can start as soon as required. The final tele-com- 
munication facilities are expected to be completed by 
October, 196.'1, but sufficient facilities have been install¬ 
ed already to enable the pipeline to be commissioned 
and operated manually The Bnrmah Oil Company 
(Pipe lines) Limited, which superintended the design 
and construction of the work and the contractors who 
participated in this effort deserve to be congratulated 
on a difficult job well done. 

riNANCE ; In the financial sphere the outstanding event 
was the fioatatioii of our Rs. 30 croies 
debenture issue to finance the rupee 
pipeline. This is the largest 
"*j( V* debenture stock so far put on 

^ fndian Market and I would like 

to take this opportunity of placing on 
record our deep aoprcciation for the 
een interest and invaluable guidance given bv the 
Reserve Bank of India and the State Bank of India in 
making this debenture issue a success. In addition I 
wmild also like to thank all the many other financial 
and banking instihitions who also gave assistance in 
the issue. 


f' , i: ' \ ' 

A Wresponding curtailment in mr Ml«a 
tin total being only 5,50,000 tons. Ow ttfiit Costa of 
. production excluding drilling and derBiopomit coots 
have improved, the figures being Rs 8/- per ton in 1962 
as compared to Rs. 13/- per ton in 1961. On the other 
h^d with the commissioning of the first stage of our 
pipeline and the creation of further assets in our oil¬ 
fields, we have to make a much larger provision for 
depreciation than last year. After taking into account 
the price adjustment under the Second Supplemental 
Agreement, providing for full depreciation for assessed 
properties and transferring last year's suiplus to the 
profit and loss account, we have recommended a final 
dividend of Rs. 90/- per share for the year 1962. An 
interim dividend of Rs. 40/- was declared and paid in 
December 1962, and the remaining Rs. 50/- is now 
being paid. The net return on equity i^for 1962 will 
Uius be 65% after deducting dividend tax. 

CAS : A Special Sub-Committee set up for this purpose, 
with the representatives of the Assam 
Government has made a study of the 
prohlrms connected with the produc- 
#•,(}/A|l\w, tion and supply o'' gas from our oil- 

^''V'wy^'i/i to potential consumers and has 

■'..'V' '. made certain terommendations which 
are now being considered by your 
Board, ll is expected, however, that the actual demand 
for gas will only develop in about 2 years time when 
the State Llectnrity Supply Board, and the Fertilizer 
Factoiy at Namnip commence production, along with 
the development of other industries in this area Mean¬ 
while we have begun to supply gas requirements to 
some of the surioiindmg tea gardens in Assam and we 
are also continuing to sell our ga‘> to meet the require¬ 
ments of the Assam Oil Company, 


Board. 


A second major event related to the conversion of 
our Sterling overdraft of £ 10 million with the Bank of 
Scotland to a medium term loan. Arrangements have 
now hren finalised for raising these funds partly by loan 

j '*’**'**'**®”s> ®nd partly by debentures 

floated in London by The Burmah Oil Company Limit¬ 
ed, and this amount will now be granted as a direct 
loan from the Bank of Scotland to Oil India repayable 
over a fwriod of 15 years. 

I should like to refer briefly to oui Profit and Uss 

!^.hT \ recurrent 

troubles m the Refinery the offtake of crude by Gau¬ 
hati was mucli less than anticipated. The commission- 
ing of Barauni Refinery has also been delayed and it 
W now expected that the first stage will go on stream 
only m October-December, 1963. The result has been 


STAtf : The year 1962 was the first year in which 
Oil India directly employed its own 
'•faff and became a distinct and sepa- 
*‘‘*‘*‘ 'irganisauon, As from January Isl 
1962, We hatl taken on our own pay 
rolls all the slulT required who weie 
hitherto employees of the Assam Oil 
Company Limited although the Assam 
Oil Company will continue to render certain residuary 
services under a new services agreement which lire have 
concluded with them. As you would gather from what 
I have aaid, the year has been marked for Oil India by 
some notable achievements and I would like to record 
here my appreciation to all the staff for the loyal servi¬ 
ces rendered and the good work done by all the em¬ 
ployees of the Company, during the year. I would also 
like to thank my colleagues in the Boaid for their active 
awistance and cooperation on all occasions. In parti¬ 
cular I would like to mention Mr. I C. Finlay, Manag¬ 
ing Director and Shri P. Govin/an Nair, FinancS 
Director, who have worked most closely together to 
make thw year a successful year for Oil India. Limited. 

ih M opportunity of expressing my thanks to 

the Ministry of Mines & Fuel and the Government of 
Assam for their valuable assistance. 
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Rethinking on Aid 

There has been, in recent yeetrs, a great deal of heart-searching on the form that aid for deotdo^ 
meat should take. 

Should it be in grants or loans, and should loans he hard or soft? 

Should aid be provided on a bUatend or a multilateral basis? And should it bt provided by Gov¬ 
ernment organisations or private agencies? 

Should aid be tied in any form, either to imports from the aid-giving countries or to specific pro¬ 
jects in the recipient countries? 

A brief assessment of the developing attitudes on these questions is attempted bdow. 


'J'HE growing gap between the 

rich and poor countries of the 
world has led to a serious reassess¬ 
ment of the whole problem of aid. 
Though a certain measure of aid 
has been channelled into the deve¬ 
loping countries during the last 
fifteen years, this has had little 
impact in reducing the pap, and 
falling commodity prices have more 
than cancelled the benefits of this 
aid to the foreign exchange re¬ 
serves of the less developed coun¬ 
tries. Apart from the fact that — 
publicly at least — the conscience 
of mankind is no longer prepared 
to tolerate the great and growing 
differences between the industria¬ 
lized and the developing countries, 
it is also recognised that in the final 
analysis the prosperity of the richer 
countries depends upon the pro¬ 
sperity of the primary producing 
countries. Declining export earnings 
inhibit the lapacity of these coun¬ 
tries to import from the developed 
countries, and this, in turn, has 
serious repercussions on the econo¬ 
my of the industrialized nations of 
the world, who, through modern 
methods of production, have an 
exportable surplus of the type ' of 
capita! equipment required to raise 
the living standards of the less 
developed areas. 

To Win Friends or Help 
Development? 

Therefore, added to the philan¬ 
thropic consideratioija, there arc 
sound economic reasons for mak¬ 
ing the aid that is provided more 
effective, and there. is little doubt 
that so far, despite good intentions^ 
this aim has not been achieved. 

In the immediate post-war period, 
the Americans, who then had no 
balance of payments problem, 
poured money out indiscriminately 


for political purposes, in order “to 
win friends gnd influence people". 
However, since many of the areas 
to which this aid was channelled 
had no proper development plans, 
the money was spent on consumer 
goods — particularly flashy Ameri¬ 
can cars — and littk impact was 
made on the economic problems of 
the countries to which this aid was 
channelled. The American tax 
payer bitterly resented the drain 
to these countries which showed no 
tangible return, while smaller 
quantities of aid, more strategically 
placed and offered on better terms 
by Russia, seemed to have more 
propaganda effects. 

On GtntinitinK Basis 

Another important point that has 
now been realised is that aid can 
no longer be considered on an 
ad-hoc, short-term basis — the 
European Recovery Programme 
(the Marshall Plan) which was 
launched in 194S was only a stop¬ 
gap measure to get Europe on its 
feet again. It was designed to be 
winded up after four years and the 
aid wa.s justified on the ground 
that a grant of this nature would 
spare the burden of servicing foreign 
debts and help to restore the inter¬ 
national monetary system by end¬ 
ing the dollar shortage, and in this 
way provide Europe with the neces¬ 
sary foreign exchange to import 
American goods Short-term aid 
of this type, however, is not appro¬ 
priate for the developing rountries 
of the world because there is a long 
haul ahead before these countries 
can reach the period of “take-off” 
and become self-sufficient. And this 
is now well recognised. 

Aid. therefore, must be on a 
larger scale and on a continuing 
basis for quite a long time ahead. 


Thus the old idea of foreign aid as 
a temporary measure with emphatn 
on short-run objectives has been 
largely given up and financial aid 
is now seen by most of the lending 
countries as long-term aid to 
recipient countries for their long¬ 
term development plans. If it is 
to be effective, it must be dove¬ 
tailed into the development plans 
of the countries concerned, and a 
great deal more discretion must be 
exercised about the type of expendi¬ 
ture for which these loans are 
intended. The Mansfield Report 
produced earlier this year by a 
bipartisan Senate group headed by 
the Democratic Senator Mansfield, 
urged the U S to reconsider its 
South East Asia aid programme 
and to make a thorough reassetM- 
ment of security needs in that area. 
It points out that since 1950, $5,000 
million has been poured into 
South East Asia, hut the results 
cannot be valued at one-tenth of 
this sum It suggests that no new 
countries should be added to the 
list of recipients and that the aid 
should not be expanded 

There has. been, in recent years, 
a great deal of heart searching on 
the form that aid should take. 
Should it be in grants or loans, and 
should loans be hard or soft? 
Should aid he provided on a 
bilateral or multilateral basis? 
Should it be provided by Govern¬ 
ment organisations or private 
agencies? Should ,aid be tied in 
any form, either to exports from 
the countries concerned or to parti¬ 
cular projects In the recipient 
countries ? 

A brief assessment of the atti¬ 
tudes that are developing on these 
points are listed below. 
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Most «id‘giy^ countries furo^ 
vide aid both in tbe form of 
and loans. U S A, the hUKeet sinc^^ 
supplier of aid, originally favouiM 
grants, but has now shifted over to 
Joans in order to meat the persistent 
criticism of American ta:q>ayer8 
who believe that loans are a much 
more businesslike proposition. 
However, the growing recognition 
of the need for easier terms of re¬ 
payment has led to a greater em¬ 
phasis on soft, rather than hard 
loans. 

Approximately half of U K’s 
total aid is in the form of granU, 
and such loans as it makes, are 
made on strictly commercial terms 
which cover U K’s own borrowing 
costs. The typical British aid on 
a loan basis is for approximately 
25 years with repayment beginning 
in the eighth year. Interest rates 
range from 4 1/8 per cent for a 
one year loan to 6 per cent for 15 
to 30 years loans. (This includes 
} per cent management charge). 

Countries like Belgium, Canada, 
the Netherlands and France, 
channel their aid mainly in the 
form of grants or similar contribu¬ 
tions. France extends loans with 
low rales of interest and very long 
repayment periods, mainly to coun¬ 
tries with which it has had Itmg 
historical association. On the other 
hand, countries like West Germainy, 
Italy, Japan and Portugal provide 
most of their aid in the form of 
loans — usually on strictly com¬ 
mercial terms. 

There is reason to be increasingly 
concerned about die terms on 
which aid is being provided. It is 
extremely doubtful whether many 
less developed countries can con¬ 
tinue to absorb increasing amounts 
of external capital on present terms, 
without running into serious diffi¬ 
culties in meeting their debt obli¬ 
gations. 

Lenders of Soft Loans 

The Development Assistance Com¬ 
mittee of the OECD (which grew 
out of the Organisation for Euro¬ 
pean Economic Cooperation i** 
1961 and was a token of the ^w- 
ing interest in providing inter¬ 
national economic co-operation) in 
its resolution on the Common Aid 
Effort adapted in March, 1961, 
calk not only for more aid to deve- 


lopt^ countries, hut for iaoreased 
assistance in the form of grants or 
loans on favourable terms. 

In broad terms, it has been esti¬ 
mated that for leas developed coun¬ 
tries as group, the volume of exter¬ 
nal public debt (and the annual 
servicing of this debt by way of 
interest and rqiayment of principal) 
has more than doubled in the period 
1955 to 1961. An increasing num¬ 
ber of develc^ing countries are 
entering a peri^ where the annual 
payments in respect of debt servicing 
are likely to absorb quite a high 
proportion (sometimes substan¬ 
tially more than lO per cent) of 
their export earnings. The pro¬ 
blem is that many projects are slow 
yielding, and debt servicing falls 
due for repayment before additional 
foreign currency can be earned or 
saved. This is because loans are 
for short periods and carry sub¬ 
stantial interest rates. There arc 
also budget problems for the re¬ 
cipient countries. When large 
sums have to be found each year 
for servicing debts, it is particularly 
haixl to further sequeese the already 
low levels of consumption to pro¬ 
vide for debt servicing in addition 
to new capital investment 

IDA and Soviet* 

The growing recognition of the 
need for organisations which could 
lend to the developing countries on 
easier terms than that provided by 
the World Bank led, at the end of 
1960, to the establishment of the 
International Development Associa¬ 
tion which was set up as an affiliate 
of the World Bank. Unlike the 
World Bank which finances deve¬ 
lopment on a strictly business basis, 
charging the ruling interest rates 
which fluctuate in accordance with 
changes in the cost of money in 
world capital markets, (and which, 
incidentally, impose too great a 
burden of repayment on the reci¬ 
pient countries), the IDA pro¬ 
vides “soft” loans — i e loans 
which, although repayable in 
dollars, are for a very long term 
with no interest and only a small 
service charge. Loans from the 
Soviet Union to the developing 
countries, which started in 1954. 
were on terms which these coun¬ 
tries considered very favourable as 
compared with the commercial type 
loans they were receiving from 
other aid-givers. 


To b^in wHb, Rustiut tatha Of 
interest wore low — mainly between 
2 and 2i per cent; periods of 
repayment were fairly long, and 
payment was accepted in the reci- 
pienl country’s own currency. This 
Iwt / was particularly welcome, 
since shortage of foreign exchange 
is one of the nnain problems afl'ect- 
ing the devei^ing countries. In 
addition, the Kusaians were also 
prepared to accept repayment in 
the form of commodities. These 
new terms naturally led to a re¬ 
assessment on the part of other aid¬ 
giving countries. 

RcaaseMment by U S 

In America in 1957, the Deve¬ 
lopment Loan Fund was set up to 
extend loans in dollars, repayable 
m whole or in part in the borru* 
wer’s own currency. As a part of 
the process of reducing the multi¬ 
plicity of loan-giving organisations, 
the Americans decided, in 1961, 
to streamline their aid programmes. 
The Development Loan Fund and 
other U S agencies were accordingly 
replaced by the Agency for Inter¬ 
national Development (AID). This 
organisation provides loans which 
extend over 40 years, with no inte¬ 
rest save a | per cent annual set 
vice charge; repayment begins after 
10 years. 

Anodier American aid-giviiig 
organisation is the Inter-American 
Development Bank which startesd 
in I960. This organisation pro¬ 
vides three types of loans. First, 
strictly commercial loans on terms 
similar to those offered by the 
World Bank and the Export-lmiiort 
Bank. Second, loans at lower rates 
and for longer maturities, repay¬ 
able in currencies loaned, or some¬ 
times in the borrower’s own cur¬ 
rency. The third type of loan is 
made where the Ba^ handles a 
Trust Fund managed foi the U S 
Government under the Alliance for 
Progress. These loans are made 
for social overhead projects on 
very tow rates of interest and ion^ 
maturities, repayable in the 
borrower’s own currency. 

Supplier*’ Credits 

So grave is the foreign exchange 
situation of the majority of deve¬ 
loping countries that in order to 
encourage exports of capital goods 
from their own countries, many 
industrialized countries have initiat- 
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ed wlut . cre known aO suppliers' 
credits, to finance exports from the 
developed countries. These crediu 
give rise to a number of special 
problems. They cany ,commercial 
rates of interest and usually the 
repayment has to be made in from 
one to five years (sometimes sup¬ 
pliers’ credits are given for more 
than five years for certain types of 
capital equipment such as aircraft). 
The servicing of these credits is a 
heavy burden and data recently 
collected by the OECD go to 
show that the amount of these cre¬ 
dits has been increasing steadily. 

In one way, these credits fulfil 
an essential function by helping the 
less developed countries to obtain 
needed imports of equipment and 
capital goods without paying cash, 
but It has been found that they 
have sometimes been used to finance 
projects which ought to have been 
financed over much longer periods 
and on easier terms. However, 
rather than defer a project until 
easier terms can be obtained, it is 
not surprising that developing 
countries have turned to these sup¬ 
pliers’ credits, but if this goes too 
far, the debt servicing burden may 
become impossibly heavy. 

Progress towards EaNer Terms 

Figures published by the OECD 
relating to 1961 (the latest avail¬ 
able), show what progress has been 
made towards easier loan terms for 
the developing countiies. In this 
year, 60 per cent of the bilateral 
aid was in the form of grants and 
grant-like contributions These, of 
course, included the large sums 
made available by the U S in the 
form of loans repayable in the 
recipient’s currencies and the trans 
fer of resources under U S Public 
Law 4S0 through sales of surplus 
agricultural commodities against 
payment in domestic currency. 
Again, periods of repayment have 
been lengthening over recent years. 
In 1961, about one-fifth of all 
bilateral loans were for maturities 
of more than 30 years while only a 
few years ago, the proportion of 
such loans was negligible. 

Another move that is taking 
place is to persuade aid-giving 
countries to reduce the differences 
in the terms they offer to the 
developing countries. Some donew 
countries allow a grace period of 
perhaps five or ten years before 


n^yment, even of iaMiMt. iNtgiitt- 
In others, interest rates, bcHUrsng -no 
relationship to coaunercial rates, 
are as low as 0.7S per qent. on 
maturities of up to 40 years. (Many 
American loans offer these facili¬ 
ties). That some industrial coun¬ 
tries chained hi^er rates of inte¬ 
rest than others, was causing illwill 
on both sides. Countries givii^ 
soft loans suspected they were real¬ 
ly financing the harder loans of 
others, who felt, in their turn, that 
soft loan countries were adopting 
an unfair practice in internadonal 
trade. 

In the Development Assistance 
Committee (0 E E C) meeting held 
in April this year, parity of terms 
of loan was strongly urged and 
countries like Britain and Germany 
were asked to liberalize their terms 
of lending in order to bring them 
nearer to those offered by other 
members of the group. At present, 
both U K and Germany charge 
interest rates on their development 
loans at rates corresponding to 
the borrowing costs of their Govern¬ 
ments. Italy and Japan were also 
criticised foi the hard terms they 
charged but less sharply, because 
the income per head of their pop 
ulation is very low in comparison 
with that of most members and 
their domestic investment needs 
correspondingly greater. So they 
may not he able to offer such easy 
terms as the others. It wa.s sug¬ 
gested that the move to bring the 
loan.s terms nearer to parity should 
be extended both to individual aid 
programmes and to concerted aid 
operations by various financial con¬ 
sortia and similar groups. 

Figures for 1961 show that of 
the loans provided by D A C coun¬ 
tries, 18 per cent were at interest 
rates of 2 per cent or less; 7 per 
cent were between 2 and 4 per I'enl, 
50 per cent were between 4 and 
6 per cent and 20 per cent were 
above 6 per cent. 

Tied Lomu 

From the point of view of deve¬ 
loping countries, tied loans, quite 
obviously, are not popular. what 
these countries would like to do is 
to use the loans to buy in the 
cheapest market. However, a 
number of thorny problems arise 
since, with increasing balance of 
payments diiiiculties for the lend¬ 
ing countries, the latter are 


Anxioini to «ie any loam 
to exiiorta from tkoir own oouu* 
trim. Ompito this, however, the 
general comemus of opinion at the 
UECD ia that development aid 
should not be tied to the donor 
country, except in special circum¬ 
stances, It was noted that while 
nearly all multilateral develop¬ 
ment finance is untied, the major 
proportion of bilateral aid is tied. 
The Administrator of the U S Agency 
for International Development point¬ 
ed out that the American policy of 
tied loans was a temporary measuie 
necessitated by the balance of pay¬ 
ments situation. 

From the recipient’s point of view, 
however, much more onerous and 
frustrating is the aid which is tied 
to a particular project. It ia frustra^ 
ing because the developing countries 
suffer from shortage of foreign ex¬ 
change. To have available foreign 
exchange which they cannot apply 
to general imports which are need¬ 
ed to keep the already established 
industries going is like starving in 
the midst of plenty. Yet because 
tliese funds are earmarked for parti¬ 
cular projects, they cannot be used 
and the projects may take some 
time to develop ! Thus arises the 
phenomenon of accumulating un¬ 
utilised aid side by side with idle 
capacity in industry. 

The need for countries like India 
to have loans that are not tied to 
any particular project was stressed 
in the recent report by the Federa¬ 
tion of British Industries which 
Migge.sted that more British aid 
should go to maintenance imports, 
increasing the eJficiency of existing 
plant. In the latest Aid to India 
Gonsortiuro offer, the bulk of the 
British commitment, i e, $ 6.3 mil¬ 
lion out of a total of $ 84 million, 
will be genetal purpose aid, availa¬ 
ble for maintenance imports, as 
distinct from money tied to specific 
projects. This is a substantially 
higher proportion of non-project aid 
than the other major contributors 
have felt able to give. U S which 
gives by far the easiest loan terms, 
has, in the past, provided about half 
its commitments in nOn-project aid. 

Government or Private Aid 

In the earlier period of thinking 
on the subject, the general idea was 
that aid should be provided through, 
private investments institutions. 
When U S embarked on President 



TViunan*! Paitit Pour Pl'ogranime of 
tdcbi^i •Mistance, to le» develop' 

“ ed nations in 1949, the Administra¬ 
tion did not advocate Goverrnnent 
grants. It was assumed that the job 
could be done with private capital, 
with such loans os would hr availa¬ 
ble frran the World Bant and tlie 
Export-Import Bank on commercial 
terms. Indeed, up to 1957, the Ex- 
port-lm|}ort Bank continued to be 
the principal U S agency for finan¬ 
cing selected investment projects 
abroad. Since then, however, the 
Agency for International Develop¬ 
ment has been set up. Efforts to 
promote the investment of private 
capital abroad continue, and both 
the World Bank and the OECD 
are trying to draw up a charter of 
terms which the developing coun¬ 
tries can offer to attract foreign 
private investment, in order to in¬ 
crease their foieign exchange 
resources. 

In April, the President of the 
World Bank said : “I have no doubt 
that the flow of private capital to i 
the less developed would increase ( 
greatly if the private investor could | 
be persuaded to overcome his pre- : 
sent fears that, in many of these i 
countries, his investment may be 
threatened by expropriation without .. 
fair compensation or by other arbi- 
tary action by the host Govern- i 
ment”. A system of multilateral ] 
investment guarantees is being studi- \ 
ed by the Development Assistance ( 
Committee. A fresh blow to defend j 
the rights of private investors has j 
been struck by the Clay Committee j 
Report which has urged the U S - 
Oovernment not to giant aid to 
Governments abroad to develop in- j 
dustries in the public sector where ^ 
it is possible foi such development 
to take place in the private sector. ^ 
The Americans object, on principle, ^ 
to taxing their private enterprise to -] 
subsidize foreign public enterprise. 

Trade and Aid 

The awareneas is, at last, grow¬ 
ing that although the piovision of 
foreign aid will continue to be 
necessary for a considerable period 
ahead, trade with the developing 
'll countries plays no less an irajKirl- 
,ailt part, what is urgently required 
^ stow is trade and aid, if trade, not 
‘vjli ftid, is ever to become a possibility 
ii In, order that developing countries 
supplement their scant foreign 


.v- ^ 

U. Jf, 


exchange earnings, the industrialized 
countries, must apon their doors 
wide to exports from them, particu¬ 
larly exports <4 manufactured goods, 
since with increased production and 
growing substitution by synthetics, 
primary commodities they had been 
exporting in the ]>ast can¬ 
not earn sufficient foreign 
exchange for them. Althougli 
there is a recognition of this need, 
it IS by no means easy to persuade 
the industrialized countries to take 
more than minimal steps in this 
direction, because of the dislocation 
that freer imports of manufactures 
will cause to theii own traditional 
industries, particularly textiles. The 
point, however, was made in a very 
forthright manner by the develop¬ 
ing countries at the last GATT 
Conference and it is bound to be 
raised again at the World Trade 
Conference to be held early next 
year. 

In 1961, the 10 D A C countries 
(Norway became the llth country 
in 1962) contributed 8 7 billion 
dollars to developing countries com¬ 
pared with an annual averagi' of 
3.5 billion in 1950-55 and 7 billion 
in 1956-59. 

(MUUon U .S $) 



Official 

Private 

Tom I 

USA 

3,414 

1,218 

4.632 

France 

932 7 

459.8 

1,412 5 

U K 

445 0 

406.0 

851 

Germany 

573.6 

222.0 

795 6 

Japan 

231.6 

147 6 

379.2 

Italy 

68.2 

167.8 

236.0 

Netherlands 

69.0 

152 0 

221.0 



The U S Agency for International 
Development (AID) reports that 
during the fi.scal year ended June 
30, 1962, the U S spent a total of 
$ 5.084m ( 1,815m) on foreign 
eeonomic assistance progiamme'-. 
The total was made up as follows : 

(1) S 1,563m, on ‘Food for 
Peace’ commodities, (31 per 
cent of the aid programme). 

(2) 12,508m, through the Agency 
for International Develop¬ 
ment. 

(3) S584m, through the Export 
Import Bank. 

(4) S224m, Social progress trusi 
fund loan 

(5) fllOm, Inter-American Deve¬ 
lopment Bank. 
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(6) S62m, Internttioasi 
lopment Asaod«t»n. 

(7) 830m. Peace Corps. 

Of all U S foreign economic aid 
in the fiscal year 1962, 56 per eent 
was in the form of loans. This 
peA'entage is higher than in the 
two previous years when it was 50 
in 1961 and 42 in 1960. Agritoil- 
tural products accounted for 30 pec 
cent or more of aid expenditure 
for the third successive year in 
1962. 

No exact figures are available, 
liul the agency for International 
Development estimates that since 
1945, the Soviet Union has spent 
between t4500m and £5,000m on 
aid to socialist countries and the 
newly-independent countries in the 
under-developed world. According 
to A 1 D some £2,500m in credits 
and grants has been made to deve¬ 
loping countries by the Sino/Soviet 
Bloc as a whole since 1955. Russia 
has provided about 70 per cent of 
this, Commiijust China about 8 per 
cent and the Eastern European Com¬ 
munist countries the rest, 

India has been one of the prin¬ 
cipal recepients of Soviet aid; 
Indonesia, tlie United Arab Repub 
l^c. Afghanistan, Iraq, Ethiopia 
Guinea and Ghana are the other 
major recipients, apart from Cuba. 
At present, the Soviet Bloc is help- 
mg to develop nearly 900 indust¬ 
rial and other projects, under con- 
.stniction, or planned, in countries 
111 Africa Asia and Latin America 


?rbc Cconomk UCleeftl? 

Foreign Subscription Rate 

Due to increase in foreign 
postal rates it has been found 
necessary to revise our foreign 
subscription rate. With effect 
from July 1963, the annual 
foreign subscription will be 
Rs 34, 50s or $ 7. 

A Fernandes 
Business Manager 



Kennedy Abroad 

Tlie me tidnf' Preiident Kennedy — like the Russians — is afraid of is the Germans gping their own 
way M manufacturing nuclear weapons. The Germans are technicsUly capable of marmfaeturmg ^tem : Osey 
have the cash and the hardware. Their membership of N A TO and their dependence on America have so 
far prevented them from going it alone. But how tong ? 

A younger generation of Germans is getting restive. This getteradon is w^Rng to cooperate with the 
French in rnaking nuclear weapons. Only three weeks after Kennedy tejS* &»»pe « German Minister was 
saying that "only a European nuclear force would be equal to the Ameriean and Russian atomie potentials 
and would stand on a firm basis’'. 

Kennedy no doubt had anticipated this. His answer was to try to bind the Germans closer to the Atlan¬ 
tic Alliance, by seemingly making concessions, and drawing from them allegiance to the Alliance. 


I^OW tbat President Kennedy’s 
hurricane visit to Western 
Europe is over and the streets in 
West Berlin have been swept clean, 
it is left to ask what has been achiev¬ 
ed by the leader of the New Frontier 
in his bam-storming. tang before 
the President left for Europe serious 
papers all over United States were 
Mklng what earthly purpose Ken¬ 
nedy Could serve by making his trip. 
Leading commentators like Walter 
Lippmann did not hesitate to con 
demn the proposed trip as ill-advised 
Their ground for condemnation 
was as plain as it could be. In the 
first place, a civil rights battle was 
on at home and the Negroes clearly 
were on the war-path. The Presiden 
ttal hand was needed at the White 
House and the country was desper¬ 
ately waiting for guidance from the 
top. In the second place, in almost 
every country that Kennedy was 
scheduled to visit, the governments 
were on the verge of collapse, had 
already collapsed or were due for 
major repair. Ireland, it was true, 
had a stable government. But Ken¬ 
nedy was not going to Cork to dis¬ 
cuss a multinational nuclear force 
with Mr De Valera, In West Ger 
many. Chancellor Adenauer was 
slated to retire in the autumn leav¬ 
ing the field open to his colleague 
Elconomlcs Minister Or Erhard. In 
Britain, the country was still echo¬ 
ing with the thunder from the courts 
and the penny press over the Keeler- 
Profumo affair. In Italy, at the time 
of Kennedy's departure, there was 
neither government, nor even a Pope 
installed. Uppmann, no waster of 
words, was within reason In aaklng 
tala dlsringulBhad friend to deeiet from 


making his flight. He ml|^t right¬ 
ly have asked, as indeed he did. Whe¬ 
ther this trip was really necessary. 

Whatever Kennedy’s reasons for 
brushing the advice of one and all, 
he stuck to his schedule. It has been 
said since then, that if nothing else, 
the President has had an opportunity 
to see for himself, at first hand, the 
conditions in West Blurope at the 
very beginning of new reigns In 
Germany, he took the opportunity 
to have a quiet tete-e-tete with 
Erhard. He also Ustened to Berlin’s 
Governing Burgomelster Willy 
Brandt—^separately. In Italy he call¬ 
ed on the new Pope And he also had 
talks with government leaders 

Diviuon of Cierniany i “No 
Immediate Solution*’ 

But it was not Italy that mattered; 
It was Germany Where did this divid¬ 
ed country stfuid as the United States 
was on the verge of conciliation with 
the Soviet Union? What was It that 
it wanted and what was It that It was 
willing to give In return? What did 
the United States expect of West 
Germany and what was the price 
that Washington was prepared to 
pay for it? ’These questions naturally 
arose as Kennedy’s plane landed at 
Wahn airport on June 23 

The pitch was queered almost from 
the very beginning In his welcome 
speech at the airport. Chancellor 
Adenauer stated clearly what was 
worrying him He reminded the youth¬ 
ful Preeldent that his visit to West 
Germany was a political act. And 
then he added: 

"On the 10th of June, you stated 

before the American University IQ 


WaAlngton that the United States 
of America stood by its commit¬ 
ments to defend western Europe 
and West Berlin In the same 
speech, you said. Mr Piosident, that 
the United States would make so 
deal with the Soviet Union at the 
expense other nations and other 
peoples. Vou said too, Mr Presi¬ 
dent, that not only did America's 
Interests converge with those of 
Its allies, but that there was also 
an identity of purpose and objec¬ 
tives. Could there have been any 
better way for you to demonstrate 
such determination than by visit¬ 
ing the Federal Republic and other 
countries In Western Europe, than 
by paying a visit to West Beriln”? 
What Chancellor Adenauer was 
saying In fact was that Kennedy 
snould clearly declare, once again, 
at the very start of his trip, that 
the United States would make no 
deal with the So\'let Union that 
would imply recognition of East Ger¬ 
many, or of West Berlin as a separ¬ 
ate City State Kennedy, however, 
would not catch the bait, so tactless¬ 
ly thrown at him. Instead, he read a 
small sermon to the ageing Chancel¬ 
lor Said Kennedy 

"We are alUes In the only war 
we seek — the war against poverty,' 
hunger, disease and ignorance in 
our own countries and around the 
world". 

’Ihls was not meeting the argu¬ 
ment. The queetlon was later pressed 
•— inevitably — at a press conference 
A oorre^wndent made bold to ask 
whether Kennedy, specifically, saw 
any chance of overcoming the dlvl- 
sloo of Germany, if nothing else, In 
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the sense of p«rtw|w reduotng: praih 
siures? 

The Presldmt took the question 
m his stride, in perhaps the most 
straightforward way any American 
President in his position could have 
done. It has been the policy of the 
United States, he said, for a gresit 
many years, not to recognise in the 
Juridical sense (emphasis mine) the 
division of Geimany. Then he added. 

'‘Quite obviously, the German 
people wish to be reunited. If the 
people of the United States had 
lost a struggle and the Mississippi 
river divided us, we would wish to 
be united I think the people of 
the Soviet Union, if they experi¬ 
enced a comparable fate, would 
wish to be retmited People and 
families wish to join together 
That If the object of our policy 
Quite obviously, there is no Imme¬ 
diate solution (emphasis mine). We 
hope that time, the desire of people 
to determine their own destiny, 
will be sufBclently strong, the poli¬ 
cies that may be developed as 
times go on, as events change, 
will biing about that reunifica¬ 
tion ... even though today that 
future may be uncertain, that date 
may be not possible to mark There 
have been so many changes in the 
world in the last 18 years, that I 
don’t think anyone should des¬ 
pair” 

These words hod long needed to be 
said, but no one had dared to say 
them Indeed, there were pressures on 
Kennedy to say that he will fight 
for German reunification at any cost 
The Unteilbares Deutschland, a non- 
party organisation devoted to keeping 
the idea of a united Germany alive 
had liberally distributed posters all 
along the route that Kennedy was 
to take, which demanded German 
reunification. These posters were 
particularly numerous in front of the 
Chancellor’s residence and could not 
have stayed there but for the conni¬ 
vance of the Government It stands 
to the credit of the President, there¬ 
fore, that he withstood those pres¬ 
sures Perhaps that was what, after 
all, the West Germans themselves 
wanted By themselves they could 
not extricate their position which 
had long been committed to a de¬ 
mand for German reunification But 
the leaders could now turn to the 


people and remind them that no less 
a figure than the American Presi¬ 
dent hod cautioned a go-slow policy. 
Kennedy did his job bsautlfully, 
firmly. His courage to remove the 
fuse from the German reunification 
bomb has everything to commend 
it. 

Change from Dullesisa Approach 
The point that Kennedy was mak¬ 
ing—and it was not entirely lost on 
the Germans — was that for any 
progress to be ' made, even on the 
question of German reiuiification, a 
solution of the cold war was the first 
pre-requisite. He refused to call the 
Soviet Union his enemies A careful 
peru£.al of his speeches in Germany, 
including West Berlin, reveals that 
when he spoke of the Communist 
bloc, he referred to “those who make 
themselves our adversaries’’ Im¬ 
plied In this was an invitation to the 
Communists to cease making them¬ 
selves adversaries This was a new 
tone—a change from the Dulles era 

Kennedy’s purpose, of course, was 
not just to defuse the German re¬ 
unification bomb When one corres¬ 
pondent asked him, simply, but effec¬ 
tively, what the purpose of his en 
tire trip was, a question, no doubt 
Kennedy was hoping somebody would 
l.indly ask, the reply was prompt 
Kennedy said’ 

“Because I regard the relation¬ 
ship between the United States 
and Western Europe as vital to 
our security ’This Is a changing 
period In the West as well as in 
the East. We deal with problems 
of nuclear defence, of monetary 
policy, of trade policy We are 
making decisions which may affect 
our relative positions through the 
world over the next decade I think 
It la very appropriate that a Presi¬ 
dent of the United States should 
come here to emphasise our strong 
convictions in these matters.” (em¬ 
phasis mine) 

What Were these strong convic¬ 
tions? Correspondents who covered 
the Kennedy visit seemed to have 
missed this statement completely 
Kennedy was labouring under a 
grave handicap in the matter 
of nuclear defence The one thing 
that he — like the Russians — was 
afraid of was the Germans going 
their own way in manufacturing 
nuclear weapons The Germans were 
technically capable of manufacturing 


them. They had the cash and th* 
harttware. Their memberahlp of 
NATO, their dependence on Ame¬ 
rica for protection had so far prevent¬ 
ed them from going it alone. But how 
long? A younger generation of Ger¬ 
mans was getting restive This gene¬ 
ration was willing to cooperate with 
the French in making nuclear wea¬ 
pons Only three weeks after Kennedy 
left Europe, Herr Walter Scheel, West 
German Minister for Development 
Aid and a member of the nationalist 
Free Democratic Party was saying 
that “only a European nuclear force 
would be equal to the American and 
Russian atomic potentials and would 
stand on a firm basis” Kennedy 
no doubt was anticipating this. His 
problem was that he was damned if 
he did not make a show of giving the 
German.^ tome responsibility for 
atomic arms; he would be equally 
damned if he did. 

Kennedy’s technique was to bind 
the Germans closer to the Atlantic 
Alliance, by seemingly making con- 
cessions to the Gormans and drawing 
from them allegiance to the Atlan¬ 
tic Alliance Sabre rattling had been 
part of the German atUtude towards 
the Soviet Union — an attitude that 
had been encouraged by the Eisen¬ 
hower regime Kennedy’s purpose 
was to get the swords back In their 
scabbards. The communique Issued 
at the end of the Kennedy-Adenauer 
talks showed that the President’s 
convictions had prevailed The com¬ 
munique said in part- 

"The Federal Government shares 
the view of the United States 
and other Allied powers that con¬ 
trolled disarmament and agree¬ 
ment on the cessation of atomic 
weapons tests would constitute 
an important step towards the 
avoidance of a dangerous arma¬ 
ments race 

“The President and the Chancel¬ 
lor reaffirmed the commitment 
of their two governments to the 
right of self-determination, as 
embodied in the United Nations 
Charter and to the achievement 
of German reunification in peace 
and freedom (emphasis mine) 

.. They also agreed that the two 
governments would continue to 
seek to reduce tension through 
International understanding” 

On the issue of French-German 
understanding, Kennedy was pro- 



mr uk 


ptny emphatic, as he said It was 
his duty to do so. What happened 
when the two leaders had their pri¬ 
vate talk In the seclusion of the 
Palais Schaujnberg is anybody's 
guess, but at his press conference 
he lambasted General de Gaulle, 
without mentioning the name, for 
trying to underm.ne NATO He 
might very well have added, for try¬ 
ing to wile away Germany from the 
NATO camp Kennedy hod been 
asked whether the US Govern¬ 
ment had any objections to the 
German-French Treaty. Of course 
not, said Kennedy And then he 
went on: 


“What I think we are concern¬ 
ed about is the maintenance of the 
integrity of NATO... I don't 
think that we can And strength in 
bilateral arrangements that we 
can in multilateral arrangements 

. I want to make It very 

clear that we support strongly the 
reconciliation and the effort at 
friendship which is being made 
and has been made over a number 
of years (between Germany and 
France) But we also want to bo 
sure that NATO stays strong, be¬ 
cause I think NATO is essentially 
the security of the Federal P,«- 
publlc and we regard is os essen¬ 
tially the security of tho United 
States. Those who do not place 
comparable Importance on it. it 
seems to me, are Ignoring history 
and are over-optimistic of the 
future." 


This was a warning to Germany 
not to be too close to France. If It 
cared for its own ultimate security. 
There were other things that Kenne¬ 
dy had to say, besides administering 
a warning to Germany. It was that 
the Germans would have to pay the 
price for being protected by the 
United States. Kennedy said that the 
United States was keeping 400,000 
troops in Western Europe That 
was a burden on the American 
taxpayer. So, said the President, 
When America was discussing trade 
and monetary policy with Germany 
"some cognlzauice would be taken of 
the fact that the United States has 
carried a very heavy load around 
the world for 18 yeara" 

The communique iasued by the 
two governments does not throw much 
light on the kind of qiild pro sought 



by the United Statee. That Kennedy 
asked the West German government 
to do more for developing coun¬ 
tries is clear. The communique men¬ 
tions that the two governments 
stressed "in particular the need for 
stronger partlctpation in world trade 
by the developing countries" This 
was supplemented by Kennedy's re¬ 
marks at the press conference when 
he said; 

"We cannot help but be concern¬ 
ed by the fact that the price of 
raw materials of the underdevelop¬ 
ed world has steadily declined re¬ 
lative to the price of manufactured 
goods. Therefore, their economic 
position in some ways is worse 
off in' spite of all the aid given 
Therefore, unless we work hard 
and progressively, and with Imagi 
nation and idealism, we may find 
ourselves a rich area in a poor 
world, which Is subject to all the 
influences that poverty bring with 
It". 

EcoBomic Aspect of the IVip 
There Is reason to believe that the 
most Important aspect of Kennedy's 
trip to West Germany was not so 
much political — relevant though it 
was — but economical. What Ken¬ 
nedy was urging was an Integration 
of the German economy with that 
of the American economy Consider 
this reply which Kennedy gave to 
the correspondent who asked what 
new ideas he had concerning Europ¬ 
ean tranoatiantic economic coopera¬ 
tion 

"The experience of the twenties 
which helped lead to the disasters 
of the thirties should be sufficient 
warning to us that we should be 
able to give the successful mana¬ 
gement of our monetary policies 
the highest priority. No nation can 
maintain its own security and a 
successful management of Its own 
fiscal affadrs There haa to be 
the closest cooperation Or other¬ 
wise, I think you will And succes¬ 
sively In various countries defla¬ 
tionary policies which will lead to 
a lower standard of living at home, 
which will leaul to each country 
managing its own monetary affairs 
with indifference to the affairs of 
others, which, will lead to' the 
breakup of our defensive aUfSnces. 
That Is the prospect which we face 
unless we are succeaaful in work¬ 
ing out the new round of talks 


coming up In 1984...... Bo ? w 

gard this matter of monetary poli 
cy, which deals with the standan 
of living of all of our people, a 
a matter of first priority”. 
Considering the sharpness c 
Kennedy's tone, there can be n 
doubt that In bis talks both wit 
Adenauer and more so in hia talk 
with Erhard, the President did no 
mince matters. Kennedy was asklni 
West Germany to look beyond its nos< 
not only politically, but economlCall} 
even as the United States was s 
doing In asking that, Kennedy pre 
mised something big, something tha 
no American leader had so far dare 
to offer. He said that the Unite 
States will risk its own cities to de 
fend those of Europe, simply becaus 
"we need your freedom to proter 
ours” And he added, with on 
glance at Paris. "Those who woul 
doubt our pledge or deny this indivi 
sibllity — those who would separat 
Europe from America or split on 
ally from another — would only giv 
aid and comfort to the men Whi 
make themselves our adversarie 
and welcome any western disarray’ 

It is possible that Kennedy's effort 
in making all these things clea 
will be belittled not only in his owi 
country, but in Europe as well Ii 
France, already, the government ha 
cast its doubts about American wll 
lingness to risk its cities. But it 1, 
fair to say that no American leade 
has done more to state America’i 
political philosophy more clearl; 
and succinctly as Kennedy did, espe 
ciallv in his address at the Assam 
bly Hall of Frankfurt’s Paulsklrohe 
France may still rue the day whei 
It refused to heed Kennedy’s words 
He denied rumours that America wai 
out to dominate Europe. If that wai 
its intention, he said, it would havi 
preferred to see Europe divided ani 
weak, when all the time it was look 
ing forward to see a Europe unite! 
and strong, But in calling the atten 
tlon of western Europe and especial 
ly West Germany to the plight o 
developing countries Kennedy but 
passed himself as a statesman. Call 
ing for Increased rise in business ac 
tivlty and general prosperity result 
ing for all participants in trad« 
agreements, Kennedy quoted a saylniS 
in Cape Cod that may well be poste!! 
in every chancery In the world; A 
rising tide lifts all the boats. 











Utter from Japan 

Thejapanese RaUways 


/a Japan there are three main types of agen cies to run the Government’s commercial undertakings. 

(a) those whidi are a part of the Government machinery, such as the Stale Printing Depart- 

meat; 

(b) agencies holding monopolies of essential commodities whose profits go directly to the State; and 

(c) semi-autonomous agencies which are run by special boards under the control of the Diet, 
The Japanese National Railways is a semi-autonomous agency and combines, in its working, com¬ 
mercial principles with concern for broader national social and economic requirements. 


j[N Japan it is not possible to smoke 
a cigarette or to eat a meal cook¬ 
ed without salt without the active 
co-operation of the State. Both the 
sale of salt and cigarettes are a 
Government monopoly into which 
no private businessman may enter 
at the wholesale level and the pro¬ 
fits go directly into State cofiFers. 

In contrast, the Japanese Natio¬ 
nal Railways, which had been under 
direct Government control ever 
since the first railway line had been 
laid between Tokyo and Yokohama 
in 1869, became a semi-autonomous 
corporation in 1949. The only other 
corporation of this type, which also 
became semi-autonomous in tlie 
same way, is the N H K, the natio¬ 
nal radio corporation. To the N H K, 
however, the only source of income 
permitted is the revenue from radio 
and television licences, which is 
collected by N H K’s own collectors 
(and not the post office as in India 
or the United Kingdom). 

Thus in Japan there are three 
main types of Government agencies: 
(a) those which are a part of the 
Government machinery, such as the 
State Printing Department, (b) 
agencies holding monopolies of 
essential commodities whose profits 
go directly to the State, and (c) 
semi-autonomous agencies whose 
employees are not Government ser¬ 
vants and which are run by special 
boards under the control of the 
Diet. This third type remains under 
State control primarily because it is 
believed that handing them over to 
private interests, would be contrary 
to public interest. In the case of 
N H K, the Americans after the War 
forced on a somewhat reluctant Ja¬ 
panese public numerous second-rate 
and inferior commercial TV and 
radio stations with the argument 
that organs of information should 
not be controlled by the State. In 
the case of the national railways. 


the business interests behind the 
Goveinment believed that low- 
cost, Government-subsidised trans¬ 
port would give a hliip to the 
economy. 

Board’* Wide Power* 

The National Railways is ad¬ 
ministered by a Board ot Directors, 
consisting ot a president, a vice- 
president and 12 to 17 other mem¬ 
bers, and certain audit and enquiry 
members. This board mainly deals 
v/ith long-term policy, finances, or¬ 
ganisation and matters which requ¬ 
ire Diet approval. It is thus partly 
political and the President is always 
appointed by the Prime Minister, 
Usually for three to five years. 'I'he 
president and vice-president also 
serve on an executive body consist¬ 
ing of managing directors of sec¬ 
tions and the Chief Engineer. The 
1948 Diet Law establishing the Na¬ 
tional Railways Corporation specin- 
cally forbids the Board of Directors 
from laying down the charges for 
passenger fares on trains or femes 
or altering freight charges on full 
carloads, 'i'his can only be done by 
altering the law in the Diet. Fares 
were increased in 1949, 1951, 1953, 
1957 and 1961. With the approval 
of the Minister of Transportation, 
it may alter the rates for special 
tickets and commuter fares and cer¬ 
tain other charges. In other words, 
although the JNR is set up as a 
semi-autonomous organisation, it is 
not a commercial organisation and 
political pressures can have an im¬ 
portant effect on its policy. The pre¬ 
sent basic second class fares are 
2.75 yen per kilometre up to 300 
kilometres and 1.35 yen per kilo¬ 
metre for distances over 301 kilo¬ 
metres. A yen is worth about a far¬ 
thing. On this basis about 31 out 
of the 226 operating lines are pay¬ 
ing hut the profits in 1961 on these 
31 lines was 97,882 million yen 


offsetting the 41,339 million yen 
loss on uie remaining 195. 

Yet while control of fares is 
mamly a political matter and out 
of the control of the Board of Direct¬ 
ors of ibe jNR, the Board has con¬ 
siderable freedom in financial and 
other matters. It can introduce fast 
diesel trains on unprofitable lines 
or even tear up tracks and turn the 
railbed mto a special road which 
only JNR buses can use. It can 
embark on to any form of transpor¬ 
tation and there is nothing legally 
to stop it from entering air trans¬ 
portation if it wished and could get 
the local operating permit. It can 
even raise funds from private sour¬ 
ces although up to the present it has 
only obtained funds through gov¬ 
ernment sources. Some of the funds 
for the new Tokaido link between 
Tokyo and Osaka were obtained 
from the International Bank for 
Reconstruction. 

There is thus a tendency for the 
plans of the executive director of 
the JNR to exceed the amount of 
capital available to him. It is 
widely believed that the non-re¬ 
appointment of Mr Saga a few 
months ago was an attempt to show 
the displeasure of the Liberal De¬ 
mocratic Party at the over-spending 
by the JNR on the new Tokaido 
Railway, which is expected to be a 
very profitable scheme. The position 
of the President is a difficult one, 
torn as he is between the commercial 
considerations in running his orga¬ 
nisation and his indebtedness to the 
Government in power which ap¬ 
pointed him. 

Taking all these points info con¬ 
sideration one cannot but be im¬ 
pressed with the great advance that 
the JNR has shown since it became 
a corporation. New fast services are 
found everywhere along the main 
routes north and south and the new 
Tokaido line is planning to cover 
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the 500-^>dd kilometers between 
Osaka and Tokyo in 3 hours at a 
niaxiinum speed of 200 kilometers 
per hour. This will make it the 
fastest line under continuous opera¬ 
tion in the world. Freight trains are 
expected to average 1.30 kms per 
hour. This new line is hoped to 
be completed in time for the Olym¬ 
pics next year. 

Comparison with India 

However the pattern of operation 
of the JNR is very different from 
that of the Indian Railways First¬ 
ly, there is a high concentration of 
population along the main trunk 
line from Aomori to Kagoshima 
with most of the population and 
industry of Japan concentrated bet¬ 
ween Osaka and Tokyo. Between 
Osaka and Tokyo, for example, 
theie is a part of the main line m 
which trains pass once every three 
minutes day and night on a double 
tiack line. Thus along this mam 
line, the railways have as much 
traffic as their capacity will allow 
them to carry. So along this line 
there are fast expresses which may 
stop at only«one or two places, 
semi-expresses and limited expresses 
To tiavel on each of these express 
Hams one is required to buy a spe¬ 
cial ticket which may cost as much 
as 50 per cent more than the basic 
charges mentioned earlier for faster 
service There are also differential 
lafes for different classes of goods 
based on the speed of the service 
Then feeding into this main trunk 
line are feeder lines of various sorts 
Many of these lines are starved for 
lack of development. For example, 
the line between Ueno and Nagano, 
ha.s only a single track along much 
of Its length and during the busy 
season such as the winter ski-iiig 
season, the railway loses a lot of its 
passenger traffic to bus companies 
who can take people straight to the 
ski-ing ground in the same time as 
the trains. Moreover much of the 
rolling stock and trains were heavi¬ 
ly over worked during the war and 
the JNR has not managed to re¬ 
place much of this old stock nor 
to renew all the track with the hea¬ 
vier type rails necessary for the in¬ 
creased traffic. 

Because the JNR is not a com¬ 
mercial organisatiem, there are cer¬ 
tain groups of users, especially 
commuters and students in the 
cities, who do not pay an economic 


rate for their ticktfts. The average 
commuter travels over 2S kilo¬ 
meters a day to and from work. 
This extra load of passenger tr^h. 
has to be home by the JNR and they 
are unable to divert it to other 
forms of transport because the rates 
on buses and private railways are 
higher. There is a special employee 
in city terminals known as a 
“pusher” whose job it is to push 
overcrowding passengers into the 
compartments sp that the doors can. 
he closed. U is said that during 
winter the trains carry fewer pass¬ 
engers because of the passengers’ 
over-coats ! 

In short, while the JNR has taken 
immense strides since the end of the 
War, the limitation on charging eco¬ 
nomic fares and the pressure by the 
Diet to support and build unecono¬ 
mic lines, have forced the manage¬ 
ment to improve those services which 
make quick returns such as the ex 
press trains and the Tokaido line 
while postponing decisions on the 
longer-term improvement of the 
railways in general where no addi¬ 
tional income is likely to be forth¬ 
coming immediately. 

Of course, there is not the slight¬ 
est reason why a national service 
such as the railways should not be 
operated in the interest of certain 
users if it is the wish of the countrj 
at large. But I think that the cost 
of such a policy to a corporation, 
such as the Japan National Railways, 
constantly under Diet pressuie, 
ought to be clearly illustrated. 1 have 
mentioned earlier that it often ap¬ 
pears that the President of the JNR 
IS made a scapegoat when a finan¬ 
cial crisis or major disaster occurs. 

I believe this to be a fundamentally 
unfair method of operating the 
railways. It is known that the last 
time the Liberal Democratic Party 
tried to select a new president of 
the JNR, a number of businessmen 
who were approached refused the 
offei becausce. the^’ would not have 
a free hand 

« 

The largest stadium in Tokyo for 
the Olympic Games will only hold 
71,000 people and the Tokyo Olym¬ 
pic Organising Committee has now 
announced that only 20,000 tickets 
will be available to guests from 
overseas. It has been estimated 
that over a million Japanese are 
anxious ta attend some portion of 


the games and the organism am 
astounded at the likely demand, (n 
Rome I understand that it was 
sometimes possible to buy tickets at 
the grounds. Ibis is not going to 
happen in Tokyo and the 3(^000 
tickets for each ceremony are to be 
allotted on a lottery basis in the 
same way as state houses are allot¬ 
ted. Some 11,000 tickets will be 
given to guests of the TOOC and 
affiliated organisations and 10,000 
tickets will be allotted to Govern¬ 
mental organisations which have 
financially supported the games. The 
intrigues to acquire an Olympic 
ticket are now becoming scandals 
and one of the national newspapers 
recently had a leading article ap¬ 
pealing to Diet members not to at¬ 
tend the Games unless they had been 
personally involved and not to take 
their wives and children, so that 
ordinary Japanese are not deprived 
of tickets 

Ikeda's Re-election Certain 

It seems almost certain that Prime 
Minister Ikeda will be re-elected 
President of the Liberal Democratic 
Party next month which means that 
he will certainly continue as Prime 
Minister. Ikeda has been a success¬ 
ful Prime Minister insofar os no 
major crises have occurred during 
his term and the general prosperity 
of the Japanese people has tended 
to increase. While there is some 
criticism of the rapid increase in 
the cost of living, Ikeda has ad¬ 
mitted that this IS inevitable with 
a booming economy and that be 
does not intend to do anything ab¬ 
out it. Yet there is no other candi¬ 
date likely to be more successful. 
Bamboku Ohnu is also likely to re¬ 
tain the vice-presidentship of the 
party. The main struggle is likely 
to occur between the so-called career 
section of the party and the 
“bureaucrats”, those who have mov¬ 
ed up through the administrative ser¬ 
vice and subsequently resigned. The 
leader of this latter group is Eisaku 
Sato, who has been a firm opponent 
of the Prime Minister. They arc, 
however, not as important now as 
they were when the Prime Minister 
first took office and it is likely that 
Ikeda will be able to form his cabi¬ 
net without their supiport. The 
Japanese economic situation is now 
so good that no one wishes to rock 
the boat for the sake of changing 
from one faction to another. 
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The only likely threat to die Gov¬ 
ernment i« the increasing dissatia- 
faction widi the coirupt practice* 
by which certain representatives got 
elected at the last election and the 
increasing strength of the Socialist 
Party in certain areas supposed to 
be the strongholds of the Libera! 
Dctnocratir Party. The most out¬ 
standing example is that of Azunia 
who got re-elected Governor of 
Tokyo by having false seals made 
and affixed to his campaign posters. 
The Liberal Democratic Party is 
becoming increasingly concerned at 
the poor image that they are pre¬ 
senting liefore the ]ieople. Since the 
Socialists are now .systematically 
trying to improve their party machi¬ 
nery many political analysts now 
believe that the they have a good 
chance of coming to power in the 
election after next. This is aheady 
worrying the Liberal Democrats. 

The Diet has just been prorogued 
for the sunimei recess amidst scenes 
of disorder in which the Socialists 
tried to filibuster the passing of an 
Unemployment Bill in which labour¬ 
er* who would not be directed to 
new job* would lose their unemploy¬ 
ment pay. The Socialists instead of 
trying to modify the bill by discus¬ 
sion tried to block it completely 
with the result that 70 other bills 
were postponed or delayed upsetting 
the whole programme of the Gov¬ 
ernment. Both the SfKialists and 
Liberal Democrats are to blame as 
each side tries to use its powei just 
to obstruct the other side instead of 
trying to negotiate. The scenes of 
disorder were televised •— to the 
detriment of both patties, in my 
opinion. 
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Japan’s Exports Rise 

JN the fim half of 1%2 Japanese 
exports increased by 1.3 per 
cent compared to an increase of 
2 per cent in the exports of the 
ECAFE region as a whole, accord¬ 
ing to the U N’s “Economic Survey 
of Asia and the Far East 1962”. 
There were divergent movements 
in the exports of different countries 
in the region, but the strong re¬ 
covery of industrial production in 
the United States and the continued 
high industrial activity in Europe 
lUrod the region’s exports from the 
stationary level of 1961. 

Japan benefited the most from 
the higher levels of activity in the 


other industrial countries. They 
are the largest purchasers of 
Japan’s exports of processed food 
and I aw materials which rose in 
value by over one-third during the 
period. Even larger increases were 
recorded for iron and steel pro¬ 
ducts. radio receivers and motor 


vehicles. However, J^n like iatM% 
and Hongkong) made no progress 
with textiles, exports of which have 
been virtually frozen by the pro¬ 
visions of the International Textile 
Agreement which limits shipments 
to producing countries in West 
Europe and North America. 
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Exports of Developing Countries 


^HE izt^rUnce of exports for 
ecoomnic development of the 
developing countries steins hom the 
fact tut (1) in several of these 
countries, export production and 
trade constitute a preponderant part 
of their total economic activity; and 
(2) even in the case of the small 
minority of the less developed coun¬ 
tries where the share of exports in 
national product is not large (as, 
for instance, India whose exports 
constitute a mere 5.4 per cent ol 
Gross National Product in the early 
1950’s and declined to 4 per cent 
in the late 1950*8)* the importance 
of expansion in international trade 
remains crucial ‘*because all deve¬ 
loping countries are heavily depend¬ 
ent on imports of machinery, heavy 
equipment and other essential goods 
that are strategic to lifting the levels 
of productive investment for ac- 
cflarated eoonomic growth”.^ 

Disconraging Economic Growth 

Unfortunately, however, recent 
developments in export trade of the 
less developed countries provide 
little ground for satisfaction. Ex¬ 
port trade of these countries has not 
fared at all well in comparison with 
the export trade of the advanced 
countries. In the decade of 1950*8, 
the volume of exports from the less 
developed countries rose at an an¬ 
nual rate of 3.6 per cent as against 
6.9 per cent rate of increase for the 
developed private enterprise coun¬ 
tries and 10.7 per cent for the cent¬ 
rally planned economies. 

On the other hand, unifcr the 
momentum of plans of economic 
development, the volume of imports 
of the less developed countries rose 
at an annual rate of 4.6 per cent 
which “was significantly in excess 
of the 3.6 per cent annual expan¬ 
sion in the volume of export8”.j 
But the lagging volume of ex¬ 
ports, according to the World Eco¬ 
nomic Survey, is but one aspect of 

• See U N, Economic Survey of Asia 
and the Far East 1962, p 32, referred 
to hereafter as ‘ECAFE 1962 Survey', 
f See U N, World Economic Survey 
1962, Part I. TTie Developing Coun¬ 
tries in World Trade, p 1, referred 
to hereafter as ‘WES 1962’. 

t WES 1962. p 2. 


the critical problem encminlend by 
the less developed couatriea. The 
externa] balance was coxtaidetably 
accentuated by a steady deteriora¬ 
tion in the terms of trade. The 
average price of goods exported by 
these countries in 1960 was about 
the same as in 1950, while the ave¬ 
rage price of their imports was sig¬ 
nificantly higher, resulting in the 
decline of the terms of trade by 9 
per cent. As a consequence, the 
share of the under-developed coun¬ 
tries in total world trade which was 
already low at one-third shrunk to 
one-fifth. The industrially develop¬ 
ed countries and the centrally plan¬ 
ned economies increased their res¬ 
pective share of world trade. 

The performance of what is refer¬ 
red to as the ECAFE region 
during the last decade was much 
poorer than of the under-developed 
world as a whole. The 1962 E C A 
FE Survey points this out: “The 
region’s total exports in 1959-61 
were at slightly less than three 
times the pre-war (1938) level, 
whereas those of the under-develop¬ 
ed areas of the world as a whole 
were four and half times and those 
of the developed areas five and half 
times”. Compared to the export in¬ 
dex of 107 in 1951-53, that in 1959 
61 was only 109 In other words, 
the level of exports remained almost 
stationary. Actually, the first part 
of the decade registered a decline 
in the level of exports. In the lat¬ 
ter part, however, there was an im¬ 
provement and that gives one some 
hope that the future may be less 
bleak for the region’s exports 

Root Cause 

Ah the World Economic Survey 
puts it, “the reasons for the un¬ 
favourable trends in the external 
trade of the under-develqicd coun¬ 
tries are rooted in the basic struc¬ 
ture of this trade itself*. While 
primary products account for well 
over four-fifths of the exports of 
these countries, over two-Uiirds of 
the exchange earnings of the indus¬ 
trially advanced countries are con¬ 
tributed by exports of manufactures. 
The trading pattern of the under¬ 
developed countries is such that 
they eiqjort in the main primary 


products and import in return largg^ 
ly manufactured goods. For no 
c^r group of countries, says the 
World Economic Survey, does the 
exchange of exports for imports rest 
on suck an uneven keel. 

Further, not tmly do these under¬ 
developed countries exchange pri¬ 
mary products for manufactures, 
but their trading pattern is closely 
linked with the structure of trade 
of the advanced private enterprise 
economies. Although exports to cent¬ 
rally planned economies have more 
than doubled, the share of such ex¬ 
ports in the total exports of the 
under-developed countries is still 
quite small. 89 per cent of exports 
of the developing ECAFE coun¬ 
tries were shared by Western Eu¬ 
rope, the USA and Japan. (The 
corre^nding percentage for India 
is 74 but the fact remains that the 
country depends very largely on 
these countries for the sale of its 
exports. It is this fact which prompt¬ 
ed the E C A F E to examine in de¬ 
tail the trading relations between 
the under-developed countries and 
industrially advaifced countries. The 
development of EEC and its trade 
and tariff arrangements with its as¬ 
sociated countries are of particular 
interest to the ECAFE region. So 
also 18 the possibility of Britisb 
membership of EEC. 

Weslern Tariff Policy 

The ECAFE Survey makes 
some very significant observations 
on the tariff policies of the Western 
countries. “In spite of their diver¬ 
gent levels, the customs tariffs of 
Western European countries have 
three common features First, they 
are low for primary commodities 
not competing directly with domes¬ 
tic production. Secondly, with some 
exceptions, tariffs increase at each 
stage from crude to processed mate¬ 
rials and from processed materials 
to finished products. Thirdly, there 
is a tendency for tariff rates to in¬ 
crease more in the transition from 
crude to processed materials than in 
that from processed materials to 
finished products. These Matures 
clearly indicate that the tariff struc¬ 
tures of the West European coun¬ 
tries have been so designed as to 
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Source Statiitical Offirr of the Euro- 
prdti Community, Information 
Slatiatiqiin, I'Kiil, No 3. pp 
245- 246 

offer protection to their donieslii 
manufacturing in<iustt'ies'’, in fact 
one can go further and lay that pos¬ 
sibly the whole comities of tariff 
structures tn these countries is deli 
berately designed to keep the under¬ 
developed primary proditctiig court 
tries outside the aiea of maniifat 
luring and as the K C A b E Survey 
observes, these i.uiff slrintores have 
succeeded to no .small extent tn 
discouraging the deteloiiment of 
manuftcluring industries in the pri¬ 
mary exporting eon nines. e\en the 
simple processing of raw malenals 

GATT minielerial ineeiing ,n 
December 1061 took note of the 
need to reduce those tariffs which 
differentiate disproportionately he- 
iween proeessed products and raw 
materials "bearing in mind that 
one of the more effeclne ways i.i 
which less developed coutitnes can 
expand theii export e.iiinngs, i.s 
through piotpssing tht' )3nmaiv pio- 
duct.s they produce for exfxirt’’ 




another ubte (Table 1120) repro¬ 
duced below (in Table 2). 

A sizeable proportion of the ex¬ 
ports of India ana Indonesia, it will 
be observed, will be hard hit by 
the replacement of the national 
tariffs by EECs Common Tariff. 

That poor export performance of 
the under-developed countries is 
de.eply rooted in the structure of 
exports and production pattern of 
the under-developed countries 's 
emphasised by both the Surveys 
Their heavy dependence on primary 
exports comprises the basic econo¬ 
mic reason for the current situation 
During the 1950*8 the dominant in- 
ffuences at work were; (1) low in¬ 
come elasticity of demand for food¬ 
stuffs and (2) high propensity to 
ecoiiomi.se and substitute in the case 
of raw malenals. Table d lepto- 
diiced from World Economic Su<- 
vey summanses the income ela.stici- 
fy of demand for imports from 

under-developed countrie.s into the 
industrially advanced countries 
ExpofiM of Manufarturep 

It IS because of the operation of 
the above mfluenccs that the EGA 
F E .Survey observes that the .scope 
for “export expansion along tradi¬ 
tional lines IS limited”. The Survey 
hopefully note!,, however, that in 
recent years exports of manufacture' 
fiom the developing countrie.s of 
the region have grown fast Between 
1955 and 1960 exports of manufac¬ 
tures rose by 40 per cent. The di¬ 
rection IS clearly indicated Soonei 
m latei. the under-developed coun¬ 
tries rvill have to “follow Japan’'- 
path of mdu-strialisation and even 
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exporting manufactured goods”. 7h 
Survey suggests therefore that cour 
tries with abundant raw material 
should as a first step towards in 
dustrialisBtion start processing o 
refining agricultural and miners 
products and export them in pK 
cessed form. But the spectre o 
tariff differentiation against prooet 
ged goods is quite forbidding an< 

Table 3 : Income Elasticity of In 
ports of the Industrially Advance 
Countries from the Developing 
Countries * 


Commodity Group 


Income 

Elasticit 


Koodituffs (SITC groups 
0 and n 0.76 

Agricultural raw materials and 

ores (SITC groups 2 and 4) 0.60 

Fuels (SITC group 3) 2 87t 

Manufactured goods (SITC 
groups .5 to 8) 1.24 

* The estimates were derived from rt 
gression of gross domestic product o 
the mdu'.trially developed counlrie 
on imports of e.ich commodily grou 
from the developing rountries TTi 
sample covers the period 1953-60 

t The unusually high elasticity reflect 
to some extent the occurrence of nor 
pcdnoniK disturbances The Unttei 
Nations Economic Commission fo 
Europe has estimated m Erononii 
Survey of Europe in I960 (Sates No 
61 11 El) that the imports of fuel 
by Westein Europe, North Amenc 
and Japan would grow at 4 3 pe 
rent per annum between 1959 am 
I960, as against an a.ssunied grqwtl 
rale of 3 1 per tent per annum o 
their gross national product, resull 
ing in income elasticity of fuel in> 
ports of 1 40 Calculations discusset 
m subsequent paragraphs have beei 
b.-ssed on the figure of 1.40 rathe 
than 2 87 


Table 2 : E E 4, Area i (Jommodily (-omposllion of Imports from .Seleele 
Coiiniries of ihe E C A F E Region in Relation to Various Kinds n 
E I. ( Tariff and Trade Arrangem it 


'G 


While the f. I'. (7.s rommori exter 
nnl tariff t.s .supjaiseH to follow the 
GATT rules, the slructiire of com¬ 
mon tariff, instead of rectifying, ac¬ 
centuates the features which ope¬ 
rate adversely against the less deve¬ 
loped countries We reiiTodiiec 
the interesting table (Table 11.19) 
from the EGA F K Survey in 
Table 1. 

The impact of the F Fj C arrange 
ments on various groups of commo¬ 
dities and thtar relative impoitauce 
to India, and four other eountnes 
of this region can be observed from 


Iicm Indi.i 


Temperate zone agg'lcultural 
commodities likely to be 
Included In EEC common 
agricultural ixillcy 7.6 

Primary commodiiles subject 
to a zero external 

EEC tariff 40 4 

Petroleum products 0 2 

Primary commodities subject 
to an external EEC tariff 
exceeding zero 16.1 

Processed materials and 

manufactures 35.7 


Source : United Nations, Economic Survey 
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of Europe, 1960; Chapter V, p 47. 



Also, tlie under'developed coon* dwir tc^ «iipplies of row nutMialo 
tries may hope to achieve some and if consiuuption of trc^ncat 
measure of increase in dwir export foodstuffe were allowed to 
earnings U they were to cultivato mate rapidly*'. Even with to 

the markets of the centrally plan* manufa^ures, the Survey coiudden 

ned economies. In the 1950‘s, ex* it likely that the centrally planned 
ports from die under-developed eco- economies could and laay ahsMh 
nomies to the centrally planned larger quantities from the develop- 
cotmtries amounted to 7.3 per cent ing countries, 
of the total imports of these coun¬ 
tries and these accounted for 5 per The broad Inescapabie conclusion 
cent of the exchange eaniings of the of the two Surveys however appears 
underdeveloped countries. 17)18, no to be that to enable the develop* 
doubt, is a very small share but ing countries to pay -their way (re* 
its very smallness holds out a pros- membfering that development plans 
pect of increase. Unfortunately, Ae make it necessary for them to im- 
ECAFE Survey does not examine port more and more), it is Inevit* 
the possibilities which lie in this able that their exports of manufac* 
direction. Nor does it offer any posi- tures to the developed countries of 
tive suggestrons with regard to ex- the West should expand several- 
port promotion for either tradition- fold because the trading pattern of 
al items or manufactures in the tra- the developing countries is pre* 
ditional markets of the West. pondorantly unked up with U» 

developed countries of the West. 

According to the World Econo- This no doubt shall require comple* 
mic Survey, the rapid growth of menlary measure^ by both dcveiop- 
the centrally planned economie.s ing and develop^ countries. But 
could generate a considerable ex- the latter mu^ be persuaded to 
pansion of demand for imports of bring down their trade barriers 
primary products. “Such demand without insisting upon reciprocity, 
would rise all the more if the cent- Reciprocity has really no meaning 
rally planned economies were pre* m this context unless the purpose 
pared to rely on the developing is to thwart the development of the 
countries for a larger proportion of developing economies. 

The Indian Iron and Steel 
Company Limited 
NOTICE 


Table 4 i Asuanal Sates of Growdi of 
Worid* Esgportst, 1855*1961 
(p 0 rctntag*) 



-1 

1 

Region 

PrtBMiy 

Oommodi 

1 

1 

WorM 

S.4 

1.0 

Developed couurlM 

5.0 

BJt 

Developing coontciefr 

-L6 



Sowtt : Bureau of General Economic 
Research and Policies of the 
United Nations Secretariat, 
based on data from United 
Nations, Monthly Bulletin of 
Statisitci, March 1961, March 
and April 1963. 

* Excluding the following centrally 
planned economies- Albania, Bulgaria, 
Czechoslovakia, Eastern Germany, 
Hungary, Poland, Romania, Soviet 
Union, China (mainland)', Mongolia, 
North Korea and North Viet-Nam. 

t In value 

It is doubtful if under-developed 
countries can hope to increase their 
export earnings thereby unless EEC 
and other Western countries relent. 

It is worthwhile pointing out at 
this stage that although exports of 
manufactures from the developing 
countries have been rising more ra¬ 
pidly than primary exports (as can 
be seen from table below from 
World Economic Survey), the rate 
of expansion has been about half 
of that achieved by the developed 
countries with the result that the 
developing countries are not even 
maintaining their share in the ex¬ 
ports of manufactures. And still ex¬ 
panded exports of manufactures arc 
important for under-developed eco¬ 
nomics not only for exhange earn¬ 
ings but also because of greater in¬ 
centives to industrial development 
they afford. The fear that the libe¬ 
ralisation of tariff structures will 
swamp the markets of the West is 
given a big lie by the estimate of 
E E C of the likely supply of manu¬ 
factured exports from developing 
countries in 1980. It appears that 
if the West is prepared to absorb 
1.5 per cent to 2 per cent of its 
additional domestic demand for 
manufactures, the developing coun¬ 
tries’ -export potential will have 
been exhausted. What a modest 
demand! 


AT a meeting of the Board of 
Directors held today the Directois 
liave recommended payment of 
a gross dividend for the year ended 
31st March 1963, of 16 per cent, 
or Rs 1.60 per share, on the Ordi¬ 
nary Share Capiul, subject to 
deduction of tax at the appropriate 
rates. This dividend awaits sanc¬ 
tion by the shareholders at the 
Annual General Meeting to be held 
on Tuesday, the 3rd September, 
1963. 

The net profit after provision of 
Rs 3,40,18,269 for depreciation, 
Rs 3,56,00,000 for taxation and 
net transfer of Rs 3,64.01 226 to 
Reserves is Rs 1,91,87,975. For 
thp-.|>fevious year the net profit was 
Rs"‘®^24,90.390 after provision of 
Rs 3,35,24,699 for depreciation, 
Rs 3,95,50,000 for taxation and 


net transfer of Rs 2,98,38,026 to 
Reserves. 

The Ordinary Share Register and 
Transfer Books of the Company, as 
already announced will be closed 
from the 27th Inly, 1963 to 17th 
August, 1963, both dates inclusive, 
and the dividend if sanctioned will 
be paid on or a'ter the 4th Septem- 
zer, 1963, to those shareholders 
whose names appear on the Re¬ 
gister of Members On the 17th 
August, 1963, 

By Order of the Board, 
MARTIN BURN LIMITED 

F G Livenedge 

Managing Director 
Managing Agents 

Re.gistered Office, 

12. Mission Row, Calcutta 1 
16th July, 1963 
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ASSISTING THE ARMED FORCES MEDICAL SERVICES 


Somewhere along our high frontier a medical unit stands ready to 
cope with any emergency. It is well equipped with a wide array of 
surgical, anaesthetic and gas therapy apparatus and Indian Oxygen 
take pride in being closely associated with this dedicated Service in 
designing and producing much vital equipment. Today, top priority is 
being given to all orders from the Armed Forces. INDIAN OXYGEN LTD* 














Heekscfaer^ OUm and India’s Foreign Trade 

PMBab Komar Bardhan 

Stnietitod BmU of India’s Forei|n Tnule by Ranganath Bharadwaj. Univcnity of Bombay serioi m bfonetary and Inter 
natkaial Economic!, No 6, 1962, pp ]d-fl21« Ri S>5(^ 


JN retroqwct it seems rather pns* 
sliag that Leontief, in his attempt 
to verify the Hedcscher-Ohlin 
model, was to puzsle so many inter* 
national trade theorists by his find¬ 
ing that U S exports were more 
labour-intensive than U S import 
replacements. If all of us had read 
carefully Samuelson and/or Lernei 
and/or Pearce (all of whom pub¬ 
lished their definitive papers on the 
Heckscher-Ohlin model before Le¬ 
ontief published his results), we 
could have been spared much of the 
torrential flow of comments and 
counter-comments of the post-Le- 
oiitief trade literature. Leontief 
himself contributed, in no small 
measure, to the general confusion 
by his attempt to salvage the ortho¬ 
dox theory with his contention that 
the physical effectiveness of Ameri¬ 
can labour was about three times 
superior to that of labour else¬ 
where, an attempt which was metho¬ 
dologically illegitimate as well as 
empirically wrong. As with the dia¬ 
mond-water value paradox in the 
history of economic thought, people 
went on wondering about the Leon¬ 
tief paradox even when it had been 
theoretically solved a number of 
times before. 

Use of Input-Output Technique 
If for the pure theory of inter¬ 
national trade Leontiefs inquiry 
served mostly to expose how im¬ 
properly or inadequately the impli¬ 
cations of the assumptions, of the 
Heckscher-Ohhn model were com¬ 
monly understood, a more positive 
contribution of it was to pioneer 
what is now known as ’structural 
analysis’ with the help of an inter¬ 
industry approach in the field of 
international trade. Drawing hea¬ 
vily on Leontief’s study Dr Iraarad- 
waj has tried to assess statistically 
the structural basis of India’s for¬ 
eign trade with the help of the 
limited information about the pro¬ 
ductive structure of the Indian eco¬ 
nomy recently available. 

Input-output technique is the 
liasic tool employed. For finding 
out the factor contents of exports 


and import replacements it haa dw 
powerful advantage of being able 
to trace out indkact as well as 
direct factor requirements. The 
Inter-industJiy Transactions Table 
prepared by the Indian Statistical 
Institute is taken; and the detailed 
commodity-wise trade figures re¬ 
ported in the ’Accounts relating to 
Sea and Airborne Trade in India’, 
1953-S4, are clasaified to suit the 
sectoral classification adopted m the 
inter-industry tables Two ‘composite 
commodity’ vectors are derived 
(one crore of rupees worth of ex¬ 
ports and one crore of rupees 
worth of ‘competitive imports’: un¬ 
like Leontiefs America, Bharad- 
waj’s India seetbs to have no non¬ 
competitive imports of quantitative 
significance). To find out the capi¬ 
tal and labour contents of these 
two oomposite commodity vectors 
two methods, yielding the same 
final rraults, are employed. One is 
what the author calls the ‘input 
approach’ of multiplying the sec¬ 
toral direct capital and labour co¬ 
efficients vector by the inverse of 
the inter-industry matrix to get a 
vector of direct and indirect capital 
and labour lequirements per unit 
of delivery to final demand from 
each of the sectors, which when 
multiplied by the column vectors 
for exports and import replace¬ 
ments finally gives us the capital 
and labour required by a crore of 
rupees worth of them. The second 
method — the ‘deliveries approach’ 
— has the some thing the other way 
round. Production requirements 
are first obtained by pre-multiply- 
ing the oomposite commodities vec¬ 
tor by the inverse of the input-out¬ 
put matrix, and then these are 
translated into factor requirements 
by having them multiplied by the 
respective sectoral capital and lab¬ 
our coefficients. The final results 
of these computations are as sbow-i 
in the Table. This confirms the 
Heckscher-Ohlin presumption re¬ 
garding the pattern of India’t- 
foreign trade, ‘niis conclusion drawn 
on the basis of I95.3-.S4 data is also 


found to hold good for 1950-51 and 
1958-59. 

UndutiiNU of RmiiIis 

Bharadwaj ia, of course, disarm¬ 
ingly. aware of the limitations of his 
results, particularly In view of laek 
of data regarding labour inputs in 
terms of man-hours rather than ki 
terms of number of men employed 
(an important matter on account of 
wide^read disguised unemployment 
in particular sectors) or regarding 
the importance of natural resources 
in determining our trade pattern, 
etc. But some of the other limita¬ 
tions he refers to are somewhat be¬ 
side the point. For example, he 
thinks that because of “structural 
disequilibrium ‘in the factor market’ 
no a priori conclusions regarding 
India’s factor endowments could be 
drawn from our study’’. Structural 
disequilibrium can be held up as a 
distortionary element when it, by 
causing a dichotomy between money 
costs and opportunity costs, might 
lead to ‘perverse’ specialiution (as 
Arthur Lewis, Hagen and others 
point out) so that a labour-abun¬ 
dant country is driven to specialise 
iiv the 'wrong* goOds. But in the 
Indian case, on ESiaradwaj’s own 
evidence, this has not happened. 
Does he then mean that India is a 
capital-abundant country which ii 
not reflected in her trade pattern 
because of structural disequilibrium? 

Then again Bharadwaj laments 
his lack of data regarding the sise 
of the Indian labour force in terms 
of efficiency units. Although lack 
of data is always lamentable, one 
suspects that if they were available 
Dr Bharadwaj would have gladly 
fallen into the same methodological 
trap as Leontief (and M A Diab). 

Capital and labour requirements of one 
crore of rupees tuorA of Indian exports 
and competitive import replacements 

(of 1953-54 average composition) 


Export! Import 

replaeenenti 


Capital (in crore 
of rupees and at 
1953-54 prices) 0-952 1.443 

Labour (in number)* 11022 7M7 
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inE MY BRENS BIKIITBIIOIIOIIIIM 


Milk. Pood. Children grow straight and strong. 

Today’s care. Gentle as with a flower. 
Today's protection. The shelter of mighty effort. 
Tomorrow...a little less of care, a little more of joy. 

And for HINDUSTAN LEVER, too, tomorrow begins today. 

In the milk plant and research laboratory, 

In the factory and office. Work, patience, care 
to serve tomorrow’s homes and the nation's needs 
with products that grow better and better. 

TODAY AND TOMORROW...HINDUSTAN LEVER SERVES THE HOME 

WITH SOAPS, FOODS, TOILET PREPARATIONS 
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Tbef Itttt by otuiBiog intemtlo- 
lally ktemiciu ptodoebon fuacliDii* 
and ytt «n too eager to ei|ilain 
thingt away by reference to efioi< 
ency ^etencee of factors between 
countries. Of course, these effici* 
ency dtferencM are actually sub* 
stantisl (see, e g Arrow, Chenery, 
Minhas and Solow, ‘Capilal*Labour 
Substitution and Economic EfEcien* 
cy’. Review of Economics and statis¬ 
tics, August 1961) and may be (as 
classical theorists duly recognised) 
one of the most important determi* 
nants of trade (economies of scale 
may be another), but the whole 
point about the Heckscher-Ohlin 
model is, as Bharadwaj seems to 
recognise, that even if all other 
conditions are the same a mere 
difference in factor endowment is 
sufficient to explain trade between 
two countries. 

Factor Endowment and Trade Pattern 

The influence of trade patter') 
of inter-country efficiency differen¬ 
tials may in some cases go contrary 
to that of factor endowment and 
may in some other cases reinforce 
the latter. Once the factor inten¬ 
sities of the trade pattern are 
known, information about relative 
efficiency differences is necessary 
to gauge the strength of the Hecks¬ 
cher-Ohlin presumption about factor 
proportions and trade. Take for ex¬ 
ample the observation of Tatemoto 
and Ichimura (‘Factor Proportions 
and Foreign Trade : the Case of 
Japan, Review of Economics and 
Statistics, 1959) that the Japanese- 
U S trade pattern is in line with the 
factor proportions presumption: 
that Japan exports her relatively 
labour-intensive goods to the U S. 
Now consider along with this the 
observation of Arrow, Chenery, 
Minhas and Solow that there are 
some indications, in comparing 
Japan and the U S, that the Ame¬ 
rican advantage in efSciency tends 
to be the least in capital-intensive 
industries. (Barring the important 
questions of statistical discrepancies 
and factor-intensify reversals) if 
all of these authors are correct in 
their observation, we can say that 
so far as Japanese-U S trade is con¬ 
cerned the influence of factor pro¬ 
portions probably outweighs the 
differentials in efficiency advantage. 
For the Indian case it is now im¬ 
perative for someone to try the 
difficult job of calculating relative 


efficiaacy ef la&m iaduMtiaa vi»«- 
vis these in the rest el the woiid 
(it is better to start with bilatasal 
conqwnmns on the lines of Anew, 
Chenery, Minhas and Solow), Hus 
information, I rqieat, i# neoesiery 
not to salvage the iKtmn pnpW' 
tions hypothesis but to aaeasui* its 
strength. 

In the last chapter of the book 
Bharadwaj makes a -liatited ettWH|it, 
with the help of the inpu^OBtput 
model which yields not omy pri¬ 
mary but also the secondary efiects 
of deliveries to final demand, to find 
out the implications of the changes 
in commodity composition of trade 
as between three selected years 
(1950-51, 1953-54 and 1958-59) in 
terms of production levels, factor 
usage and income generation. This 
is interesting since, .among other 
things, it illustrates the highly im¬ 
portant point that “although from 
the point of view of foreign ex¬ 
change earnings — the only aspect 
of exports which has received prtK 
minent attention — the total value 
of exports is important, it fails to 
provide a precise picture of (be 
exact implicaUons of a given l^vel 
of exports for the domestic economy 
in terms of the actual activity levels 
supported”. 

Three other chapters of the book 
are mainly expository, one explain¬ 
ing the theoretical validity of the 
Heckscher-Ohlin theorem, another 
reporting LeontieFs inquiry and 
the discussion around it and die 
other explaining the eseentials of 
the input-output technique and its 
suitability to the investigation of 
foreign trade structure. Of these 
the first certainly leavea much 
room for improvement, what widi 
the sudden transition from a fixed- 
coefficients model for the pre-trade 
case of Sec 3.1 to the variable-co¬ 
efficients model for the post-trade 
case of Sec 3.2, with a diagram 
(p 9) which behaves the way it 
does only because the author asks 
it to do eo (whereas the adoption 
of the familiar Lerner-Pearce dia- 

f ;ram would have been more help- 
ul) and with the underrating of the 
difficulty for the Heckscher-Ohlin 
model caused by factor-intensity 
reversals. As to the last point, the 
last 8 lines of Sec 2-3 on p 3 are 
clearly wrong. As Arrow, Chenery, 
Minhas and Solow have shown, 
factor-intenaity reversals are not 


«dy diaoiaduUy pUiuiMa 
tba elasticity of factor snbdilMlihit 
is neither saro nor unity for ail this 
sectors) but also empirically vety 
important. (Inadentaily, this ^be- 
nomenon of changes in the raaiditg 
of seoton by factor-intensity is e 
biii^ly iateretting albeit difficuh 
isstte yet to be colored by empiri¬ 
cists interested in India’s foreign 
trade pattern. We can also note 
hire that an adequate theoretical 
and empirical consideration of t^ 
issue might be fruitful in explain¬ 
ing some of the ‘paradoxical’ find¬ 
ings of Dr Bharadwaj in his paper 
on the structure of Indo-U S trade 
in the Indian Economic Journal, 
(ktober 1962). The input-output 
technique to analyse the problons 
of international trade, by aasunqi- 
tion, evades this problem as it does 
many others. 

Although theoretical analyses are 
not the strong points of this bode, 
there is no doubt that Bharadwaj's 
cautious and painstaking empirical 
efforts in the face of tremendous 
odds are admirable. 

Europewi Integimtion and 
Ikevdoplng CountriM 

^CSTERN European integration 
poses three main problems for 
developing countries. The first of 
these is the problem of western 
European markets for their exports 
of primary products. The Rome 
Treaty provided for the establish¬ 
ment of a common agricultural 
policy. The policy is expected to 
maintain and perhaps even rein¬ 
force the post-war trend towards 
growing agricultural self-sufficiency 
in the EEC area. Although agri¬ 
culture is formally excluded from 
EFTA arrangements, agricultural 
agreements may be reached bet¬ 
ween the member countries; and 
if some form of relationship were 
worked out between EEC and 
EFTA members, agriculture would 
almost certainly be included within 
the scope of that relationship. The 
question that arises, therefore, is 
this: how can adequate provision 
be made for the farming communi¬ 
ties of western Eurc^ while con¬ 
tinuing to olTer expanding import 
markets for agricultural commodi¬ 
ties, whether temperate or tropical, 
produced in the developing coun¬ 
tries? — World Economic Survey, 
1962, U N. 
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Oon’i let your eo(ineeria| proUem defeat 
you...don’t five up...don't put the hndi of 
the clock back...tbe defeace and develop¬ 
ment of our country if all-Impoitaat... 
Consult Greaves and go ahead. 

Ob land, sea and air...for every national 
engineering problem...Greaves have the right 
approach...the right answer. They have the 
SKill...thev have the tools...they have the 
unrivalled engineering experience of more 
than a hundred yean. 
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Foeos on Education 


Phll^ Bradley 

< >1 

Llvlns ud WoHcinc Conditioiis of Prlnwry School Teaehen by V P Pcthe, Populor Book Depot, 1962, Fp v+TO, 
R« 5.00 

WoMoge in CoUegc Edncoiion by A R Kamath and A G Oeshmukh, Alia Publiihlng House, 1963. pp xiv+202, Rs 8.00 


■pHESE two reports point up some 
of the problems confronting 
educational development in India. 
Die firtft deals particularly with 
the morale effects of the economic 
status ani working conditions of 
primary'school teasers in Shola- 
pur. ihe second analyses the per- 
Formance (or lack pf it) among 
students at the University of 
Poona. 

Both reports are statistical, but 
]uite different in technique. The 
Srst is based on a detailed ques¬ 
tionnaire distributed to the 900- 
odd teachers in Sholapur, of whom 
362 (74 per cent) responded. The 
questionnaire itself is unusually 
[comprehensive and hardly requir- 
pd direct interview — at least 
within the framework of the study. 
The second study utilises the 
university records and does not 
attempt to go beyond the data ob¬ 
tainable from them (age, caste, 
marital status, family occupation, 
and SSC as well as college grades). 

Vicious Circle 

The Sholapur story, if typical 
For other cities and towns, under¬ 
lines a major concern for the 
educational planner. The author 
demonstrates the existence of a 
vicious circle: inadequate pay 
scales resulting in the necessity of 
employing under-educated teachers: 
overloads of teaching; lack of 
incentives for self-improvement. 
The consequent low morale among 
the teachers inevitably affects the 
quality of instruction. 

It would be easy from this study 
to draw a drab picture of the 
economic problems confronting pri¬ 
mary tendhers. They are too well 
known to require detailed analysis 
here. Oue > statistic is, perhaps, 
enough; the lowest monthly family 
(not individual) income — less 
than Rs 50 — is reported by 15; 
the highest — more than Rs 300 — 
is reported by 16. In terms of 
teaching sala^, 56 report less than 


Rs so, only 30 leporl a salary of 
Rs 12^150. The author himself 
says that, although the inquiry was 
made in 1954-55, "the conditions 
described are not much out of con¬ 
text for the present”. 

Describing the ecmiomic hard¬ 
ships as to hiring conditions, debt, 
etc, (as the author does in vivid 
detail), is not necessary here; they 
are well known. It is more per¬ 
tinent to indicate what the teachers 
themselves think are some of the 
internal problems of the primary 
schools which could be rectified by 
more effective organisation and 
planning. 

More Teaefaer-Partieipation 

The teachers identified four de¬ 
fects, about which something might 
be done by any school system 
seriously concerned with upgrading 
the quality of the fiixt stage of 
education They arc: (1) the 
shift system of school working; (2) 
inadequate organisation of basic 
education; (3) lack of subject 
specialisation among teachers; (4) 
excessive pressure of work. 

Every one of these problems has 
Its own fiscal implications. Every 
one is, however, susceptible of im¬ 
provement — if and when primary 
education is recognised as a major 
form of economic investment in the 
future of the city, and the nation. 
Even within present and planned 
educational resources. improve¬ 
ments are possible. 

One way to approach improve¬ 
ment, as demonstrated by experi¬ 
ence in many countries, is to draw 
the teachers themselves more fully 
into the organisation and planning 
of local education. Were teachers 
given more responsibility (and 
authority) by^ local school manage¬ 
ments for the internal operation of 
the school system (curriculum, 
elass organisation, ete) initiative 
would be stimulated and ideas for 
improvement activated The ab¬ 
sence of incentive often results 


from the lack Cor the negation) of 
opportunity. This condition — 
highlighted by this study — is, 
peilu^, more reversible in educa¬ 
tion than in other areas of wodc, 
because, in most cases, teachers do 
not enter the profession primarily 
from pecuniary motives. The costs 
of greater teacher-participation in 
the organisation and planning of a 
school system are nil. The returns 
may be high not only in improved 
morale but in better utilisation of 
available resources. 

Fifty Per Cent Wastage 

The study of degree students at 
the University of Poona by Kamat 
and Deshmukh, was carried out by 
the Gokhale Institute of Politics 
and Economics. It points an all- 
too-familiar picture. To the “wast¬ 
age” of the title the authors add 
“sttgnation”. Their first study 
includes an intensive study of the 
entrants to Fergusson College dur¬ 
ing 1949-51, projected to 1959. 
The authtos seek here, among other 
questions, -to determine why so 
many students do not complete 
their college course in the normal 
period, limir second study records 
the extent of failures on the pre¬ 
degree examinations at the Univer¬ 
sity of Poona in 1961 (about 
14,000). 

The statistical analysis of these 
two groups is extraordinarily com¬ 
prehensive. Not only is there a 
breakdown between arts and science 
students but a cross-section anaivsis 
from almost every conceivable 
anele To mention only some will 
indicate the thoroughness of the 
Statistical correlations: school. 

SSC examination results, age, sex. 
caste, family occupation, and in¬ 
come. Altogether, there are over 
125 analytical tables for the two 
groups. 

llie percentage o( failuies run< 
hieh in all Indian universities 
Wastage fand stagnation) occur at 
what may be called an educationally 
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uneconomic rate: an ettimated 
wastage of about SO per cent lot 
arts rtudcnts and of about 35 per 
cent lor science students. What to 
do about it? 

The authors do not seek to, and 
do not, provide the answer. They 
do, however, reveal (in their 
second study) significant disparities 
between achievement in a particular 
subject at the S S C and the pre¬ 
degree examination levels. Their 
statistical analysis seems to point <to 
the inadequacy of secondary educa¬ 
tion to piepare students effectively to 
pursue the same subject in college. 
This “gap” is not exclusively an 
Indian phenomenon; it is found 
elsewhere, even m some so-called 
“advanced” countries 

Pkre of Secondary Education 

It is a gap, however, which 
must be overcome — by closer co¬ 
ordination (as is being attempted in 
many countries) between the archi¬ 
tects of curricula in the schools 
and the colleges. No secondary- 


education system can or should be 
ggerad primerily to the interests 
of future college students. It should 
aim at equijqring the rank and file 
of future citizens to live happy and 
effective lives— economically, soci¬ 
ally, politically. For the future 
college student, the high schools 
need to provide sound study 
habits and an acquaintance with 
the plectrum of possible future 
career Bpeciaiiaations. The first is 
the more important; the present 
problem dn India seems to be to 
reorient the method rather than the 
content of education — at all levels. 

This hypothesis is substantiated 
by both Poona studies. As Profes¬ 
sor D R Gadgil says in his Fore¬ 
word to the volume, “The data 
would appear to indicate that those 
with the best results at examina¬ 
tion tend to take chiefly to medical, 
engineering and natural science 
studies. This leaves social sciences 
and the humanities with relatively 
unpromising material; the effects 
of this trend arc already noticeable 
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and apparently the trend is evidei 
even in other countries of Soul 
Asia”. 

This volume is the most detailt 
study of its kind available for an 
Indian university. It points to 
major problem of higher educatu 
today; “the structure and methc 
of examination”. Tlie authors’ at 
tistical analyses are so detailc 
that their significance for educati< 
nal (even examination) plannir 
is sometimes lost in the wealth i 
figures they present. It would has 
been interesting had they presenh 
more of their own comments an 
conclusions on the implications i 
their findings. 

Behind this formal record 1 
deeper questions of purpose ar 
method in higher education for tl 
India of tomorrow. Unless tl 
colleges and universities relate the 
training (and examination) mo 
effectively to individual and nati 
nal needs, they will not realise the 
potential in helping to build tl 
new India. 
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A Policy for Ladakh 


Batraj Pori 


Ladakh, which bore the brunt of the Chinese aggression along unth UEFA, u recaving generous attend 
lion from the Government of India. But in some respects this attention is rather excessive and in others 
needs to be tempered with a litUe realism. 

The setting up of family planning clinics in the district, which has an average population density of 
2J5 per square mile, a^ the digging of the Ranbir canal which sank as soon as it was complied are in¬ 
stances of misdirected effort. Similarly, the administrative expansion is perhaps an indication of mere over¬ 
enthusiasm. 

All the money spent and all the efforts of the officers of the I F A S have certmnly not been in vain. 
To be sure, they have succeeded in bringing about a profound transformation in the life of Ladakh. But 
the manner and speed of the changes are of vital importance. 


SIMILAR ccmtroversy is current¬ 
ly going on over how fast and 
how best to integrate NEFA with 
the rest of the country. In a gene¬ 
ral way, it could be contended that 
the vacuum caused by a sudden 
transformation more often than not 
leads to replacement of traditional 
values and disciplines by modem 
vices. Morever, changes sought to 
be brought about by outsiderB — 
whether missionaries, officers or 
traders — are rarely lasting and 
invariably wound local susceptibi¬ 
lities. 

But beyond this general statement, 
the debate over what has come to 
be known as a philosophy for NEFA 
has not much relevance for Ladakh. 
Ladakh ia just not a tribal area. It 
has history, culture, literature, reli¬ 
gion and leadership in the sense in 
which we know these terms. It has 
extended its domination over, and 
has in turn been dominated by, the 
neighbouring states. As the major 
entrepot for trade between India, 
Central Asia and Tibet, Leh — the 
district headquarter of Ladakh — 
has, for centuries been a centre of 
conHuence of diverse cultures. 
Having been governed by British 
governors and senior Dogra officers 
(though they did not govern much), 
Ladakh is not quite ignorant of the 
ways of administration. 

m 

In view of this background, M 
attempt at rapid assimilation in 
Ladakh would involve demolition 
of a demier and stronger tradition 
than might be the case in other bor¬ 
der areas. The risks in disturbing 
a stabler society are ^(eater and 
resistance stronger. 

It is not modernisation as such 
that k behig pmdged. B«t if econo¬ 


mic development merely succeeds 
in eroding the local culture, dis¬ 
integrating the native personality 
and destroying its self-confidence 
there could hardly be a surer road 
to shatter the psychological defen¬ 
ces in this frontier area and hence 
a better service to the enemy. 

A sense of pride is a great asset 
of the people of Ladakh. But when, 
for instance, the “Rtmpoche” (di¬ 
vine), as they call their leader, 
waits his turn for an audience with 
the district officer, that pride is cer¬ 
tainly hurt 

No Rapport with People 

The traditional leadership of 
Ladakh has adjusted itself to a poli¬ 
tical role and is entitled to claim 
and use the political powers in the 
district. The only fair basis for re¬ 
solving the present tension between 
Ladakh and the administration is 
the acceptance by the latter of 
Ladakh’s supremacy in all policy 
matters. Whatever be the truth in 
the many popular grievances against 
the administration—of which Ladakh 
has now an over-doze — behind the 
grievances is the lurking fear that 
the administration intends to sup¬ 
plant or undermine the local leader¬ 
ship. It goes without saying that 
the leaders, too, on their part, need 
a better appreciation of the role of 
administrators In any case the need 
is not Only for a more precise deli¬ 
mitation of the functions but also 
for much greater harmony between 
the leaders and the officers. 

This is in no sense a plea for the 
status quo. It is rather to ensure 
a smooth process of evolution. The 
leadership of Ladakh, particularly 
in its political roie. ia being ex¬ 


posed to new ideas, which are also 
permeating the lower ranks. With 
165 schools in the district — as 
against 53 ten years ago — a new 
educated class is emerging among 
which there are a few rebels also. 
A rebel is indeed a very useful 
member of society and deserves pro¬ 
tection and equal rights. But exces¬ 
sive patronage can only be self-de¬ 
feating. An administration, subordi¬ 
nate in status and policy matters to 
the local leadership, but impartial 
in day-to-day work can help in 
gradually preparing the ground for a 
healthy political rivalry, without 
being a party to it. 

The present failure of the ad¬ 
ministration in establishing rapport 
with the people and their leaders 
can hardly be explained, much less 
justified, by its preoccupation with 
development work. For the achieve¬ 
ments in that field have not been 
very striking. A large part of the 
budget allocation remains unutili¬ 
sed. In 1960-61, out of an alloca¬ 
tion of Rs 115 lakhs, only Rs 64 
lakhs could be spent. The expendi¬ 
ture in the following year dropped 
to Rs 44 lakhs agsunst the budget 
provision of Rs 80 lakhs. Tlie ac¬ 
tuals for 1962-63 are not available 

Nor can it be claimed that every 
penny is wisely spent. The scandals 
of the Ranbir canal and the Leh- 
Kargil Road alone are sufficient to 
counter any such claim. 

Apart from human failings in 
execution, economic policy itself 
suffers from an element of over-en- 
diusiasm. The blue prints of indus¬ 
trial and mining developments 
publicised by the Government tend 
to overlook that Ladakh is still 
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essentially a pantoral economy. Tbe 
numerous oeveiopment s^epes 
would lack a firm foundation until 
Its pastoral economy is adequately 
prot«;ted and gradually improved. 

Ladakh has lost some of its tra* 
ditional pastures to the Qiinese. 
The cattle of the Tibetan refugees 
have increased the pressure on the 
rest. A devastating famine has con¬ 
sequently taken a toll of 30 to 40 
thousand heads of cattle. The con¬ 
tingency was not anticipated. And 
if now its future consequences are 
not guarded against in advance, 
the famine of wool might take a 
human toll also in the coming 
winter. 

The foremost economic problem 
of Ladakh, therefore, is to grow 
grass and fodder at high altitudes 
and to improve the quality of its 
sheep and goats. The pastoral peo¬ 
ple should be enabled to make good 
the loss of Tibetan wool, in quan¬ 
tity as well as quality. 

Anti-erosion measures to meet 
the pastoral needs could also be 
the base for improving agriculture, 
which due to the paucity of rainfall 
(only 3 inches a year) depends en¬ 
tirely on irrigation. Here, too, uii- 
.successful experiments with the 
digging of canals would suggest that 
the traditional small kuhls should 
get precedence over ambitious irri¬ 
gation projects. 

More diversified development 
should certainly not be ruled out. 
But if it is at the cost of the pasto 
ral-agrarian needs, it would not be 
an unmixed gain. 

Divergent Pulls Within 

The above observations aie appli¬ 
cable to the whole region. A realis¬ 
tic policy for Ladakh should, how¬ 
ever, take into account the further 
complications of the Ladakh 
problem. 

One such complication in the 
situation is the divergent pulls to 
which Leh and Kargil, the two 
main-subdivisions of the district, 
are subjected due to different reli¬ 
gious and cultural backgrounds, 
notwithstanding some obvious simi¬ 
larities. A study of the geo-politi¬ 
cal peculiarities of each region of 
the district is necessary for framing 
practical policies for them. 


Out of an area of 45,762 square 
miles of the Ladakh district, which 
was more than half of the area of 
the undivided state of Jammu and 
Kashmir, 9,500 square miles were 
lost to Pakistan in 1947. The popu¬ 
lation of the 238 villages on the 
Indian side i.s 88,000. The Buddhists 
who preponderate m the Leh sub¬ 
division are a little more than half, 
the rest are Muslims of the Shia 
sect and live m Kargil. 

The Leh valley stretches along 
the Indus. The Khardung La pass 
(18,300 ft) separates it from Nubra 
in the north and Change pass 
(18,500 ft) from Chushul. The 
15,000 ft high Kupshu valley is in 
the south and Zanskar is in the 
south-west. Most of the Chinese ag¬ 
gression has been in the Chang- 
chanmo valley (15,000 ft) in the 
east. 

The entire area of Leh professes 
Buddhism and owes allegiance to 
their Lamas who have their own 
discipline and hierarchical order. 
The Head Lama of the premier 
monastery at Hemis. 20-year old 
Staglldan Raspa, is in Chinese hands 
at Lhasa, where he had gone for 
theological training. The next in 
Older of precedence is Kushak 
Bakula, who is now a minister in 
the Kashmir Government. 

Affinities with Tibet 

As Ladakhis had spiritual and 
religious affinities with Tibet, attem¬ 
pts were made by the new rulers of 
Tibet to tamper with their loyalty 
to India. With the flight of the 
Dalai Lama from Tibet, however, 
the centre of their loyalty, too, has 
shifted But much remains to be 
done to make Ladakh self-.sufficient 
m religious matters A visit of the 
Dalai Lama to Ladakh could go a 
long way in this direction. But, for 
inexplicable reasons, the Dalai Lama 
has not visited Ladakh so far. 

Avprinting press at Lhasa used to 
cater to the need.s of literature in 
Bodhi (the language of Ladakh) 
The only printed material they now 
get is a weekly paper published in 
Kalimpong and it takes many weeks 
in transit A local arrangement 
would obviously be more helpful in 
keeping the people in touch with 
the rest of the world and in en¬ 
couraging local literary talents. 
Likewise, a broadcasting centre at 
Leh and better attention by the 


AIR and the State Cultural Acade¬ 
my would also be helpful. 

Apart from Tibet, Ladakh had 
its religious, cultural and ethnic ties 
with Padar (north-east of Jammu), 
Lahul, Sapiti and Chini. A road 
link through this route — as de¬ 
manded by Kushak Bakula recently 
-—will not only open Ladakh to an 
area of its natural affinities hut will 
also be of great strategic value, 
particularly when the present Leh- 
i^jugil road is so vulnerable to a 
Pakistani attack. While the feasibi¬ 
lity of a single administrative unit 
for Leh, Padar, Lahul, Sapiti and 
Chini may be debated, the need for 
concerted efforts to integrate these 
regions through better communica¬ 
tion and cultural exchanges cannot 
be questioned. 

Muslim Papulation 

A community whicli is a little 
outside the mam stream of the life 
of the region is the nomad Chamg- 
pa in Rupahu which is at an alti¬ 
tude of 13,500 to 16,500 ft and is 
the highest inhabited region on the 
earth. Some approaches could be 
made to persuade these nomads, 
with the offer of necessary facilities, 
to lead a settled life. They could 
then be integrated more closely 
with the rest of the population in 
the area 

Kargil, however, is different. It 
is rather sore over the importance 
Leh inevitably gets in any Ladakh 
policy and is no longer keen to 
rontiniie the association Separated 
by Falu La (13,400 ft) from Leh 
and by Zoji La (11,530 ft) from 
Kashmir valley, Kargil has a little 
less than half of the population of 
the district Belonging to the Shia 
sect of Muslims, the,y are a distinct 
cultural and linguistic entity. 

Kargil is deeply religious. The 
Mullah.s, some of whom had their 
theological training in Arab coun¬ 
tries, are its religious and secular 
leaders and are organised under the 
banner of Jamiat Ulema. Nothing 
seems to have been done to affiliate 
tins organisation with its Indian 
counterpart and to bring the people 
into closer touch with the Islamic 
Centres and Shia leaders in the rest 
of India. This is necessary and pos¬ 
sible, particularly because Sunni- 
dominated Pakistan has not much 
of an appeal for the Shia Muslims 
of Kargil. 


1149 








TREE OF GOOD OMEN 


'J'HROUGH the growing heat of 
the Indian summer the earth 
lies waiting for the munaoons. The 
rivers are low and the grass turns 
yellow with thirst. But then at last 
the storm clouds come, bringing 
rain and life to the dusty land — 
the cycle of life begins again. In 
July the Kadamba tree blossoms in¬ 
to golden ball-like flowers The fifth- 
century poet, Kalidas, tells us how 
the women of Alakapuri would 
adorn their hair with these flowers 
to welcome and celebrate the revival 
of the earth. 

A new revival is now taking place 
in India, one that is dependent not 
upon the vagaries of the weather 


I 

but on the skill and knowledge of 
man. A technological and scientific 
revolution is transforming the world, 
helping to eradicate disease and 
hunger and to piomolr peace and 
well-being in every land. In India 
it is the Government’s policy to ‘en 
sure for the people of the country 
all the benefits that can accrue from 
the acquisition and application of 
scientific knowledge" and now it is 
being assisted in this high ideal by 
the establishment in India of a 
large modern Centre for chemical 
and biological research. 

This Centre, the first of its kind 
in South Asia, ha.s been built and 
equipped by CIBA, and is the im 


Tll« 

apSratioD of the cotiqMUiy’s Ciuui 
man. Dr Ro^rt Kae|^i. The nei 
Centre will form part of a gres 
corporate undertaking, the aim c 
which is not only material progres 
as such but also the establtshmec 
of conditions of equality hetweei 
man and man and between natioiu 
By providing India’s young acien 
lists with the fipest facilities fo 
research CIBA will not only pro 
duce results of direct practical valu 
to the country’s welfare and pro 
gross, but will also reinforce tha 
scientific revolution so essential ti 
Asia’s future. 

The 70-acre Centre, designed anc 
built in little more than two yean 
is at Goregaon, Bombay, its whit< 
buildings surrounded by palms am 
mango trees. At the inauguratioi 
ceremony on March 21st, before < 
crowd of over two thousand, thi 
Prime Minister, Mr Nehru, wel 
corned the concept of the Centn 
and wished it every success. He fel 
sure that ‘founded as it was on i 
great deal of thought and served bj 
eminent scientists, it was bound tc 
do good work, good for India anc 
good for the world’. Were he young 
er, said Mr Nehru, and scientifically 
inclined, he would like to work in 
such surroundings and under such 
conditions Before he left the Prime 
Minister helped commemorate the 
opening by planting a young 

Kadamba tree near the main en¬ 

trance From the Mahabharata we 
know that this tree once flourished 
over large parts of India but the 
gradual desiccation of the land has 
led to its comparative rarity today. 
Although silent per''umed groves on 
the banks of the Jamuna no longer 
exist, it was here in Vrindaban that 
Lord Krishna played his flute and 
with his music drew the village 

‘gopis" to him Gone, too, are the 

temple gardens where the Kadamba 
used to bloom, but in Chandigarh, 
symbolic of the new India, it i-s 
once more being planted, its glossy 
light-green leaves affording shade 
and shelter, its yellow flowers swee¬ 
tening the air. And at Goregaon, 
too, a Kadamba tree ha.s taken root, 
a syTnbol of fertility and growth to 
the scientists there who are working 
towards the betterment of the Indian 
people and the welfare of the world. 

CIBA of India Limited 
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Political Systems: An AntliropidogicarApproach 

P G Gangtdy 

This paper is concerned unlh a eritieal appndsol of v»ioHs models of polUies, politiaol systems and 
polUioal orgmimions such as eonsdously or aeonsciously devised by arOhropologistM and reported in seme 
of the major works of the last twenty years, 

The search for an 'anthropological approewk to the study of political sytieitu, an approach d^erent 
from that of poUtical sdeatists, leads to the coridusioa that there has been no such approach, on a theoreUeai 
or conceptual level. 

Does this mean that ‘a/Uhropologicat studies of political systems add nothing to our knowledge? 

The answer is a definite 'no' so far as knowledge here means conceptual precision, theoretical formu' 
lotions or even terminologiiml agreement 

Anthropological studies hav« produced a mass of 'facts’ on a number of cultures and societies which 
were earlier unknown or inadequately known to conventional students of economies, political systems, law, 
and so forth. As a last resort, therefore, field-work may be pleaded ca the distincUve feature of the 'anthnh 
pological’ approach. 

Stress on field-work was very necessary during Malinowski’s times as a reaction to the enthusUam of 
the stalwarts of the school of urUlineal evolution; but it has now more or less become the accepted method, 
wherever possible, for collection of data in all social sciences. Some branches of knowledge with a hmvy 
hangover of speculative traditions, for instance economics and political science, may perhaps have a lot to 
learn from anthropologists so far as field-work is concerned. 

Since field-work is now gradually being adopted by others, anthropologists may console themselves 
with the thought that the 'anthropological’ approach is spreading. But to accept this consolation is to ad¬ 
mit that the 'anthropological’ approach will soon cease to have anything anthropological about it and will be 
called merely field-work by those who use it. 

The 'anthropological’ approach, as applied to the study of political systems, can be conceptually 
considered to be different from the approach of political science, if this difference can be shown to the credit 
of anthropology in practice This being not possible at the moment, the ‘anthropologicaT approach to politi¬ 
cal systems remains a fruitless article of faith. 

[JAw paper was presented to a seminar at the Institute of Advanced Studies, Canberra, in September 
1960. It does not, therefore, include comments on wotks published since then. The author intends to 
publish a sequel to this paper which will include a systematic bibliography.] 


JN this paper I brie.ly report the 
results of a part of my continu¬ 
ing search for an ‘anthropological 
approach’ or approaches towards a 
study of what has been variously 
conceptualised as politics, political 
systems and political organisation. 
This search became imperative al¬ 
most as soon as I began my ‘held 
work’ on tribal politics in an Indian 
steel town. Jamshedpur, the town 
and the focal area of my held work, 
IS a town with a population of 
about 300,000 sprawling around a 
steel factory with an annual produc¬ 
tion of 2,00,000 tons of steel and 
a number of subsidiary industries, 
with a couple of exceptions, de¬ 
pendent on this steel. The second 
biggest cosmopolitan city of the 
state of Bihar, it is situated in what 
is known as the Chotanagpur Pla¬ 
teau which, since an undatable 
past, has been the home of ‘tribal’ 
categories of various description. 
About 16,000 tribal workers de¬ 


pend on the Jamshedpur industries 
for their living and since they are 
mostly classihed by the industrial 
concerns as unskilled, they consti¬ 
tute the lowest levels of the econo¬ 
mic hierarchy in the town. Jamsbed 
pur IS completely owned by the 
Tata Iron and Steel Company and 
IS also serviced and administered 
by it. Jamshedpur has a ‘Town 
Administration’, a topheavy, hierar¬ 
chic bureaucracy consisting of com 
pany employees of various descrip¬ 
tion It is strongly paternalistic in 
its ideology and, as usual in such 
a situation, it is assumed that the 
Big Brother knows what is good 
for the society and he does always 
everything to ensure it. There is 
no electra local government in 
Jamshedpur and therefore the most 
important arena for local politics 
does not exist in the town. Under 
the circumstance, it appeared to me 
for some time after I reached my 
field that the problem I wanted to 


study did not exist. Confronted 
with such a frustrating situation, I 
was forced to examine the nature 
of what I understood as politics at 
a student of anthropology and in 
this paper I submit for discussion 
the results of a part of my enquiry. 
In effect, I am concerned With 
a critical appraisal of various mo¬ 
dels of politics, political syatemB 
and political organizations as cons¬ 
ciously or aeonsciously devised by 
anthropologists and reported in 
some of the major works of the 
last twenty years. Needless to say, 
a detailed analysis of this kind will 
produce results requiring a full 
length book. Within the limited 
space of this paper, therefore, I am 
necessarily selective in my referen¬ 
ces but I hope that they are ade¬ 
quate as evidence in support of 
some of my conclusions and also 
as an indication of the value of 
much-needed enquiries of this kind. 
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; ttlw 1hn>bleni and It* Per»pective 

i A ‘palitical system’ or ‘poUtka* 
Is normally studied by political 

« scientists. What special contributions 
Qould 1 make, 1 aaked myself, to 
the study of tribal politics with my 
background of anthropology and 
sociology while, for the time be¬ 
ing, ignoring my background as a 
student of jwlitical science? The 
answer that first came to my mind, 
originated from the fact that politi¬ 
cal scientists ordinarily do not 
study tribal politics and, therefore, 
this can be taken up by an anthro¬ 
pologist as a left-over. This con¬ 
venient answer on second thought, 
however, did not appear to be an 
answer at all — it only gave rise 
to more questions. A number ot 
political scientists — David Apter, 
for instance — are now successfully 
turning towards the study of tribal 
societies in which political and 
administrative institutions developed 
mainly in England are being incor¬ 
porated. I am referring to Apter's 
book “Gold Coast in Transition’’. 
The ‘left-over’ justification for an 
‘anthropological’ approach to poli¬ 
tical systems is, therefore, based on 
a shaky foundation. In addition, I 
found it difficult to accept this 
justification on account of a feel¬ 
ing whicli, 1 hope, is not merely 
personal, I felt that if 1 failed to 
discover a sound conceptual basis 
for an ‘anthropological approach’ 
to political systems, my work will 
probably be merely an incompetent 
intrusion into what legitimately 
falls within the expertise of politi¬ 
cal scientists. I did not find it easy 
to wish away this intellectual dis¬ 
tress with the consolation that 
political scientists who have <.tudied 
tribal politics are still luckily very 
few and, therefore, anthiopologists 
in fact have almost the whole fer¬ 
tile field for research left to them 
selves. 

Anthropologists generally assert 
that their works on politics or poli¬ 
tical systems are different in kind 
from the works of political scient¬ 
ists, and anthropological studies 
have a nature and objective denied 
to the tradition of political scientists. 
Political scientists, traditionally so- 
called, would uncritically but readi¬ 
ly have granted me the benefit of 
this assumption for they, in their 
turn, tend to assume that they have 
interests and objectives which fall 
dutside the scope of anthropology 

. I1S2 



and sociology and thereby consti¬ 
tute the distinct fi*ld of study co¬ 
vered by political science. Almost 
all anthropologists to my knowledge 
who have written on politics, politi¬ 
cal systems or polkical organiza¬ 
tions, are agreed that they found 
the works of political scientists of 
no use on account of the ‘fact’ that 
political science deals with complex 
societies and operates with concepts 
which at be.st are valid mainly in the 
political systems of the West. Thus 
we see that so far as anthropology 
and political science are concerned, 
the practitioners of these two dis¬ 
ciplines have helped each other in 
creating distinct self-images of their 
points of view and objectives. 

I must, therefore, try to discover 
the characteristic anthropological 
point of view that can be brought 
to bear upon the study of politics, 
tribal and non-tribal, a point of 
view' operationally useful for re¬ 
search and analytically distinct 
from the point of view or prespecl- 
ive of political science. 

“African Polillval Systeini*’’ 

1 want to begin this search by dis- 
cussing the theoretical foundation 
of “African Political Systems’’, the 
first concerted effort on its scale 
for applying ‘anthropological ap¬ 
proach’ to the study of political 
systems (1940) In effect, it con¬ 
tains a description of what has been 
conceptualised by Radcliffe-Brown 
as a political system, based on 
field data from eight African tribes 

The significance of this book can 
he judged from the fact that since 
Its publication till today, despite 
criticism to which it has been sub¬ 
jected from time to time, it has re¬ 
mained the primary souice of in¬ 
spiration among anthropologists 
with interest in political systems. If 
also appears to be, perhaps, the 
only study on political system.s by 
anthropologists which has, with 
some success, attracted the attention 
of a few political scientists who are 
unhappy about the conventional 
conceptual foundation of their dis¬ 
cipline. (The Political System, 
David Easton). As a first study, 
“African Political Systems'" was a 
courageous effort and, to my mind, 
Radcliffe-Brown at least posed the 
fundamental problem with his cha¬ 
racteristic perspicacity. The papers 
included in that book, however, do 
not show any ooncem with concept 


thee p’iit t d 

and theory —they were field re¬ 
ports! My discussion, thei^ore, 
will be based mainly on Redcliffe- 
Brown’s introduction and occasion¬ 
ally on the formulations of Evans- 
Pritchard and Myer Fortes. 

Stressing the need for conceptual 
clarity and what I have elsewhere 
called model-building, Radcliffe- 
Brown gives a very sound advice 
which IS, alas, generally ignored in 
anthropology by one and all. Says 
Radcliffe-Brown:* 

“ The successful use of the compa- 
ralive method depends not only upon 
the quantity and quality of the fac¬ 
tual material at our disposal, but also 
upon the apparatus of concepts and 
hypothe.sis which guide our investiga¬ 
tions. The difficulty in science is not 
in finding answers to questions once 
they have been propounded but in 
finding out what questions to ask ” 

Then again: 

“ The factual materi,il available for 
a comparative study of the political 
insiuutions of the simpler societies is 
inadequate both in quantity and qua¬ 
lity . . The quality of descriptive 

data, their value for compamtive 
-itudy, depends to a considerable ex¬ 
tent on how the observer understands 
the thtoietical problems for the solu¬ 
tion of which the data he collects 
arc relevant. In science, observation 
and the selection of what to record 
need to be guided by theory 

These jiaragraphs speak for them- 
seKes very clearly aud my sug¬ 
gestion. elaborated elsewhere, that 
foi a .systematic study, one ha.s to 
/ipg(7i with an explicit model, is in 
(’ompletc agreement with Radcliffc- 
Rrown’s, views He makes the 
following specific observations on a 
model for studying political institiT 
tions 

“ If wc are k> study political insti¬ 
tutions in dbstr.action from other fea¬ 
tures of social systems we need to 
make sure that our definition of 
' political ’ IS such as to mark off a 
(lass of phenomena which ran pro¬ 
fitably be made ihe .subject of separate 
theoretical treatment” (p xii) 

Kadcliffe-Bi own's definition of 
‘political’, to mark off a class of 
fihenomena which can profitably be 
made the subject of separate the¬ 
oretical treatment, is as follows. 

“ In seeking to define the political 
struiture in a simple society, we have 
to look for a territorial community 
which 18 united by the rule of law 
By that is meant a community through- 

* “African Political Systems”, (ed) 

Evana-Pritchard and Mver Fortes, 

Introduction by Radcliffe Brown. 

1940, p xiu. 
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out which public lentiiiaent is con¬ 
cerned either with application ot 
direct or indirect pen*] MOctioiu to 
any of its own members who offend 
in certain ways, or with the settle¬ 
ment of disputes and the iprovtsion of 
just satisfaction for injuries within 
the community itself ", 

Our troubles really begin here. 
Though Radcliffe-Brown says, and 
most anthropologists uncriticadly 
follow him in this respect, that in 
the study of simpler societies an 
anthropologist finds that concepts 
and theories of political philo¬ 
sophers . , . are, unserviceable or 
insufficient, his definition of the 
‘political’ is nothing but a re-ap¬ 
pearance, in a rather mystic garb, 
of the conventional definition of 
state in political science, f do not 
want to elaborate this statement 
here because I will soon come to a 
paper by M G Smith in which the 
foundational concepts of “African 
Political Systems” have been examin¬ 
ed in detail and rejected. I will, 
however, like to only point out 
here that Jong before “African Poli¬ 
tical Systems” appeared a number of 
political scientists like Charles 
Merriam, and Lasswell in America. 
George Catlin and Harold Laski in 
England and writers on political 
sociology like Michel, were re¬ 
examining the traditional con¬ 
cepts and categories of political 
science, thereby opening up a 
boundless field for further research 
Harold Laski's rejection of the con¬ 
cept of monistic views of sovere¬ 
ignly which were propounded by 
John Austin and his pluralistic 
interpretation of sovereignly were 
indicators of a new ‘sociological’ 
trend in Political Science and if 
anthropologists had taken care to 
acquaint themselves with the works 
of some of these writers, it would 
not hai'c been possible for them to 
reject ‘political philosophy’ with 
naive facility. Incidentally Rad- 
chffe-Brown, Evans-Pritchard and 
Fortes do not refer to Political 
Science at all — they refer only 
to political philosophy and they 
reject it as a whole body of know¬ 
ledge on the assumption that it deals 
with the ‘ought’ rather than the 
‘facts’ of political behaviour and 
its concepts refer only to a limited 
number of types — namely, to the 
Western types. Anthropology, as 
RadcHffe-Browii says, wants to 
develop concepts which w’ill be 


uiuversally applicable for analys¬ 
ing political systems. 

It is simply not true (hat the con¬ 
cepts of politica! jdulosopby relate 
to the Western types only4' In the 
West, Political Science has now a 
history 2500 years old, beginning 
with Plato and Aristotle. Aris¬ 
totle was interested in the model 
of a city-state but during the inter¬ 
vening period between Aristotle and 
our times, even m the Euroamerj- 
can context, political systems have 
been undergoing so many critical 
changes that if we take the trouble 
to analyse the works of major poli¬ 
tical philosophers, we shall find a 
variety of models for analysis. Con¬ 
sider for a moment the vast diffe¬ 
rence between Aristotle’s Politics 
and Machiavelli’s Prince and then 
it will become clear that the atti¬ 
tude of anthropologists to Political 
Science is very simplistic indeed. 
This reluctance of anthropologists 
to profit from a body of knowledge 
as old and as' new as political 
science, reflects a mood of self- 
complacency which is enemy num¬ 
ber one for fresh and creative think¬ 
ing. As f soon propose to show, 
this mood and neglect of concep- 
tional and theoretical problems 
prior to fieldwork on political 
systems, — a point so well clarified 
by Radcliffe-Brown as I showed 
earlier — make ‘anthropological’ 
studies on political system a« 
amorphous and confused as the 
works of some political scientists — 
the only difference being that 
anthropologists base their confusion 
on ‘data* drawn from unknown or 
unsatisfactorily known tribes while 
political scientists naturally depend 
for their ‘data’ on the societies 
known to them. I substantiate my 
observations by critically examining 
the models of ‘political systems’ as 
used by anthropologists in some of 
the major relevant works during 
the last 20 years, since the publica¬ 
tion of “African Political Systems” I 
want to do this by outlining the 
general trend of criticism to which 
“African Political Systems” has been 
subjected while postponing for a 
while my examination of its concep¬ 
tual arid theoretical foundation. 

Critical Appraisal 

“African Political Systems” 

While its theoretical and con¬ 
ceptual foundation has been largely 


left untouched, “African PolititMkl 
Systems’* has been subjeemd td a 
variety of criticism. TWs criticism 
has been essentially concerned in 
ai(thropoiogicat cireies with its 
three fold classification of ‘political* 
systems, namely (a) those in which 
political relations can be taken as 
coterminous with kinship relations 
(b) centralised states and (c) 
societies in which the characteris¬ 
tics of centralised states were not 
found and, therefore, they raised 
the question of the locus of power 
and authority in them without which 
they could not persist as viable 
entities. These were the stateless 
societies. 

Centralised states, even in ‘primi¬ 
tive’ Africa, were in broad features 
analogous to some of the systems 
included in the range then known 
in the complex societies of the 
West and this perhaps is the reason 
why despite a spate of fieldwoHc 
reports on centralised ‘political 
systems’ m Africa, theoretical mte- 
rest of anthropology in this area 
has been of a very languisliing 
kind. Active interest, however, has 
been maintained in anthropology 
in the stateless societies, taken up 
first as a research problem by 
Evans Pritchard in his “Nuer” pub¬ 
lished in 1940, the year in which 
“African Political Systems” was 
published. 

Indications, however, that the 
typology accepted in “African 
Political Systems”, is unsatisfactory, 
can be found m Oliver (1947) 
Brown (1951) and Bemardi (1952). 
Smith’s brilliant analysis of the 
foundational shortcomings (1956) 
is only mentioned at this stage for 
It needs a detailed reference a little 
later. Smith argues that with the 

theoretical apparatus of the contribu¬ 
tors of “African Political Systems”, 
typological refinements cannot gain 
much. Results of a number of 

studies spread over a decade have 
similarly compelled further classi¬ 

fication of what in African Political 
Systems were treated as stateless 
societies. Thus : 

“ Among politically uncentrallsed 
•ocietiet alone, there are several ex¬ 
amples which do not conform to the 
type mentioned in that book. In 
much of central Africa, for example, 
there are politically uncentralized 
societies in which there u no coepo- 
rate lineage. The main political struc¬ 
ture is provided by relations between 
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What has a radio or bicycle component to do 
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term “press tool know-how”. Engineering 
experience in precision drawing and forming 
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I Industry as a whole. 
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chiefs and villages at cognaitc kin 
related in various ways to a head¬ 
man and free to choose their village 
residence where they please. Political 
authority is here vested in Chiefs and 
headmen". (Gluckman 1950, Colson 
and Gluckman 1951). 

“ Another type is that in which 
political relations between local groups 
are controlled by the holders ^ sta¬ 
tuses in age-set and age-grade systems, 
in whom political authority is vested 
They are found mainly in East Africa 
among the Nilo-Hamitic-speakmg peo¬ 
ples and their neighbours (Hunting 
ford 1953a and 1953b, Gulliver 1953, 
Middleton 1953). Yet another in¬ 
cludes those societies in which pohti 
cal authority is vested in village coun¬ 
cils and associations, such os the Ibo 
and Yako ”. (Fordc and Jones 1950, 
Forde 1939). 

Here it looks as though we have 
a positive instance of anthropolo¬ 
gical contribution to the study of 
political systems. But let us ask 
the awkward question again What 
is all this classification about? 
Why, of course, about political 
systems or relations’ And what 
arc political relations? We re 
member Radcliffe-Browne’s an¬ 
swer in terms of law and warfare 
Eighteen years after him, let us 
sec, if Middleton and Tail who in 
“Tribes without Rulers” have under¬ 
scored the taxonomic re.finements 
which I noted in the last para¬ 
graph, have a new answer to our 
question. 

“ Political relations arc those in 
which persons and groups exercise 
power or authority for the mainten¬ 
ance of social order within a terri 
tory. They are twofold There are 
first those relations between a given 
unit and others, which ensure its 
unity vis-a-vis other units Thc.se ex 
temal relations may be seen as essen¬ 
tially antagonistic or competitive, and 
are likely to be tho«e based upon 
power devoid of legitimate authority, 
or at least uncontrolled by any supe¬ 
rior authonty. They arc between 
structurally equal units (nations, tri¬ 
bes, clans, lineages) And secondly 
there are those relations internal to 
the given unit, which ensure the cohe 
Sion of its constituent elements and 
its orderly internal administration 
These relations are particularly those 
of legitimate authority and are usual¬ 
ly between units arranged hierarchi¬ 
cally (king and subjecl. elan head 
and clan member) ”. 

It can be noted at the very out¬ 
set that Middleton and Tait distin¬ 
guish power from authority The 
former is concerned with compe¬ 
titive behaviour between ‘struc¬ 
turally similar units’, while the 
latter is hierarchic, administrative. 


specifically legitimate anti ensures 
cohesion internally to a given unit. 
This important distinction, clearly 
in need of further elaboration, did 
not occur to Radcliffe-Bnswn or 
to other contrihutors to the “Afri¬ 
can Political Systems” and as Smith 
has argued, brought them to grief. 
But no sooner we note with approval 
the analytical distinction between 
power and authonty than we find 
that Middleton and Tait have not 
been consistent in their application 
of this conceptual distinction to the! 
development of their arguments in 
the expository introduction. I will 
give only two examples. 

Example I 

According to definition (Page i) 
POLITICAL Relations are of two 
types 

(a) external (b) internal 
Properties of external relations 

Between structurally similar units, 
competitive or antagonistic, ensur¬ 
ing unity of a given unit vi.s-a-vis 
other units, devoid of legitimate 
authonty. based on power. 

Now. while referring to the three 
fold classification of African Poli¬ 
tical Systems, we are told Tlie 
third type includes societies in 
which political authority is uncen¬ 
tralised In them there is no holder 
of political power at the centre 
and snecialised loles with clearly 
defined political authority are less 
easy to find. 

Here our difficulties are two-fold. 
Since, hv definition, relevance of 
power IS between structurally 
equal units T do not see how we 
can logically seek power at the 
centre. Tf the rai.son d’etre of 
power is in competition, the ques¬ 
tion of its centralisation dors not 
arise for it is meaningless to talk 
in terms of a centralised compe¬ 
titive system. 

The second difficulty arises from 
a sudden introduetion of the con¬ 
cepts of ‘political authority' and 
‘political power’ We were earlier 
told that ‘political relations’ are 
of two types — one based on power 
(not Dolitical power) and the other 
based on authority (and not poli¬ 
tical authority) This is no mere 
quibbling of words for if we talk in 
terms of ‘political power’ and 
‘political .authority’, we are inesca¬ 


pably assuming that thane ttra ' 
various types of power and au^ue ‘ 
rity. The problem which we theft ( 
have to face is one of discoveringr ' 
the properties that render power 
and authority ‘politicar and there* . 
by dtstinguish them from other 
types of power and authority. This 
has nowhere even been attempted 
by Middleton and Tail. I am, 
therefore, left in the following 
frustrating situation ; 

Political relations are those 
that are involved in power and 
authonty relations. 'Politioal 
authority', therefore, means such 
of those power or authority re¬ 
lations as are involved in autho¬ 
rity. ‘Political power’ means, 
similarly, such of those power or 
authoritative relations as art 
involved in power relations. 

Let us put these proposition.s in a 
simple symbolic form. Let ‘X’ 
stand for political relations, ‘a’ and 
‘b’ for authority anR power re¬ 
spectively. Then we have : 

‘X’ involves ‘a’ and ‘b’, i.e. the 
definition of ‘a’ involves ‘X’; the 
definition of ‘h’ involves ‘X*. 
Now, if the definition of ‘a’ 
involves ‘X’ as the above propo¬ 
sition assumes then a definition 
of ‘a’ qualified by ‘X’ will involve 
qualification of ‘X’ in terms of 
'X' Similarly if the definition 
of ‘b’ involves ‘X’, then a defini¬ 
tion of ‘b’ qualified by ‘X’ will 
involve qualifying ‘X’ by ‘X . 

Suppose we define a rose as a 
flower which is red. Then a res! 
rose will be a flower which is rod 
red, This is not only an argument 
in circle but unalloyed absurdity.It 
is clear, therefore, that the ideas 
of Middleton and Tait about the 
interrelations of ‘Political relations’, 
‘authority’ and ‘power’ unwittingly 
drop us in a logical quandary and 
nothing rationally intelligible can 
be derived from their propositions. 

I now pass on to the second exam¬ 
ple. 

Example II 

Middleton and Tait point out 
that the morphological range of 
political systems in Africa is by 
no means limited to the three types 
elaborated in “A''rican Political 
Systems’’ and then they proceed to 
make the following observations: 

" The chief factors that differenti¬ 
ate African political organisations are 
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the d^t«e in ipecialjiiattoa in nM 

that enter mto political and admSnU- 

trative activitici, etc”. 

This implies that ‘political oiiga- 
iiisation' is the generic category 
which includes the ^>Mihc and 
analytically discrete categories of 
(a) political activities and (b) 
administrative activities. Obviously 
the adjective ‘political' cannot have 
the same meaning in the two con¬ 
texts (i) when used to qualify the 
term ‘organisation’ and (ii) when 
used to qualify ‘activities’. If the 
meaning is the same, we reach 
the absurd conclusion that a 
generic category is wholly a part 
of a specific category while the 
specific category in question is it¬ 
self a part of the generic category 
by definition. If, however, the 
meanings are different, it is desir¬ 
able to specify them or, prefer¬ 
ably, use different terms, in the 
circumstance, since the two mean¬ 
ings, if intended by the authors, 
have not been specified, we are 
forced to conclude that either the 
adjective ‘political’ in the two 
contexts means nothing or else hy 
using it simultaneously in a gene¬ 
ric and a specific sense, the authors 
have unwittingly made an absuid 
statement. 

The result, howe\er, is the same 
in both cases. The statement that 
“The chief factors that differentiate 
African political organisations are 
the degree of specialisation in 
roles that enter into political and 
administrative activities , . etc.”, 
conveys no rationally intelligible 
meaning. 

Then again, while defining 
political relations based on autho¬ 
rity we were told (pi) that (they) 
arc relations that are internal to 
the given unit, and they ensure the 
cohesion of its constituent elements 
and Its orderly internal administra¬ 
tion. Here, therefore, admini¬ 
strative relations are based on 
authority as distinguished from 
power and are specific to the 
generic category of ‘political rela¬ 
tions’. But in the statement quoted 
earlier (The chief factois that 
differentiate African political orga¬ 
nizations .... roles that enter 
into political and administrative 
activities . . . etc.) administrative 
activities have been conceptualised 
first as a part of ‘political’ organi¬ 
sation in accordance with the two 


types ol political reiatiom (tlHMe 
based on authority and those based 
on power) but, in the same breath, 
administrative activities have also 
been distinguished from ‘jpoliticaT 
activities. Therefore two Conflict¬ 
ing conclusions follow: 

(a) Political relations include 
administrative relations 
(h) Political activities (there¬ 
fore, political relations) 
exclude administrative ac¬ 
tivities (therefore, admi¬ 
nistrative relations). 

If words have meanings, we are 
compelled to conclude that Middle- 
ton and Tail have operated with a 
model of political relations in 
which a part u occasionally bigger 
than the whole and the occasions 
are wholly unpredictable, probably 
Alice in the Wonder Land will feel 
intrigued about such a phenomena 
hut a mere anthropologist with 
ambitions to be rational and willing¬ 
ness to be systematic, cannot but 
feel unhappy about this instance of 
political relations. 

Conceptual Confusion 
It has now to be admitted that 
the promising distinction between 
authority and power with which 
Middleton and Tait started, did 
not unfortunately carry them very 
far for they were overpowered by 
then conceptual confusion. It is 
difficult to judge in this background 
the actual measure of our theore¬ 
tical progress since Radcliffe- 
Brown’s classic formulation of the 
pioblem. 

It might be argued that though 
the theoretical introduction in 
“Tribes without Rulers” is obviously 
unhelpful, its constituent papers 
based on field materials are likely 
to be more illuminating. This 
involves a paper hy paper analysis 
which, however, is not intended 
here. I will, instead, quote at 
length and discuss Laura Rohan- 
nan’s conclusions in her paper 
included in “Tribes without Rulers”, 
a conclusion which she apparently 
reaches on the basis of her analysis 
of her field material. Thus: 

“ Territorial organisation is an im¬ 
portant element of any political struc¬ 
ture, and it is generally accepted that 
the expression' of the political and 
territorial structure is to be found in 
the fields of law and warfare, (Radr- 
liffe Brown) Certainly and obviously 
general definition has determined 


the topics diMUssed in Ihis artiiefei 
Yet it is idw obvious that those ta- 
stiiuUons which emerge m the light 
of activities relevant to this ddini- 
tkm are by no means limited to or 
even predictable from a discussion of ‘ 
piditical structure (taken from the 
same definition). 

{ believe this consequent to the 
far less general (it does not even 
approach the abstntet) notion we 
hold of political activity in law and 
warfare. We have used in this defini¬ 
tion, the sphere of relevance of that 
aspect of social organization which 
also determines territorial loyalties- f 
But a simple revemi of definition, 
using the activities so defined to find 
the organisation in another society, 
is not necessarily a happy analytical 
procedure. 

“ Where, as among the Tiv, there 
is no purely political and governmen¬ 
tal organisation — I refer to a pat¬ 
terning of sutuses and Initituttoni 
and their correlation with arrange¬ 
ment of groups wr refer to as struc¬ 
tures — there is no clearly delimited 
sphere of political affairs. The Tiv ' 
language contains no word which 
might be translated ‘political’. There 
is no culturally o^snized sphere of 
activities which might enable us to 
say that so-and-so has taken to poK- 
tics. If, on the other hand, we abide 
by the relevance of anything concern¬ 
ed with the maintenance of peace 
and the waging of war, then we must 
also say that there is no single inter- 
group of interpersonal relationship in 
Tiv society which does not' sometime 
serve political purposes nor any as¬ 
pect of Tiv affairs not at some time 
of political concern. 

“ If we try to isolate certain attri¬ 
butes of the roles of elders or men 
of influence as political, we falsify 
their true social and cultural position, 
for wr give not a precis but a digest 
of their roles. 

" Finally. 1 mean this in a positive 
and not a negative way ; a segmen- , 
tary system of this sort functions not 
despite but through the absence of 
an indigenous concept of ‘the politi¬ 
cal’* Only the intricate interrelatioiu 
of interests and loyalties through the 
interconnection of cultural ideology, 
systems of social grouping, and orga- 
nisations of institutions and the con¬ 
sequent moral enforcement of each 
by the other, enable the society to 
work. To isolate part of it as ‘poli¬ 
tical’ may be torrect, m so far as our 
definition of the political is concern¬ 
ed, but to do so robs the society of 
those very factors which endow it 
with vitality 

Bohannan’s style leaves scope for 
ambiguity but. it appears that she 
agrees with Radcliffe-Brown in so 
far as her choice of topics is con¬ 
cerned. Bohannan proceeds to say; 

“ 'i'rt it IS also obvious that those 
institutions which emerge in the light 
of activities relevant to this definition 
are by no means limited to or even 
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predictable fiam a 4Ucuasion of poli¬ 
tical stiuctui« (tafcen from the oune 

definition) ”, 

She is, perhaps, suggesting that 
f we accept Radcliffe-Brqwn’s de- 
imtion of political organisation, 
ind, therefore, analyse activities 
lertaining to law and warfare, in- 
titutions emerge as a result of this 
inalysis which are not ‘limited to 
>r even predictable from a discus¬ 
sion of political structure’, that is 
o say, perhaps, we discover that 
ertain institutions while involved 
III activities of law and warfare are 
lUo involved in systems of activi- 
iies with other goals, say religious 
ui economic. Moreover, if we de¬ 
fine after Radcliffe-Brown the poli¬ 
tical organisation as the one con¬ 
cerned with law and warfare, we 
lannot predict on the basis of this 
definition the variety of institutions 
likely to be involved in legal affairs 
and warfare If this is what Bo- 
liannan means she is simply con¬ 
tending that {lolitical relations arc 
pervasive throughout a social sys¬ 
tem Or through a part of it, for 
many institutions may be variously 
and simultaneously involved in 
legal operations and war operations. 
Secondly, the institutions thus in¬ 
volved cannot he deduced from the 
concept of law and warfare and, 
1 should imagine, therefore, will 
have to be empirically determined 
in given cases If my reading is 
correct, Bohannan does not add any¬ 
thing new to Kadchffe-Brown’s de¬ 
finition for he defines political rela¬ 
tions as an aspect of social rela¬ 
tions rather than as a .specific kind 
of social relations. Boharinari's 
suggestion goes back to the diffe¬ 
rence of approach in the definition 
of ‘political relations' between 
Evans-Pritchard and Radcliffe- 
Biown; Kvans-Prilchard visualised 
political relations as qualitatively 
different in kind from other types 
of social relations, a distinct type 
of behaviour that can be called 
‘political’ (The Nuer, p 26.'1) while 
Radcliffe-Brown maintained that 
political relations are an aspect 
of social relations and not a special 
mode of behaviour. Bohannan’s 
modification in this context, if any, 
does not visibly emerge from her 
analysis. 

On the other hand, I think, she 
considerably confuses the issue by 
arguing from the premise that the 
Tiv language has no term that can 


be ttanslated as ‘political! tn tbe 
Hindi speaking areas of Indian 
villages, people to my knowledge do 
not have an exact equivalent for 
the term politics, but this linguistic 
fact has not succeeded even in 
slightly suppressing village politics 
in those areas. For the devotees of 
Gandhi, he was a saint and was far 
from politics and for the British 
he was a shrewd politician. Whe¬ 
ther a thing is this or that largely 
depends on one’s point of view (The 
model again!). As anthropologists, 
we are interested in the term ‘poli¬ 
tical’ as an analytical concept de¬ 
signating a domain of behaviour 
with specifiable properties. 1 do 
not heie want to go into the details 
of concept-formation but I want to 
note the need for distinguishing 
what Durkheim called ‘social facts' 
from ‘analytical concepts’. 

and Society 

Then again, if we are unable to 
say among the Tiv that so-and-so 
have taken to pohtirs, do we have 
to necessarily conclude that “the 
Tiv do not have any organisation 
that IS purely political or goverii- 
mental’’? 1 do not know what 
Bohannan means by politics. This 
is an undefined term suddenly in¬ 
troduced The expository introduc¬ 
tion does not define this term either; 
it has not probably been used 
there. Even in common parlance 
when we say that someone has 
taken to politics, we normally mean 
that one is competing for power, 
probably, by using unfair means 
and not that he has become an 
office holder in the government 
Opposition members in a parliament 
take to politics but they may be so 
ineffertivp that the government may 
be completely unconcerned about 
them. It appears that Bohannan 
has used the terms ‘government’, 
‘political organisation’ and ‘politics’ 
as interchangeable terms without 
defining anyone of them under the 
circumstance; her critical attitude 
toward.s Radcliffe-Brown’s definition 
of ‘jKilitical organization', remains 
merely an attitude which due to her 
own confusions appears very inele¬ 
gant indeed. The last straw that 
breaks the camel’s back is her con¬ 
cluding statement. It is correct to 
isolate, she .says, a part of tbe com¬ 
plex of cultural ideology, grouping 
system etc, and call it ‘political’, 
in no far as our definition of ‘politi¬ 
cal’ U concerned, but such an act 


proves fktal to the f«cta wfnth lead 
vitolity to the aockly. As I pointtod 
out earlier in this report, after 
Hadcliffe-Brown’g contention that 
this ‘isolation’ is analyticallv neces¬ 
sary, Bohannan makes this state¬ 
ment without giving us her reasons. 
This is putting the clock back. 
What is the way out of the straight 
and narrow path between being 
correct and being a devitalizer Of 
social facts*:;’ Perhaps, none. Bohan- 
nan concludes her paper with this 
metaphysical statement I cannot 
resist the observation that such a 
statement is possible only if the 
nature and purpose of the intellec¬ 
tual process of analysis are wholly 
misunderstood. 

We might now tend to argue that 
despite this pervasive and stultify¬ 
ing confusion which informs "Tu¬ 
bes without Rulers’’, the hook aftei 
all contains a lot of ‘data’ (no 
matter on what!). This is what 
probably Evans-Pritchard had in 
mind when m his preface (P.x) 
he said that by reading this book 
together with African Political 
Systems one can get ‘a very good 
idea of what African societies are 
like, those described being repre¬ 
sentative of most types of African 
society and since they are widely 
distributed throughout the conti¬ 
nent, representative of inost distinc¬ 
tive forms of African culture’. One 
may be willing to grant this but 
then the staled objective of theae 
two books was intended as anthro¬ 
pological studies of political sys¬ 
tems and not a collection of essays 
on African culture lot liberal edu¬ 
cation. Since Evans-Pritchard can 
be charmingly indifferent to all the 
criticisms of “African Political Sys¬ 
tems, ■ piled on It since its publica¬ 
tion. he can well-afford to say 
about “Tnbe.s without Rulers" that 
‘by reading a book of this kind (the 
layman or someone working in a 
cognate discipline can) skim the 
cream of recent research and get 
an idea also of its methods, for 
these essays also illustrate the ad¬ 
vance anthropology has made in 
r<*wnt years in inelhod and theory’. 
To sajr the least, Evans-Pritchard 
has visibly evaded the issue here. 

It remains doubtlessly a fact 
that “African Political Systems’’ 
and “Tribes without Rulers’’ cannot 
be claimed creditably as contribu¬ 
tions of anthropology to the study of 
political systems. Downright in- 
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diflcrrnl aiialytteh vitiate both of 
them and they operate v^lh 'ton- 
Cepts which are ii)adet|ualely debn- 
ed and ineon^Hlently applied 
Decade* of data (ollertion have 
/lot been very he/pfti/ for here the 
problems are not ‘lacitiar at all, 
they ore (hroin/all) (onceptiial 

"SeKtnenlarj' l.ilieuae Symeni/i’': 

M Sniilli 

It IS, indeed, ililliuilt to svimma 
rise the positive pains of anthio- 
pological studies on political sys¬ 
tems. It j.s more fruitful to sum- 
marue the negative lessons and 
account for them. This J piopose to 
do largely along the lines, develop¬ 
ed iiy Smith in Ins paper (JR 4 !) 
on Segmentary liineage Systems. 
Though Smith's analysis of the con¬ 
cept of |x>iitical system is largely 
bast'd on “African Political System-." 
it IS applicable with equal force to 
Tribes without Rulers which though 
published (wo years after Smith's 
paper, makes no use of it Says 
Smith: 

“ .. The conieplions of govern 
mem and polilital aiganis.iliun whith 
inform then clantilK aliori do not pei 
init of much furlhei refinenn-iu ot 
the eategones developed about them 
Of it»elf, this would stiongly (.uggest 
that the conceptions infonniog (liete 
categories arc of douhtful value, and 
may need revision This view is 
strengthened by an rxaininalioii ol 
the relations between governrneiii, 
political Hystein, and adinniistrjnnn, 
as lel out m segmentary theory At 
one lime, govemitirnt is equated with 
politital system (Fortes .md Evans 
Pritchard 1941), p 6) .it .molhei 
time If IS eqiuted with adinmistralivr 
striiiture, and irgarded as a loinpon 
ent of political systems (p 'i). Al one 
lime poluital relations are defined as 
mtergronp relations i Evans Priu b.aid 
1940a) at another in terms ol lo 
errive force (p xxin), at ye| .molhei 
in terms of tomtnuiutv value- 
(pp 201), m one version of the (lie 
ory, territorially distinct sei lions pro 
vide the basis of segmentary poliiical 
cvganisatian, in another, we .ire told 
that similar org.anisation obiams 
among the Eogoli and ibe Tallensi. 
'who have no dear sp.itinlH defined 
units’ (p hi And the iiioblem ol 
the liiiiils of polvlii.il lominunilies is 
never resolved, since the two ciileli.-i 
of political aition used in ils exami 
nation are (onliadiclorv, n.iinely 
force, which would operalt throimli 
feud, war. and the like, and moral or 
legal norms, wcrali/ed by ritii.il, to 
sustain an eqtidibnutn (Fortes and 
Evans-Pntchard 19+0, pp 44 1) " 

Smith nccoiinta for this frustrating 
situation in the following tvoids. 

“ This methodology is unsansfuc 
tory in this it reflei Is an inadeqiMte 
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th<'ory, and foftow« an inadequate 
typology. All throe deficiencies are 
inseparably linked with the inadequate 
ilefiiiition of political oi^anisa tion. 
bi baviour, and community, the un¬ 
certainly about the relation lietween 
poiitirai organisation and government, 
tlie mistaken choice of centralized 
force as criterion for dasfiification of 
political systems, and the tailure lo 
define and analyse administrative pro¬ 
cess expbiiily A false problem lia.s 
been created by an inadequate under¬ 
standing of political action, and this 
leads lo a false dichotomy , 

(p 46) 

Almost all anthropologists in 
practice have failed to draw the 
necessary analytical distinction bet¬ 
ween the dual piocesses —• administ¬ 
ration and politics — subsumed in 
the general process of government 
and to pursue the analytical impli¬ 
cations of this distinction. Natu¬ 
rally. therefore, a whole host of 
problems that arise, if this distinc¬ 
tion IS made, evaded the analysis 
of these students. For instance, 
governmental process comprising 
administration and politics, can be 
isolated foi study, a» argued by 
Smith, within all social units and 
between them. If this is accepted, 
it becomes necessary to -specify 
levels of government, administra¬ 
tion and politics From this point 
of view, studies on the so-called 
state societiCb weie largely descrip- 
Itons of administrative systems ob¬ 
taining ovei a territory held by 
Faramount Cliiefs, Chiefs and their 
sijbordinait,es I use the word 
‘largely’ advisedly becaiise in these 
descriptions we find information on 
jii action system which is hierar¬ 
ch it, with centres of formalised 
powei occupied hy a variety of 
ofllters, a siiper-ordinale-subordi- 
nate system of behaviour operating 
with the santtioii of rules and re¬ 
gulations, presented as a hotiA- 
|)ol(h with occasional information 
on another action system, analyti 
tally distiiut, in which its consti¬ 
tuents are not hierarchic but contra¬ 
posed as competitors — and not as 
udministiatois — for power. The 
second at lion system has been 
called puIitiLul by Smith. Contri- 
luilors to the “.African Political Sy,«- 
tems" did not distinguish these two 
action systems and, therefore, they 
failed to look for the data in de¬ 
tail which could illuminate the m- 
teiielalions In “Tribes without 
Ruleis”, this distinction though in- 
iiodiiced ill the beginning, soon 
failed to keep tip the interest of 


the Mudenta with reaults of tfie 
kind a few spectmena of wbiefa we 
have already examined. 

Full 18 years rolled by between 
‘‘African Political Systems” and 
‘•Tribes without Rulers” with no 
theoretical advanemnent, gains in 
conceptual clarity or widening of 
the intellectual horizon. 

Intimations of New Trends 

III Its grasp of the fundamental 
problems involved in studies of 
political action. Smith’.s paper stands 
by itself in its quality. But it also 
stands almost alone in the sense 
that it has not yet succeeded in 
stimulating further works along its 
basic formulations. Nevertheless, 
even before this paper w'as publish¬ 
ed. an important trend in the ‘an¬ 
thropological* studies of political 
.systems and politics liegan lo fake 
it.s first experimental step.s Thii, 
trend, in its positive and progres¬ 
sive aspect, explicitly or irnpli 
citly rejects Hadcl?ffe-Ri own’s mo¬ 
del of the ‘political’ and embodies 
attempts at const! ucting new mod¬ 
els with variables diffeient from 
those suggested by RadclifTc-Hiowi 
and his followers In its negative 
aspect this trend is characterised 
by the fact that these efforLs do not 
try to (irofit from a conscious and 
critical appraisal of relevant prev 
ious and contemporary works al 
theoretical levels and hence thr 
result is much unnecessary dupli 
cation without commensurable the 
oreiical and conceptual advances. 

1 now intend to examine tht 
nature of this new trend and I dc 
this by taking .Smith’s important 
papei as Illy jioin! of ih-patture 
My references in this section art 
evidently illustrative and not ex 
haiislive 

(To be Oontimied) 
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Tarndncd providtii a useful field for unalydng the inter-connections b^een oaste ««d politics because .’"■ 
nj a number of reasons. There the cleavages between, castes are both sharper in realUy, and have been more „ >■ 

sharply focussed in political debates and controversies. Also, the shift of polUical power from one group of 
rastes tO another has had an almost dramatic eharoaer in Tamilaad. Finally, this is perhaps the only area 
in India where some serious attempt has been made to provide an ideological basis to conflicts between ,, 
groups of castes 

The role of caste in the politics of Tamilmd can be analysed at least at two different levels, ' . 

There is the divisioii of Tamil society into the three broad categories, Brahmins, non-Brahmins and 
Bari fans, and the Struggle for power between them. 

At a lower level _ the level of the district and the Assembly consUtiiency — there is the involvement 

in the polUUxil process of politically dominant castes which today belong mostly to the non-Brahmia cate¬ 
gory The last three general elections have made it dear that local polities ts controlled fmrly effectively 
by one or more dominant castes which have to be taken into account even when the State Cabinet is being 

formed 


1 

IN recent years sociologists and 
social anthropologists have 
shown an increasing interest in the 
study of political processes in 
India Political scientists, in their 
turn, find it more and more neces¬ 
sary to take into account the social 
framework which provides the 
background to the interplay of 
political forces. Thus, there is a 
certain measure of overlap today 
between studies made by sociolo¬ 
gists and social anthropologists on 
the one hand, and those made by 
political scientists on the other 

There are, of course, certain 

bioad differences For one thing, 

political scientists lend generally 

to concentrate their attention on 
the formal distribution of power. 
Their concern is more often with 
the analysis of written codes and 
constitutions. Sociologists, on the 
other hand feel more attracted to 
the study of informal structures, to 
observing how the political system 

works in practice. Among social 
anthropologists intensive field-work 
serves as a powerful instrument in 
disclosing the informal aspects of 
political behaviour. 

Secondly, sociologists view politi¬ 
cal phenomena as representing one 
among several aspects of the total 
social system. Conventionally, poli¬ 
tical science has been a more or 
less specialised discipline, dealing 
with political institutions in abstrac¬ 
tion from the rest of society The 
sociologist, on the other hand, tries 


to reveal the intimate connection 
belw-een political and other social 
institutions To him the dichotomy 
between polity and society is an 
artificial one, and at best ha« only 
a heuristic value 

Caste and Poliltrs 

An analysis of the part played by 
caste in political life in India to¬ 
day highlights both of these import¬ 
ant features of sociological enquiiy. 
Caste has been pushed into the 
background in the Constitution of 
India. With the exception of cer¬ 
tain special provisions made for the 
Scheduled Castes, it has no place in 
the formal composition of either 
political or administrative bodies 
Yet, the importance of caste in the 
actual working of Indian politics 
cannot be denied either by acade¬ 
mic people or by politicians them¬ 
selves. 

In traditional India caste consti¬ 
tuted in a very real sense the basic 
structure of society. It providetl a 
framework not only foi mairiage 
and kinship but also for economic, 
ritual, and political relations In 
studying the role of caste in the poli- 
tlc.al proces-s one has necessarily to 
deal with most of the important 
aspects of Indian society. Caste has 
shown a great deal of resilience in 
the face 0^ the many new forms and 
ideas which have been introduced 
into India over the last few decades. 
It is perhaps in the field of politics 
that it has been able to strengthen 
it* grip to a greater extent than in 
ipty other instilutional sphere 


It IS not difficult to see why caste 
should play an important part in the 
political process in contemporary 
India The new political forms 
which have been introduced after 
Independence are in many ways for¬ 
eign to the traditional structure of 
Indian society. Political democracy, 
parliamentary institutions, and adult 
franchise were introduced into India 
under conditions which were rather 
different from those in which they 
emerged in the West. Neither with 
regard to economic development nor 
in the incidence of literacy or edu¬ 
cation, is India comparable to the 
democracies of Furope or America. 
It is not surprising, therefore, that 
democratic institutions have acquir¬ 
ed a new meaning in being fitted 
into the traditional structure of In¬ 
dian .society. 

Nobody, of course, assumes that 
the formal introduction of a new 
institution leads to the immediate 
disappearance of those aspects of the 
older structure which are in conflict 
with it However, it seems doubtful 
whether there is sufficient awareness 
among educated people in the coun¬ 
try of the real factors behind the 
contradictions between what politi¬ 
cians profess and what tliey practise. 
Recent studies by sociologists tend 
to show that the divergence between 
political ideology and political 
practice is, in some measure, in¬ 
escapable, and follows from certain 
features inherent in the structure of 
Indian .society. 

The institution of caste gives to 
Indian society a highly segmental 

1161 



NOS0ER JULV 1963 

character. The whole of society is 
divided, and sub'divided into more 
or less well-defined segments, and 
political support tends to be mobi¬ 
lised in blocks. There is a tendency 
for individuals to vote for candi¬ 
dates supported by the leaders of 
their caste or kinship group. This 
tentlciuy acquires weight all the 
more from the fact that the majori¬ 
ty of voters are illiterate, and do not 
have any clear basis for making a 
rational political choice 

('.aste provides a leady-niade orga¬ 
nisation for the percolation of ideas 
from one level to another It ena¬ 
bles the masses to articulate with 
the leadership m a more oi less 
effective manner It makes possible 
the organisation of interests on the 
basis of groupings which are pre¬ 
existent Castes liecome easily orga¬ 
nised into pressure groups by virtue 
of their discrete and clearly defined 
nature, and the deep loyalties which 
they command 

Some may argue that in becom¬ 
ing politically organised castes lose 
their essential nature This is large 
ly a question of definition and ter¬ 
minology. It cannot be denied tliat 
whatever mav have lieeu the origi¬ 
nal functions of caste, theic is a real 
continuity between the groups which 
in traditional society were based 
upon ties of kinship and affinity, and 
those which are today playing an 
increasingly important part in poli¬ 
tical life There is continuity bet¬ 
ween the castes of tiaditional society 
and those of today not only m their 
name and functions, but also in 
their personnel No doubt there has 
been a change in organisation, and 
certain new (un< tious have been 
added in place of old ones 

Those who view caste as being 
based essentially on ritual values 
tend to emphasise the weakening of 
its structure over the last fifty years 
Thus, it is pointed out that com¬ 
mensal and other restrictions bet 
ween castes aie not as slringentlv 
observed today as they were in the 
past. But caste has also a secular 
aspect, and today the strength of 
caste makes itself felt more actively 
in the .sphere o* political intei ac¬ 
tions. Tn fact It may he argiierl that 
political processes as they operate in 
India today have given t® the caste 
system a new lease of life. 

The importance of caste becomes 
jiarticularly manifest at certain 
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bmes, as during elections. Rival 
political parties xnake public accu¬ 
sations against each otlmr about ex¬ 
ploiting caste, while in private they 
seek to strengthen th^selves by 
collaring the support of leaders of 
the. locally dominant caste. Nowhere 
IS the divergence between political 
professions and practices more 
sharply brought out than in the rela¬ 
tionship between caste and political 
party 

n 

Tamilnad provides a useful field 
for analy.sing these inter-connections 
because of a number of reasons. 
There the cleavages between castes 
arp both sharper in reality, and have 
been more sharply focussed in poli¬ 
tical debates anl controversies. 
Also, the shift of political power 
from one group of castes to another 
has had an almost dramatic charac¬ 
ter in Tamilnad Finally, this is 
perhaps the only area in India where 
some serious attempt has been made 
to provide an ideological basis to 
conflicts between groups of castes. 

Tamil society is more or less 
sharply divided into three broad 
categories, namely. Brahmins, non- 
Rrahmins and Harijans These clea¬ 
vages peimeate every important 
sphere of life, and are represented 
at different levels of territorial orga¬ 
nisation In the village Brahmins, 
non-Brahmins and Harijans live in 
different residential areas which are 
faiilv strictly segregated from each 
other At the regional level they are 
marked by different styles of life, 
and to some extent by different eco¬ 
nomic interests and political loyal¬ 
ties. 

The position of Brahmins has 
been somewhat unique in south 
India as a whole, and in Tamilnad 
liarticularly The distinctiveness of 
the Tamil Brahmins is in evidence 
in their ajipearance. their dress, 
then -.peech, and in the general pre¬ 
ponderance of Sanskritic elements 
in their style of life Their ciiltu- 
lal identity makes it possible for 
Biahmins to be more or less effec¬ 
tively isolated in the political 
sphere 

Economically Brahmins in general 
enjoy a favourable position in the 
traditional structure. A considerable 
section of them were landowners, 
and the separation between the 
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ownership and cultivation of land 
was never as diarp among non 
Brahmins as it was among Brab 
mins. Non-Brahmin landowners 
generally had a fairly close connec¬ 
tion with the actual process of culti 
vation, whereas Brahmins have been 
prevented by ritual sanctions from 
directly engaging in such work 
Further, as many Brahmins moved 
into urban centres in search of edu 
cation and employment a large 
number of them became absentee 
landowners. Today the connection 
between a Brahmin and his ances¬ 
tral land is often a remote and 
tenuous one. Land legislation in 
Tamilnad. by seeking to enlarge the 
Tights of the cultivator, has had the 
general effect of making insecure 
the position of the Brahmin miras 
dar. 

In Tamilnad Brahmins took the 
lead in making use of the opportu¬ 
nities for position and power pro¬ 
vided by British rule. Western edu¬ 
cation was a virtual monopoly of 
the Brahmins at the beginning of 
the present century. It was used as 
a means for enhancing social status, 
in addition to providing employment 
in positions which were economical 
ly and politically important. The 
profes.sions. particularly law and 
education, and the civil services 
were largely manned by Brahmins 
The new elite m Tamilnad. created 
as a result of British rule, in some 
a.spects sharpened the cleavages bet¬ 
ween Brahmins and the rest of 
society 

In other parts of India also Bri¬ 
tish rule created elites which 'were 
more oi less separated from the 
masses. But in Tamilnad a combi¬ 
nation of Circumstances made this 
.separation rather sharper than else¬ 
where The new elite in the south 
was much more closely tied up with 
a .single set of castes, namely, the 
Brahmins, than in the north The 
Brahmins were .socially more cleai- 
Iv differentiated here than else¬ 
where. Also there has been a tradi¬ 
tion that the Brahmins of Tamilnad 
are not indigenous to the soil but 
came from north India Under these 
circumstances it became almost in¬ 
evitable that political conflicts 
should follow the old existing clea¬ 
vages. namely those of caste. 

The conflicts became more and 
more .sharply focussed as the non- 
Brahmin movement gathered mo- 



lopKttot With the {ttmatiab ef ttiie 
Justice Party alter the First WwM 
War, ITie objective of the jt^ice 
Party was to assure a position for 
the non>Brahmias throitgh reservst 
tion ef seats in the Legislature and 
in administrative and educatitmal 
institutionB. In the 1930s the 
Respect Movement launched a cam- 
pai^ against Brahmins on the so¬ 
cial plane. 

The leadership of the Congress 
Party underwent a gradual trans' 
formation. In the first half of the 
present century it was dominated by 
the Brahmin intelligentsia who help¬ 
ed to give an intellectual content to 
the Nationalist Movement. The 1942 
Movement provided a major break¬ 
through for the non-Brahmins whose 
support became increasingly impor¬ 
tant, if for no other reason than the 
strength of their numbers. 

After Independence the political 
influence of the Brahmins dwindled 
rapidly. Today the Ministry and the 
Legislature as well as the Congress 
Party to some extent has been for¬ 
ced to transform the character of its 
leadership in order to hold its own 
agaimt Parties with a non-Brahmin 
background such as the Dravida 
Kazhagam (DK) and the Dravida 
Munnetra Kazhagam (DMK). With 
the replacement of Rajagopalachari 
by Kamraj the political influence of 
Brahmins in Tamilnad was more or 
leas effectively nullified. Today, the 
Brahmins can at best hope for poli¬ 
tical survival by throwing in their 
lot with one or another Party which 
will in any case have a non-Brah- 
min leadership 

Shift of Power 

The shift of power from Bra¬ 
hmins to non-Brahmins within the 
Congress Party bears witness to two 
important trends in south Indian 
politics. The older leadership essen¬ 
tially Brahmin in its composition 
represented a political elite one of 
whose roles was to give to the 
Nationalist Movement an intellectual 
content It consisted primarily of 
lawyers and educationists, western- 
educated men who could demand 
representative government from the 
British on the basis of ideals which 
the latter themselves sought to up¬ 
hold. Its ability to carry the maasM 
with it followed partly from its posi¬ 
tion of opposition to the alien 
rulers. 


With lodqwndencer ami tti* intco- 
duction of adult frandube, the abiih 
ty to carry the masses has ittdf 
become the decisive factor. The new 
leadership tends more and more to 
be recridted from among men who 
have roots in the districts and in 
rural society in general. The ability 
to command the support of a parti¬ 
cular district, or a particular domi¬ 
nant caste perhaps counts for more 
today than it did in the past. The 
present Madras Cabinet, as well as 
the preceding one, appears to have 
been judiciously constituted so as 
to give representation to the differ¬ 
ent districts as well as the dominant 
castes. 

The change in the social compo¬ 
sition of the leaderdiip of Tamilnad 
was epitomised when the helm of 
affairs in the State was taken over 
by Kamraj from Rajagopalachari. 
The latter was a true representative 
of the older cultural and political 
elite : Brahmin by caste, lawyer by 
profes,sion, learned in Sanskrit. En¬ 
glish and Tamil, and one of the 
most astute theoreticians of the old 
Congress Party. 

Kamraj represents tlie other side 
of the coin. He is essentially a man 
of the people A non-Brahmin, and 
of humble social origins, he is rela¬ 
tively unlettered, and has had little 
formal education. His political posi¬ 
tion is based not upon any theoreti¬ 
cal or intellectual skill, but on his 
ability to talk to the people in their 
idiom. It .should be remembered that 
the veteran anti-Brahmin leader 
Ramaswami Natcker urged people 
to vote for the Congres.s on the 
ground that so long as Kamraj was 
in power, the interests of the non- 
Brahmins would remain secure 

The isolation of Brahmins over 
the last few decades, coupled with 
the introduction of adult franchise 
has now reduced them to a position 
of political insienificance If the 
anti-Brahmin Movement to-dav 
shows signs of having spent itself, 
it is partlv because it has achieved 
its'original purpose There are 
some signs that in the future the 
main political conflict is Iikelv to 
be between non-Brahmins and Hari- 
jans Numericallv the Harijans con¬ 
stitute a much bigger block than 
the Brahmins, and they are rapidlv 
becoming aware of their political 
importance. The Opverpmcnt and 
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tuliug pMty h»V 9 M Ik 
it wise to aune the 
to mve them conoessiona <n miirtonf 
kinds. The latter in their tunt h&va 
been ^iek to exploit tliur position 
of vantage, and non-Brahmin* oftah 
show resentment over the jtrivilami}. 
treatment which they receive, fi¬ 
shes between Harijans and non- 
Brahmins, although sporadic in noc¬ 
ture, have not bmn infrequent ill 
the recent past. 

m 

The role of caate in the politica ' f 
of Tamilnad can, thus, be anidyw^ 
at least at two different level*. 
ly, there is the division of Tandl 
society into the three broad catego- . 
ries. Brahmins, non-Brahmin* and , 
Harijans, and the struggle* lor ; 
power between them. At a lOwer 
level, the level of the district and 
the Assembly constituency, them i* 
the involvement in the political pro¬ 
cess of locally dominant castes which 
today belong mostly to the non- 
Brahmin category. The last diroe 
elections have made it clear that 
local politics is controlled fairly 
effectively by one or more dominant 
castes which have to be taken into 
accedint even when the State Cabi¬ 
net is being formed. 

District-wise dominance of castes 
is a well-known phenomenon, and 
can easily be demonstrated by mak¬ 
ing a study of the caste-composition 
of candidates who have sought elec¬ 
tion from the different constituen¬ 
cies. Padayachis in North and South 
Arcot, Mudaliars in Chinglepet, 
Kallas in certain areas of Tanjore, 
Gauiidars in Coimbatore and Salem, 
and Vellalas in Tinnevelly dominate 
local politics and also find represen¬ 
tation in the leadership of the state. 

The tie-up between dominant 
caste and political representation 
ran be illustrated with reference to 
a particular Assembly constituency. 

In the three general elections held 
y^after Independence only Kalla candi¬ 
dates have been returned from the 
Thiruvaivar constituency in Tanjore 
district The Kallas constitute about 
30 per cent of the electorate in that 
constituency. 

Not only has the sitting member 
always been a Kalla, hut the over¬ 
whelming majority of candidates 
who have contested the Thiruvaiyar 
.sraf have been of this particular 
caste, In the 1952 elections the Con- 
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greM Patty set up a distinguished 
MusUn candidate who was defeated 
hy an Independent Kalla. In 1957 
the Congress won the seat by putting 
up a Kalla candidate. In, 1%2 there 
was a triangular contest between 
Congress. DMK and PSP, and all 
three parties put up Kalla candi¬ 
dates. It is now more or less gene¬ 
rally acknowledged that any candi¬ 
date to be successful from this con¬ 
stituency has to be a Kalla. Party 
affiliation, though important, does 
not constitute a sufficient condition 
for success. The Thiruvaiyar consu- 
tuency demonstrates a pattern which 
is fairly general in Tamilnad. 

llte D K. and D M K 

The Dravida Kashagam can 1>« 
regarded as a successor to the Jus¬ 
tice Party in only a limited sense. 
Both championed the cause of the 
non-Brahmins, but the DK was 
more successful in catching the 
imagination of the non-Brahnun 
masses. This was partly due to the 
ideological appeal of the Self-Res¬ 
pect Movement and partly to the 
personal magnetism of Ramaswami 
Naicker and some of his young dis¬ 
ciples. The DK also made greatei 
use of violence in its approach than 
the Justice Party. 

The political influence of the DK 
cannot be estimated on the basis of 
its representation in the Legislature, 
because it has none. The DK has 
not Itself fought elections, hut has 
only lent its support to one party 
or another In this also its behavi¬ 
our has been characteristic. In the 
1952 elections the DK opposed the 
Congress, and helped the Commu¬ 
nists to win a number of seats In 
the 1957 and 1962 elections it 
switched over its support to the 
Congress. The reason put forward by 
the DK leader is that today the 
Congress leadership is non-Brahmin 
in its spirit and composition, and « 
sensitive to the needs of the non- 
Brahmins, whereas in the past the 
Congress had been dominated by 
Brahmins. 

The DMK began its career in 
1949 a.s an oflfshoot of the DK. Now 
it has a much more effective politi¬ 
cal organisation than the parent 
body against which it stands in 
bitter opposition. The DK-DMK 
split does not seem to have been 
prompted by ideological considera¬ 
tions, although at the moment there 
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axt ceruin important diffeivnces 
between their attitudes. The leaden 
of the DMK, most of whom had 
their political apprenticeship under 
Ramaswami Naj^er, have toned 
down their anti-Brahmin bias to a 
considerable extent. 

IV 

Today, the two most important 
political parties in Tarniinad are 
undoubtedly the Congress and the 
DMK. The latter emerged as one of 
the strongest opposition parties in 
any State by capturing 25 per cent 
of the seats in the Legislative As¬ 
sembly in the 1962 elections. The 
somewhat -unexpected success of the 
DMK has led to a good deal of 
speculation both within the State 
and outside about the sources of its 
strength. 

It is difficult to pinpoint the spe¬ 
cific factors which have contributed 
to the success of the DMK, although 
such an analysis would certainly re¬ 
veal many important facets of poli¬ 
tical life in Tamilnad. The general 
idea in north India seems to be that 
the DMK owes its appeal entirely, 
or mainly, to the exploitation of 
caste and communal sentiments. 
Such a view is over-simplified, and 
presented in this form it gives an 
erroneous idea of the real situation. 

It is true that the DMK addresses 
itself primarily to the non-Brahmins, 
but in this it does no more than the 
Congress Party. The DMK also 
chooses its candidates from among 
the locally dominant caste, but this 
again is forced upon it by the same 
circumstances which determine such 
choice by the Party in power. Any 
political party in Tamilnad has to 
select candidates belonging to the 
locally dominant caste in the inter¬ 
est of its own survival. This require¬ 
ment colours choice by even those 
individuals who may be sincerely 
committed to the ideal of politics 
■without caste. 

Thus, it is not true that the DMK 
is the only party in Tamilnad which 
exploits caste to further its own 
interests, or even that it does so to 
an apprciably greater extent than 
the other parties In fact, the ruling 
party works through the idiom of 
caste just as much as the DMK. One 
reason why the Congress Party was 
able to hold its own, first against 
the Justice Party, and then against 
the D K, was that it “tole the thim- 


der Iran these parties by baildmg 
up a powerful non-Brahmin bew 
within itself. 

Political parties of all shades of 
ideology enter into the struggles for 
power between castes; firstly bet¬ 
ween Brahmins, non-Brahmins and 
Harijans, and, secondly, between 
and within locally dominant castes. 
However, the relationship between 
caste and political party is not direct 
or simple in nature. It is both com¬ 
plex and dynamic, or, in other words 
subject to change over fairly short 
periods of time. The dynamics of 
these relationships often result in 
the fact that political parties which 
appear in their ideologies to have 
nothing in common form alliances, 
while those having an apparent 
similarity of aims stand in opposi¬ 
tion. Thus, in the 1962 elections tlie 
radically anti-Brahmin DK joined 
hands with the Congress, and waged 
a bitter compaign against its off¬ 
shoot, the DMK. The DMK in it» 
turn, in spile of its anti Brahmin 
background, joined the support of 
a large section of Brahmins, and 
entered into an informal alliance 
with the Swatantra Party which, in 
Tamilnad at least, is largely iden¬ 
tified with the Brahmins. 

Impart of Swatantra Party 

In order to understand the seem¬ 
ingly capricious alliances which 
were brought into being by the 1962 
elections, one has to go into their 
background. By then the Congress 
Party had more or less completely 
alienated itself from a very large 
section of Brahmins Brahmin lead¬ 
ers within it had been largely repla¬ 
ced by non-Brahmins. (Whether or 
not this was done in the interest of 
“democratic’’ ends is another mat¬ 
ter) In addition, land legislation 
and reservation of scats in the ad¬ 
ministration and in educational in¬ 
stitutions had made serious inroads 
into what may loosely be regarded 
as the “real” interests of the Bra¬ 
hmins. The eve of the elections saw 
a large section of Brahmins hostile 
to the ruling party, holding it to 
blame for the decline in their social 
economic and political influence, 
and prepared to support almost any 
party which c^pos^ it. 

By this time the Swatantra Party 
had emerged as a champion for the 
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Laiue of fowAH fair* tuid the mnO' 
lal of all tiiose nstrictiom whidb 
advereely affected the interests of 
Brahmins. To add to this the party 
had among Tamil Brahmins the 
enormous presto of the feadership 
of Rajogopalachari. It would be 
wrong, of coarse, to think diat the 
Swstantra Party has no appeal 
whatever among non-Brahmins. But 
in Totnilnad, nobody can fail to ob¬ 
serve the close correspondence bet¬ 
ween the social situation of the 
Brahmins and the ideology of the 
Swatsuitra Party. 

The Swatantra leadership in 
Tamilnad tried at first to enter into 
a formal electoral alliance with the 
DMK, but this did not materialise. 
Both had in common a large measure 
of hostility towards the ruling Party, 
although their social backgrounds 
were very different. The Swatantra 
Party campaigned for the DMK 
where they did not put up their own 
candidates, as happened in many 
constituencies, and Rajagopalochari 
himself addressed election meetings 
arranged by the DMK. Incidentally, 
when he urged “intellectuals” to 
vote for the DMK in the absence of 
Swantantra candidates, the local 
newspapers took it for granted that 
he was addressing himself to the 
Brahmins. 

Hostility to the Congress, and the 
personal prestige of Kajaji did, in 
fact, gain for the DMK a sizeable 
number of Brahmin votes But 
Brahmin support to the DMK did 
not come easily or without heart¬ 
burn. ITie tensions were most sharp¬ 
ly felt in the rural areas where so¬ 
cial separation between the Biahmms 
and the DMK leadership was at its 
widest. Till six months before the 
elections the Brahmins had regarded 
the DMK as a party of the “lower 
castes”, not very different from the 
DK. Almost overnight they found 
themselves in a situation where they 
had to join hands with this same 
Party, if only to register their pro¬ 
test against the Congress 

The Congress, in its turn, did not 
allow the Brahmin votes to go to 
the DMK without a fijdit Pamph¬ 
lets were issued by Brahmins loyal 
to the Congress in order to expose 
the anti-Br^min activities of the 
DMK leaders. Instances were quoted 
of attacks by these leaders against 
Brahmins. TTie fact that some of 


ihe DMK leaders owed their success 
to films which had preached a cam¬ 
paign of hatred against Brahroinisin 
was brought to notice. Finally, at¬ 
tention was drawn to the fact that 
outrages had been committed by 
non-Brahmins connected with tlw 
DMK on the Brahmins of Tuticorin. 
On all these accounts the Brahmin 
voter was urged to desist from sup¬ 
porting the DMK. 

This campaign, however, did not 
carry very inu^ conviction for one 
important reason. Congress candi¬ 
dates, particularly in Tanjore and 
Trichy, made full use in their elec¬ 
tion campaigns of the support offer¬ 
ed to them by tiie DK and its leader, 
Ramaswami hJaicker. The latter 
addre-ssed Congress election meetings 
at a large number of centres and 
.spoke before a mammoth crowd in 
I'anjore town which is one of the 
key constituencies in Tamilnad. This 
had a major influence in turning 
the Brahmin votes away from the 
Congress, because' Ramaswami Nai- 
cker, more than any other person, 
symbolises the entire campaign of 
hatred against Brahmins in the 
south 

Voting Pattern 

The pattern of voting among the 
Brahmins is thus not difficult to 
understand or analyse, although it 
might have been impossible to pre¬ 
dict it a year before the elections. 
Their loyalty to the Swantantra 
Party IS intelligible both in terras 
of its aims and policies and also of 
the enormous personal influence 
among Brahmins of Rajaji. Their 
antipathy to the Congress follows 
from three important factors : 

(i) shift of power within the 
party from Brahmins to non-Brah- 
nuns, 

t II) acceptance by the Party of 
policie.s and prc^rannties which ad¬ 
versely affect the Brahmins as a 
categciiy; and, 

(in) the radical anti-Brahmi- 
nisni of the DK which became a 
part • of the election campaign of 
many Congress candidates 

Support for the DMK appears more 
to have been a matter of expedien 
cy, following from the exigencies 
of the electoral situation rather than 
being based on any loyalty to either 
its leadership or its policies 


Party support among 
mins fa of a somewhat more eOOt- 
plox nature. Tlib is no doubt related 
to the fact that the non-Brahmins 
constitute a much larger, and a 
cially more heterogeneous cate¬ 
gory. Non-Brahmins supported the 
Congress as well as the DMK, 
depending upon various ideological, 
lo^ and personal factors. Some of 
them also supported the Swatantra 
Party. In fact, all parties have to 
depend ultimately upon the support 
of non-Brahmins since they consti¬ 
tute well over half the total popu¬ 
lation of Tamilnad. 

All parties generally pick candi¬ 
dates from among non-Brahmins, 
and in doing so they keep an eye 
on the locally dominant caste. As a 
consequence rival parties tend to 
match caste by caste, and the mar¬ 
ginal vote acquires a certain impor¬ 
tance. 

Uptil now the third group of 
castes, namely the Harijans, seem 
by and large to have been loyal to 
the Congress. There can be little 
doubt that the social, economic and 
legal status of the Harijans has im¬ 
proved consistently since Independ¬ 
ence. The Congress party naturally 
claims for itself the entire credit 
for these improvements. As thci rul¬ 
ing party it is also in a much better 
position to confer tangible benefits 
on the Harijans And the latter, 
having as they do only a dim 
awareness of the working of the 
State machinery, are not always 
able to see the subtle distinction bet¬ 
ween the Administration, and the 
Party in power. 

The Hanjans do not know much 
about the aims of the Swatantra 
Party, clearly it does not address 
Itself primarily to them. They know 
something about the DK which at 
one lime built up units among them. 
They also know about the DMK 
through its many popuiai orators, 
and through the film industry which 
it uses as a powerful propaganda 
machinery It is doubtful, however, 
whether the DMK will be able to 
woo the Harijans away from the 
Congress in view of the better op¬ 
portunities which the latter have of 
conferring tangible benefits upon 
them. On the other hand, tensions 
within the Congres.s between Hari¬ 
jans and non-Brahmins may lead to 
alignments which one cannot easily 
predict at thi« stage. 
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Caste Orientation of Political Factions 

Modasa Constituency: A Case Study 

Hajni Kotiiaii 
Ohansiiyain Shab 

Parly factions, found wherever politics is competUire, are of particular releiwice under conditions 
of one-parly dominance, as is the case in India. Foc/iohs account for the complex structuring of the Cong¬ 
ress parly, and by articulating all the major interests, tend flexibdily and competence to the political system. 
They also provide a basis for mobility and change, for the most part willtm the party, but also by tnovcnicnls 
outside the party. 

What is not clear, however, is the precise proce.ss by which factions come into being, get consolidated, 
and change. 

It would he interesting to study a case where all these changes have taken place; that is to say, where 
factions develop into a basic cleavage of interests and force a change in political loyalties, and vkimately 
in party positions 

Among other things, .such a case would shou how intra-party shifts lead to inter-parly mobility; how, 
III other words, opjKisitioii parlies come to benefit from factionalism uithin the Congre.ss. 

Modasa is such a case, h shows how, when factions become irreconcilable, there is a major shift 
in political loyalties, and in the process an opposition party is helped to very nearly oust the 'Congress from 
Its hitherto uncludlenged position of power 

[The material for this article uas collected in the course of am elec'tion study of .seven Legislative 
and one PurhamentaTy ion.sUluencies of Sabarhanthu district., Cu/arat .Stale The authors wish to express 
their thanks to Surendra Shah and Bhailal Pancholi for their assistance in collecting the material ] 


I 

I^ODASA. an Assembly constitu¬ 
ency of Gujarat State, is situ¬ 
ated in a relatively developed 
part of the otherwise backward 
district of Sabarkanlha Modasa 
town, the headquarter of the consti¬ 
tuency and the taluka, has for long 
enjoyed some locational importance 
in the economic and social geogra¬ 
phy of Gujarat Situated very close 
to the Gajarat-Kajasthan border 
and having easy access to important 
centres of business in both States, 
it has commanded various trade 
I'outes in the area. The Taluka has 
also occupied an important place 
iri the political geography of the 
Sabarkantha district An island of 
British territory surrounded by 
native States and Agency areas, it 
acquired a number of modern fea¬ 
tures and exerted considerable in¬ 
fluence on proximate areas The 
prosperous, educated and mobile 
trading “Baniya” community domi¬ 
nated the town of Modasa and ex¬ 
tended its swav in the surrounding 
villages In addition, there emerg¬ 
ed in Modasa an outstanding politi¬ 
cal leader and a towering persona¬ 
lity known as “Dada”, who domi¬ 
nated the entire district for over 
thirty years. An architect of almoat 


all the people’s movements in the 
surrounding princely States as well 
as the anti-British agitation in Mo¬ 
dasa, he continued to have a domi¬ 
nating role in the politics of Sabar¬ 
kantha after the coming of Inde- 
pciKlcnce. 

Two points slwuld be noted 
stiaigluaway. The commercial im- 
fiortance of Modasa, the position of 
the Baniya community and the fact 
that “Dada’’ himself was a Baniya 
gave a preponderant influence to 
this community in the public life 
of Modasa Secondly, being part of 
British India and centre of the 
nationalist and States people's move¬ 
ments gave Modasa a dominant 
position in the polities of the dis¬ 
trict Both these points —the pre¬ 
dominance of Baniyas in Modasa 
and of Modasa in the district — 
provide us with a starting point to 
the change that have taken place 
since Independence. 

Major CominunitieR 

The Baniya.s are split into two 
major castes, the “Nima", a small 
and largely urban community but 
much respected and influential, and 
the “Khadaita”. somewhat more nu¬ 
merous and having a much greater 
pull in the countryside owing to 


Its money-lending and “sahukar” 
functions. There are other minor 
castes among Baniyas but not so 
important. Between all of them, the 
Baniya.s ronstilute no more than S-.'i 
per cent of the population. But they 
dominated the social and political 
life of Modasa for a very long pe¬ 
riod. In much larger numbers and 
mostly of peasant stock is the “Pati- 
dar’’ community of Modasa. A few 
Patidar families, the more highly 
placed in the social hierarchy and 
prosperous land-owners, have mig¬ 
rated from outside The large majo¬ 
rity. however, have been relatively 
backward and poor The latter are 
known as ‘“Anjana” Patidars. Not 
much behind these in the social hie¬ 
rarchy are the “Kshatnyas”, the 
most numerous community group in 
Modasa and comprising of various 
ca.stes and .sub-castes. Socially very 
backward and politically dormant, 
the K.shatriyas account for 40 to 50 
per cent of Modasa’s population. 
There are many other castes, tribal 
and “backward"’ groupings hut these 
are often indistinguishable from the 
ICshatriyas. There are also other 
smaller groups of artisan communi¬ 
ties, Harijans, Brahmins and Mus¬ 
lims, the latter with a substantial 
population in Modasa town. None of 
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these, however, is important from 
the point of view of the constituen¬ 
cy as a whole. 

Two strains tlevclop in the poli¬ 
tics of Modasa after 1952 Firstly, 
the retirement from active politic; 
and death later of Dada leads to 
a shift of jiower within tlie district 
from Modasa to Himatnagar, the 
district capital, from where the new 
line of leadership emciges Second 
ly, within Modasa taluka itself, the 
hegemony of the Baniyas is chal¬ 
lenged; first, the ruling Nima giou[) 
is challenged by the other group 
of Baniya.s, the Khadaitas and still 
later the Haiiiyaa as a whole by 
the Patidar-s At the district level 
too Dada had cultivated Patidar 
leaders who took over after him. 
Thus, both the Baniya preponder¬ 
ance in Modasa politics and the im¬ 
portance of Modasa and its Icadei- 
ship in the district politics arc 
affected, largely as a result of the 
working of the elertoral process 
We shall consider these shifts in 
power in some detail below. 

(ionarress Sironahold 

Largely because of the dominant 
influence of Dada, Modasa remain¬ 
ed with Congress for a long time 
and except for the shoil-lived vic¬ 
tory of the Mohagujarat randidate 
in 1957 (the election wa* later de¬ 
clared void and the Congress came 
back in the bye-eicction that fol 
lowed), Modasa has always voted 
Congress. However, a growing rifi 
has taken place within the Congress, 
taking the form of clear-cut factions. 
What is more, this has culminated 
in considerable defection from the 
Congress, leading to an impressive 
performance by the Swalantra Party 
which lost by a very narrow mar¬ 
gin in 1962 and finally to its vic¬ 
tory in the Panchayati ftaj elections 
of 1963. In what follows, we shall 
consider these two aspects of politi¬ 
cal change in Modasa — the intra- 
party factionalism in which the 
selection of candidates for the Con¬ 
gress plays the decisive role, and 
the shift in popularity from Con¬ 
gress to the Opposition in which 
caste alignments play the decisive 
role. 

II 

In the Crystallisation of factional 
positions within the Congress, the 
selection of parly candidates has in- 
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variably playrd a« important role. 
In Modasa, the recurrence of this 
event from one election to another 
has led, first, to competition for the 
party ticket between individuals and, 
secondly, to an attempt by the un¬ 
successful candidate to build his 
strength by seeking support from 
various groups. An examination of 
the process provides a clue to the 
first two questions formulated m 
the beginning how factions come 
into being and how they get con¬ 
solidated. 

Emerirence of Farlions 

In Ixith 1952 and 10.57 the Con¬ 
gress ticket was given to a worker 
from Modasa town, a non-Baniya 
by caste but an ardent follower of 
Dada and a close a.ssociate of the 
Nima group among the Baniyas. It 
was denied both times to a Khadaita 
Baniya, wealthy and very in.fluential 
in the villages. Hie former had the 
whole official organisation of the 
Congress with him. The latter had 
(o build his strength on the basis 
of his own social and economic 
connections. He did this, first, by 
mobilising the support of bis com 
munity throughout the constituency 
and. second, by using the economic 
hold of this community on parts of 
the peasantry. Thus came into be¬ 
ing the first substantial faction in 
Modasa politics How powerful it 
was. was shown in two elections 
held in 1957, the general election 
and a bye-election that followed 
immediately In the former, the 
Khadaita candidate was denied the 
Congress ticket and he worked 
against the Congress Before the 
bve-elcction was held, however, he 
had been given the Congress ticket 
m another constituency in the dis¬ 
trict and had become an M L A In 
the bye-election, therefore, this fac¬ 
tion returned to the Congress fold 
and worked for it. While the Con¬ 
gress lost in the general election, 


it woq by a cranfortabla majority 
in the bye-election, (In both the 
electiona the popular ajqieal of the 
Congress was reduced because of 
the “Mahagujarat” agitation for 
linguistic autonomy. Inis accounts 
for the large vote polled by the 
Mahagujarat candidate (See Table 
2). But the decisive difference was 
made by the bulk vote held and 
controlled by the Khadaita Bani¬ 
yas ) 

Thus beford 1962 the main clea¬ 
vage was between the majority 
group in the Congress organisation 
controlled by one Baniya caste and 
the minority group backed by an¬ 
other Baniya caste. The caste con¬ 
flict that developed was not there 
from the beginning, but grew from 


Table 2 : Voting in Three Elections 
Held between 1957 and 1962 

(Per cent of total volts polled) 



1967 

1957 

1962 



Bye 

election 


Congress 

Mahagujarat/ 

49 

69 

41 

PSP 

Swatantra 

,61 

SI 

19 

Party 



69 


Others (Including 
invalid votes) 9 

Votej 

(1) The Mahagujarat issue was a 
constant factor m the first two elec¬ 
tions The great difference in the 
poll is made by ihe votes command¬ 
ed by the Khadaita Baniyas m the 
constituency These were cast against 
Congress m the general election and 
for Congress in the bye-election. 

(2) ' The decline of the Congress 
vote in the 1962 general elections 
owes largely to the defection in 1962 
of the Patidar leaders who joined the 
Swatanlra Party The Swatantra 
Party was also able to secure a size¬ 
able section of the Kshatriya vote 

(3) The “Mahagujarat” seas large¬ 
ly a PSP-sponsored alliance. In 1962 
ihe PSP resumed its own identity. 
We have, therefore, bracketled them 
together 



Table 1; 

Major Communitiea 

of Modasa 


C’aiumunttv 

Social 

St.-<ius 

Political 

Experience 

.and 

Influence 

Extent of 
Rural 
Penetra¬ 
tion 

Numerical 

Strength 

1 

2 

3 

4 

5 


Baniyas (Nima) 
Baniyas (Khadaita) 
Patidani 

High 

High 

Low (except 
a small 

Longest 
Fairly long 

Hardly any 
More 

1 3 5 per cent 

Kshatnya 

minority of 
migrants) 

Low 

Recent 

Not yet 

Still more 
Most 

16 per cent 

40 to 50 per cent 
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the minority faction’s attempt to 
consolidate its position. The other 
major caste groups in the Congress 
the Patidars and the Kshatriyas, re¬ 
mained outside the main conflict 
and had not yet taken the form of 
factions. *1110 Patidars had in 1957 
argued for a “peasant candidate” 
but did not press their claim in 
deference to the Nima group. It was 
m 1962 that the selection was bit¬ 
terly contested by them. 

Political Polarisation 

The Patidars had now become 
restive, organised themselves into a 
powerful faction, and put in their 
claim m opposition to the claims 
of the Nima and Khadaita Baniya 
candidates An intense campaign 
followed and ultimately resulted in 
a polarisation, the traditional Nima 
group and the Patidars presenting a 
united front against the Khadaita 
Baniya. Tlie Patidar faction was 
still prepared to withdraw in favour 
of a Nima Baniya but was not pre¬ 
pared to make room for a Khadaita 
Baniya who was getting to be much 
disliked in the countryside and 
particularly by the Patidars who 
were rapidly growing inlo positions 
of leadership in the villages 

Most of the Mundal Congress 
(ionimittee.s, firactically the whole 
of the Taliika Congress and a majo¬ 
rity of the D C C were against the 
candidature of the Khadaita who 
was geneially unpopular with the 
local Congre.ss, largely owing to his 
habit of bypassing the organisation 
and relying either on Ins rastenien 
Or on “higher authorities” at the 
.State level. But to the surprise of 
everyone, he managed to get the 
ticket by bringing pressure from 
the Stale level on the I) f. ( wlieie 
he succeeded in getting a majority 

The .-equel to the .selection is iin- 
porlanl, Bairing the Khadaitas most 
of whom were outside the fold of 
the official Congre.ss organisation. 
Congressmen all over the Taluka 
were dissatisfied The most resentful 
was the Patidar faction which de¬ 
cided to put up its candidate against 
the Congress In these circumstan¬ 
ces, it found the newly-formed Swa- 
tantra Party a handy instrument to 
fight the Congress with The upshot 
was en bloc desertion by the Pati¬ 
dar group from the Congress. 

Here is a clear case of party fac¬ 
tions becoming irreconcilable and 


leading to the desertion of « whol« 
faction from the parent party into 
a new party which, but for tne de¬ 
sertion, had no base m the consti¬ 
tuency. Parly factions, instead of 
providing a hasio for accommoda¬ 
tion and flexibility, here became ir¬ 
reconcilable and led to an open 
break. It was through the Swatant- 
ra Party that the resentment could 
be channelised. Although in the 
outcome the Swatantra Party was 
defecated by a, narrow margin, its 
performance was remarkable and 
would have been impossible without 
the desertion of the Patidar group 
from the Congress. 

Attitudes to power, however, 
differ Both the Nima and the Pati¬ 
dar groups had been deprived of 
the partv ticket by the Khadaita 
candidate'.s strategy of “pressure 
from above”. But while the Nima 
group continued within the Con¬ 
gress, albeit with a much reduced 
enthusiasm and with some of its 
workers wifhdi awing from active 
politics, the Patidars. known for 
their aggressiveness in politics and 
not given to taking a defeat lying- 
down, left the Congress determined 
|o undo It befoie long Attitudes of 
particular groups have much to do 
with the precise form that politiral 
mobility takes. It is only bv a com¬ 
bination of an cxiraordin.'in set 
rirr urn stances, as found in Modasa. 
that the commercial community of 
Banivas has o< ciinied such a pre- 
doinmant political position. With 
the tone of polities rhaneing from 
a respectable and paternalistic acti¬ 
vity into something acutely compe¬ 
titive. and with the n'se of new and 
acgiessive croups, the days of the 
Banivas in Gii|aral polities arc num- 
iHTcd Modasa is a case in point. 
Kven amonc the Baniyaa, the more 
in bane and idealistic Nimas are 
First on their way out The Kbadai- 
t IS. nioncv-lmdcrs and niorteage- 
dealers. are known to be more tough 
in then rnanagemenl of human 
affairs and can put their money to 
prod effect in politics But before 
the_ pas.sion for politics of the Pati¬ 
dars and before the overwhelming 
numbers of '^>e Kstiatrivas even the 
Khadaitas will be forced to retreat. 
Considering the cost of politics, 
they will soon deride to give it up 
altogether Though >n tbe 191’'* elec¬ 
tion in Modasa a Khadaita Baniya 
won narrowly against a Patidar, this 
was perhaps the last time that this 


could happen. The future, whidi 
was foreshadowed in the election, 
lay with the numerous and riuRK 
Patidars and Kshatriyas, as indeed 
was to be proved only a year after¬ 
wards when the Taluka Panchayat 
was elected. 

Ill 

The role of factions in the selec¬ 
tion of the Congress candidate 
underlines the importance of caste 
in the politics of Modasa. We may 
now ask and recapitulate: how pre¬ 
cisely have the various castes group¬ 
ed themselves in Modasa politics? 

Caste and Factions 

Broadly speaking, the first im¬ 
portant caste consolidation was that 
of the Khadaita Baniyas. This, in 
turn, led to another caste consoli¬ 
dation, The Patidars, deferential so 
long as Dada and the Nima group 
were in power, now began to feel 
uncomfortable. Thi.s was largely be¬ 
cause whereas the Nimas were 
largely an urban caste and inter¬ 
fered little in rural affairs, the 
Khadaitas operated in areas where 
the Patidars made their livelihood. 
Moreover, in so many local events 
- - the D I, B eleetions. the composi- 
lion of the School Board, the elec¬ 
tion of delegates to the A I C C — 
these were the two groups that came 
into conflict. Finally, as we will 
see below, the Kshatnya community 
was advi.sed in 1962 both by their 
regional organisation, the Gujarat 
Kslialriya Sabha. and the local 
Patidars with whom they had close 
social contacts, to vote for the Swa¬ 
tantra Party. This ha-v since led 
gradually to a caste alliance be¬ 
tween the Patidars and the Kshat¬ 
riyas against tlie Baniyas. 

Thus starting with the activisation 
of intra-party groups, the gradual 
weakening of the ideological heirs 
of Dada and the rise of new bid¬ 
ders for flower, the political con¬ 
test got organised on the basis of 
caste, at first within the Congress 
and then beyond. It is remarkable 
that in none of the elections did a 
Khadaita stand against a Khadaita, 
a Nima against a Nima or a Pati¬ 
dar against a Patidar What i.s found 
in some other places, men of the 
same caste standing against each 
other thus enabling politics to cut 
across caste groups, did not occur 
in Modasa. where the major groups 
in politics are caste groups. IndeM 
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TATA BICARB 






BREAD... 


It it the tubsiance that makes your hied 
food (eel crisp, and the cooked vegetable 
taste (reth, it puts the (iz into aerated 
BISCUIT "" '"'a'er.-ettd ♦be little pills you take afieT 

J ihe wadding meal, h makes the loam in 
your (ire eminguither. 

Tata Bicarb (Sodium Bicarbonate or NaHCO^ 
is made under carefully Controlled condiiiona 
“ by Tala Chemicals, in both 'refined' and 
'BP.' qualities, for industry and the homo ' 

As Indio's Five Year Plans raise *our standard 
of living, Tata Chemicals make their contri¬ 
bution through comprehensive expansion 
Yesterday's planning results in today's 
progress and in tomorrow's chemicals 

CAKES CREAMS... 4X/f pofl TATA BKAUB 

^ Tata Chtmitaii UmitMl 

Bombdir House, Bruce Street, 
forb Boitibiy 1. 


FOOD FRIED,.. 




PHARMA... 


Workit 

MStupur (Wetfem Wy-) 
Ciqwtf State 



T n * ’ 

here it lb 4a^; 'leyilUeit that 
often cut pa'xty aSlwtioni 

such as Cougvws Khadahas 
\turking alaittlt ^ Cdngrew candi¬ 
date in 1957. Ewn the Patidar 
proupW joinmg dhe Swatantra Parly 
after defecting from the ^ngress is 
lo 1« interpreted as continuation of 
u factional atruggle whhin the Con¬ 
gress that had developed on a caste 
basis. The new party was no more 
than an instrument for carrying on 
the fight. 

IV 

Our consideration of factional¬ 
ism has so far been limited to the 
political elite of Modasa. It should 
now be seen how such a form of 
political c(»npetition gets structured 
into the mass of the electorate. More 
particularly, it needs to be examin¬ 
ed how far caste provides the infra¬ 
structure of political organisation 
and makes available to the compet¬ 
ing groups the necessary mecha¬ 
nism for electoral divisions and 
alignments. For us, two questions 
are involved here ; How far do the 
relationships between various castes 
of Modasa provide material for poli¬ 
tics? In other words, what is the 
secular potentiality of Modasa’s caste 
hierarchy? Secondly, how actually 
did these relationships provide a 
basis for electoral behaviour in 
1962? 

Change of Dominant Group 

Modasa is a comparatively back¬ 
ward constituency. The political 
articulation found here is not one 
of horizontal diffej-eiitiation (in 
terms of various social and political 
groupings) but of vertical depend¬ 
ence (between a dominant minority 
and a dependent majority). The 
developing cleavage is between two 
01 more minority groups, although 
one minority may be more nume¬ 
rous than the other. The changes 
that occur are changes in the domi¬ 
nance pattern of politics where one 
dominant community gives place to 
another, the large majority of peo¬ 
ple simply providing a numerical 
base for the contesting parties, 
having not yet themselves emerged 
as active participants in the politi¬ 
cal process. This is one point. An¬ 
other point, and one of consider¬ 
able general significance is that 
such a change in the dominance 
pattern is initiated in the sphere of 
politics which then gets reflected in 
society. Indeed, to a marked extent 






the changes taking place in ^ 
cular relationships between verkma 
groups in Modasa society can be 
understood largely in terma of the 
political relationships between those 
groups. What follows will make tfiis 
clear. 

Where the rival contenders for 
votes come from minority communi¬ 
ties, there is no direct identification 
in terras of caste, occupation, inte¬ 
rest group or political party between 
the candidate and the voter that 
could be statistically related. The 
relation is indirect and can be as¬ 
serted only because of supporting 
data collected both from a review 
of the last few years and other 
field data on the conduct of the 
election. But whatever statistical 
evidence there is, goes to support 
the assertions we make; which in¬ 
creases our confidence in the analy¬ 
sis. 

Let us first state our assertions 
The Baniya community has enjoyed 
long political hegemony in this area, 
partly owing to its social and eco¬ 
nomic position and partly owing to 
its supply of political leadership 
during the Independence movement. 
As is usual in the politics of mino¬ 
rity dominance, the minority itself 
gets split into rival factions. In Mo¬ 
dasa these factions also took a com¬ 
munity base, between the two sects 
of Nima Bamya and Khadaita Bani¬ 
ya. The Nimas had dominated so 
long as politics was largely urban- 
orienled. With adult franchise, this 
was no longer possible. On the other 
hand, the Khadaitas. both more 
numerous and exercising a greater 
rural penetration, began to dominate 
a number of local institutions. The 
Nirnas continued to control the Talu- 
ka Congress for some time but, lack¬ 
ing the wherewithal by which to 
control the rural masses, lost in 
real power lo the Khadaitas. But 
while the Nimas. found mostly in 
the urban areas, continued to hold 
certain positions because of the tra¬ 
ditional respect in which they were 
held, it was the Khadaita commu- 


.. ., >'■ vt,. , 

'and >;•' 

« fttNUMr nird peivdfhthM), , 
diat doninated, local cantraa 
power. ’fTth yeaia of influence and’, ' 
atatua in dte village community be» C 
hind him and ^e wherewidial by.' 
which to cmtrol the, needy and this 
backward, the (Khadaita) Baniya 
has enjoyed this position of domb , 
nance for a considerable time nosr. 


Alllanee of Rural ComnMinitiea 

This portion, however, was not 
left unchallenged. The chief con¬ 
testant has been the Patidar com¬ 
munity of Modasa. Now it is true 
that in terms of economic power 
and influence, the Patidars have a 
long leeway to make up. But they 
have other qualifications. They are 
more numerous. They are the farm¬ 
ers, die sons of the soil. Many of 
them have made a succeM of farm¬ 
ing and have prospered. As politics 
became more broad-based and pea¬ 
sant-oriented, this increased their 
confidence and their sense of soli¬ 
darity, especially against the Bani- 
yas. The upshot was that the Pali- 
clars of Modasa were no longer 
satisfied with a dependent status in 
politics. Indeed, for a large majo¬ 
rity of them, politics provided the 
only opening for getting out of 
their “low” and dopentunt status 
in society as well. Thus m the 1962 
election, the first time the Patidars 
made a determined bid for power, 
it was from among the “backward” 
Patidars (caste Anjana) that a 
candidate was put up. A year later 
he became the President of the 
Taluka Panchayat of Modasa I 

Far more numerous than any 
other caste group, economically ex¬ 
ploited and socially handicapped, Is 
the Kshatriya community of Modasa. 
An incomparable political force in 
term.s of numbers, the Kshatriyas 
have all along had a dependent 
status, in politics as well as in so¬ 
ciety. They have conformed to 
whichever dominance pattern ob¬ 
tained in their differenl villages. 
This was so right up to the 1962 


Table 3 : Social Composition of Modasa Constituency 

Brah min Baniyas Patidar Kshatriyas* Hanjans Muslim Others Total 

2010 2099~^ 9121 ~201B3~ 3122 4644 13184 54373 

(SJl) (3.5) (16) (40) (5.6) (8) (24) (100) 

iVoir* Figures in brackets denote the voters of the caste as per cent of total voters. 
* We are not able to give the total figure for the Kshatriyas because of the later 
inclusion of a number of other communities here classified as “backward" and 
included in the miscellaneous column The total of Kshamya voters should l>e 
somewhere between 45 and 50 per cent of the total votetn. 
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elections. But 1962 did nuke a 
difference even to the Kshatriyas. 
Two factors are important. The 
Gujarat Kshatriya Sabha. a promi- 
nent social organisation of Ksbatri- 
yas throughout the State and domi- 
nale<l by outstanding leaders of the 
oommunity, had openly called upon 
the community to vote for the Swa- 
taivtra Party. Tins was a great in- 
fluenee and raadte the community for 
the first time (unscious of itself as 
a political force. Secondly, in the 
whole of Sabarkantha district, the 
numerous low caste Patidars (Arija- 
iias) are very close to the Kshatri¬ 
yas in the social hieiaicliy and are 
usually in constant social inter- 
coiiree. Now that a Patidai — and 
ihat too an Anjana 1‘atidar ~ had 
at last made bold to contest against 
the powerful Baniya, the sympathies 
of the Kshatriyas were naturally 
for the Patidar The facts most em¬ 
phasised by the latter was that he 
was a khedui, a farmer, and that 
he hud joined issue with the Bani¬ 
ya, the traditional usurper. This 
provided a manifesto, a son of ideo¬ 
logy and one that readily carried 
meaning to the uneducated villager. 
Then there was also the fact that 
the Swatantra Paity had given its 
ticket in the adjoining constituency 
to a Kshatriya. The latter also ex¬ 
erted his influence on the Kshatri¬ 
ya vote in Modasa. 

Challenge to Congress 
With all these factors, however, 
the Ksiiatriya vote was decisively 
split, the Congress and its Baniya 
candidate still retaining their domi¬ 
nance on the oommunity in a num¬ 
ber of places. This accounts for the 
ultimate victory of the Congress 
candidate over his Patidar rival 
from the Swatantra Party The lat¬ 
ter’s calculation of a firm Fatidar- 
Kshatriya alliance had to contend 
with the strong influence wielded by 
the trading class on the mass of 
voters that continued to be in a 
State of dependence, indebtedness, 
obligation or simjily infliiena’ hal¬ 
lowed by tradition and usage On 
the othv! hand, by forging such an 
alliance and turning it into an ex¬ 
panding base of political organisa¬ 
tion, the Patidar leaders of the Swa¬ 
tantra Party posed a formidable 
challenge for the Congress, one that 
nearly shook her from her fort in 
the very first encounter and was 
likely to become a menace for a 
long time to come. To see it, how¬ 
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ever, as a Swatantra challenge to 
the Congress would he misleading, 
it was essentially the challenge of 
the Patidars against the dominant 
Baniyas. m the process also bring¬ 
ing in the numerous lower strata of 
the population and affecting time- 
honoured donnnanl-depeiident relu- 
iiuiLships. 

V 

The foregoing analysis shows 
that it was the behaviour of the 
K.shatriya (and its contiguous “back¬ 
ward") vole that held the key lo 
the 1962 elections As said above, 
in spile of ovei wlvelining mx lal .md 
political factors, the Congress 
managed lo split the Kslialriyas in 
their voting ptefeienres. I'lie 
Kshatliyas hud foi long provided 
the backbone of the political supe¬ 
riority of the tiongiess in Modasa; 
they air also iri most jilares econo - 
innally dejiendcnt on the lianna^ 
The Patidar leadership of the Swa¬ 
tantra Parly succeeded in breaking 
this hegemony. But it did not suc¬ 
ceed enough. Tables 4 and 5 make 
this abundantly clear These Tables 
give those polling booths where 
there is a high density of Kshatriya 
population Potentially they provid¬ 
ed the strongholds for the Swatantra 
Party, as is seen from the figures 
for the eleven booths given in Table 
4 In an almost equal numbei of 
booths of Table 5. howevei, Kshalri 
ya voters behaved in just the oppo¬ 
site way. they supported the Con¬ 
gress The Congress in effect manag¬ 
ed to iplain the Modasa seal against 
the challenge of the Palidar-Kshatn- 
va alliance liy ftnsli.'iting the alli 
ance in a number of places It too 
had Its strongholds of economic 
domination and Us pohtiral record 
and it cashed in on the same with 
good efled, 

ConKress unci Ruriil Votes 

Thus in village Ramos (booth 271 
there was a “constiuctive worker” 
with a long record of woik who 
came from the Bum)a (Khadaita) 
community and was gieatly tvspect- 
ed As It often happens, the wealthy 
and influential families to whom the 
dependent classes in any case turn 
foi economic help and “advice”, 
also throw up a noble jierwm who 
can .affoid lo devote his life to un¬ 
paid social work. This helps in fur¬ 
ther consolidating the hold of these 
families over village li^e as they are 
in a position lo guide both the 


traditional and the modemin asp¬ 
ects of village life. The bold was 
still further fortified in this village 
because of an incident that played 
into the hands of the Baniyas. A 
Patidar had beaten a Kshatriya for 
entering his field. The situation was 
cleverly exploited by the Baniyas to 
their own advantage. The benefit 
was reap;d by llie Congress candi¬ 
date for whom the village Baniyas 
acted as a link. The link need not 
always he of the same caste. Thus 
village Kiitlol (booth 16) was domi¬ 
nated by a leading Muslim trading 
family (known as Vora) that per¬ 
formed the money-lending and other 
“.sahtikar” functions in the village. 
It also siipjilied the Pnesidcnt of the 
local Panchayal and geneial guid¬ 
ance in political matters This family 
b»‘caiise of its trade lelalionship with 
the Congress candidate .secured for 
hmi the support of the village. 

Voting in Modasa Town 

A still more interesting case is 
(hat of Hayal (booth 44) where the 
nioiivylending, shopkeeping, social 
Icadershif) and Panchayat functions 
w'Pie performed by a leading Pati¬ 
dar family Moreover, it was also a 
siaiinch “Congress family”, the head 

the family being the President of 
the Taliika Congress Committee 
Thus though a Patidar in caste, his 
outside trading contacts were with 
the Baniyas and political loyalties 
for the Congress Moreover, he also 
had a caste quarrel with the Patidar 
candidate of the Swatantra Party 
over whose family stood higher m 
the system of hypergamy. At the 
.same time, as he was also an anjana 
Patidar. he had close ties with the 
local Kshatriyas community Such a 
conihmalion of circumstances en¬ 
abled the Congress to poll almost 
the entire village population in its 
favour in the election The gain of 
the Congress was even more. In the 
neighhouring village of Itali (booth 
I'd ) another Patidar who was a close 
kinsman of the Bayal family domi¬ 
nated the village economically and 
politically. A substantial section of 
the latter also voted Congress The 
main point in such villages is the 
monopolUlic position of the family 
that performed the “sahukar” func¬ 
tions. Though normally Baniya, it 
did not matter what the caste of 
the family was. 

These are stray illustrations but 
they show the ways in which the 
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Congress was able to make inroads 
into the rural vote including d)« 
votes of Kshatriyas and at some 
places even of the Patidars. But if 
the flitting of the Kshatriya vote 
enabled the Congress to withstand 
the Swatantra challenge of a rural 
alliance against Baniya dominance, 
it was the utban vote that really 
tilted the balance in favour of the 
Congress. The vote in Modasa town 
followed a pattern very different 
from the pattern in the countryside. 


Hese it was not the penistmCe or 
decline of a dominance pattern on 
social or economic lines but politi¬ 
cal record and persuasion that in¬ 
fluenced voters’ Visions. 

The interesting thing to note in 
this connection is that a recent event 
of explosive significance — diver¬ 
sion of the railway line from Modasa 
to another part of the district in 
spite of official and expert advice 
being in favour of Modasa —, 
which had led to a great deal of 


agitation and violence* hid turped 
the people of the town hostile to the 
Congress. Yet, their dissatisfaction 
could not be turned to the advant¬ 
age of the Swatantra Party. There 
were two reasons for this. Firstly, 
the P S P which had been in 
forefront of the Mahagujarat move¬ 
ment had also taken the lead in the 
Railway agitation Hence it was the 
PSP that derived the most benefit. 
Secondly, the old Nima leadership 
111 the Congress had a good hold 


Table 4 : Swatantra Strongholds in Kshatriya Areas 
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AH over India 


iNDUtTKv The Swatantra Bharat Mills, Delhi covering an area 
of over 350,000 sq ft has been entirely refitted isith Philips 
lighting equipment supervised by Philips lighting engineers 
Results. increased productivity, higher worker morale 


IT’S PHILIPS FOR PLANNED LIGHTING 


No matter what the .tpplication—for factory, office or 
roadway—lighting to be cflcctive must be planned. And 
planned lighting, eveiywheic, has come to mean lighting 
by Philips, Philips have the vast experience and technical 
know-how of their international associates to draw upon. 
And Philips today manufacture in India lamps, fittings 
and accessories to specifications even higher than pres¬ 
cribed international standards—to ensure that lighting 
installations function efficiently even under widely 
varying and severe climatic conditions. That's uhy, all 
over India, Philips quality lamps, fittings and accessories 
are specified for ultimate economy 

PHILIPS LIGHTING 
SERVICE BUREAU 

For maximum illumination 
at lowest running cost...in 
projects, factories, offices or 
shops — consult the Philips 
Lighting Service Bureau. 
Highly trained and expe¬ 
rienced lighting engineers 
will assess your particular 
requirements, and recom¬ 
mend the best, most eco¬ 
nomical lighting —free and 
without obligation 1 



PHILIPS 



SHlim INDIA tUilTED 



ossici The lava Bengal Line's modirn office m Calcutta 
reflects efficiency at every turn And, of course, ihe lighting is 
specially designed and installed by Philips. Recessed fluorescent 
lamp fittings achieve an even, high level of shadowless and 
glare free illumination. 



aoAOWAV I The magnificent Nehru Bridge over the Sabsmuti 
St Ahmedabad had to have the very best lighting—naturally 
Philips was the choice. Scienuflc planning and ultni-tnodem 
fittings make this brilliantly lit causeway a real show-piece, 

jyyrr toil 
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over the tWfntUtkMi oE the towiiv 
Although thiWn oot of poetUon 
within party by the Kudaitar, 
the Nima leaders could not, like the 
Patidars, bring themselves to oppose 
the Congress or even be indifferent 
to it. (Some, however, subsequently 
retired from active politics.) They 
used all their influence and pressure 
to »ve the party’s prestige and the 
name of Dada. The result was that 
the P S f* and the Congress polled 
between them almost the entire 
vote of the town, the Swatantra 
Party making a miserable show. 
The margin thus secured enabled 
the Congress to tilt the balance and 
win the election. 

ConfreM Factionalism Helps 
Swatantra 

Such arc the reasons for the ac¬ 
tual outcome of the genera] elec¬ 
tions, the Congress losing substan¬ 
tially but yet retaining the seat. A 
closer look at Tables 4 and 5 may 
be worthwhile. It is true that where¬ 
as one set of booths shows a corre¬ 
lation between Kshatriya concentra¬ 
tion and Swatantra strongholds, 
another set of almost equal concen¬ 
tration of Kshatriya vole shows a 
strong preference for the Congress. 
The sweep of the Swatantra hold in 
Kshatriya areas, however, is strong¬ 
er than of the Congress. Thus eien 
in the Congress-dominated areas, 
the Swatantra managed to secure 27 
per cent of the vote and the PSP 
another 10 per cent The corres¬ 
ponding figures IK the Swatantra 
strongholds are Congress 19 per cent 
and P S P 5 per cent. As a matter 
of fact, the shift away from Baniya 
dominance and towards affinity with 
the Patidars is clear in gieater or 
smaller degree all over the constitu¬ 
ency. This was shown in the elec¬ 
tion, with the single ' exception of 
booth 44 (see Table 5) where the 
overwhelming superiority of the 
Congress is owing to the exceptional 
stand taken by the Patidars them¬ 
selves to support the Congress (and 
advise the Kshatriyas also to do no). 
As a matter of fact, with the excep¬ 
tion of booth 44, the Patidar leaders 
of the Swatantra Party managed to 
put up a three figure performance 
in all booths of Kshatriya predo¬ 
minance. The Congress, on the other 
hand, failed to do so in as many 
as six booths. The upshot is a trend 
of declining Baniva dominance and 
rising Patidar-Kshatriya alliance 


against such a dominance in Modaaa 
politics. 

The trend was confirmed in the 
election of the Taluka Pat^ayat 
President that followed in 1963. In 
this election, the impressive majori¬ 
ty of the Patidar candidate of the 
Swatantra Parly against the Con¬ 
gress candidate largely owed itself 
to the support be got from Kshatriya 
and Patidar Sarpanches. The caste 
break-up of the vole is given in 
Table 7. 


TaUe 7 : Taluka Panchayat Election 


Caste 

Swatantra 

Congren 

Total 

Brahmin 

1 

4 

5 

Patidar 

16 

2 

18 

Kshatriya 

27 

3 

30 

Baniya 

— 

5 

5 

Others 

1 

1 

2 


45 

15 

60 


A/oiei ■ 

(1) The "Swatantra” group in thin 
election, owing to a directive of 
the party, did not uie the name 
of the party but of “Khedul 
Sangh”, a farmers’ organisation 
in the constituency that was 
treated at the time of the 
election • 

(2) ' Sixty memben out of a total of 

62 voted in tbit election; 

The experience of the elections 
has opened the eyes of a section of 
the Congress leadership which is 
aware of the strong po.sit)on of the 
Patidar leadership of the Taluka, 
The only way of regaining the lost 
position of the Congress in Wodasa 
is to win back this group and this 
could be done only at one price : 
the present Khadaita hegemony of 
the Taluka Congress should go. 
.Such a .Holution may indeed find 
favour with the D C C which i« also 
dominated bv the Patidars. More¬ 
over, if the D C C can enforce its 
line of thinking on the Taluka. Mo- 
da.sa too will be in their hands and 
the rivalry between two centres of 
power in the district ever since the 
death of Dada will come to an end. 
The territorial shift of power from 
Modasa to Himatnagar (the District 
capital and home of the D C C 
group) and the social shift from 
Baniyas to Patidars would be com¬ 
plete. The enticements for the D C C 
to enter into this grand design are 
indeed tempting but any movement 
on their part would depend upon 
(i) the success in wooing back the 


Patidar group of MbdMia; aad (il> 
the ease with whkb the Khadaita 
M L A and his group can be ptsr- 
suaded or coerced into acquietc* 
ence. The latter would depend on 
the pull of the M L A with ^‘higher 
level” leadership. Meanwhile, Mo* 
dasa politics after a long factional 
process has crystallised along a pat¬ 
tern that seems to augur well for 
the opposition party. 

VI 

CtmdhiBioiis 

(1) The political orientation of 
this relatively backward consdtuen- 
ry has been provided by a long 
period of one-man dominance 
followed by the political hegemony 
of the Congress Party since in¬ 
dependence. 

(21 Tins led to political compe¬ 
tition within the Congress. Opposi¬ 
tion got internalised and the out¬ 
come was a structuring of the party 
into a system of factions. Starting 
with individual competition and 
frustration the process soon got cry¬ 
stallised along an ongoing structure 
of ascription, influence and power. 
In the main, this derived from (a) 
kinship and caste alignments and 
(h) economic power. 

(3) The process gained shape 
from a sequence of competitive 
trials provided by a senes of elec¬ 
tions over a period of twelve years 
(1952 to 1963) and even more, by 
the selection of candidates for the 
Congress ticket for each of these 
elections. 

(4) Such a stnicturing of politi¬ 
cal power along factional lines drew 
its sustenance from the division of 
the electorate on the lines of the 
prevailing infra-structure of Modasa 
society, although in the process it 
radically altered the power relation¬ 
ships of this structure by introdiiciniz 
new principles of organisation and 
affiliation. 
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Tfjesc changes in the power reJa- 
tionships of Modaea can be undcr- 
Mood in terms of the changes 
through which the dominance pat¬ 
tern in society has passed For long 
this pattern was one of urban do¬ 
minance in which one section of 
the trading community of “Baniyas” 
were all-powerful. With the growing 
importance of numbeis and thus of 
the rural population, the pattern 
turned into one in which economic 
hold and a long period of rural 
domination gave power to another 
sect of Baniyas, the money-lenders 
and the village “sahiikars" Mean¬ 
while, the more enterprising and 
aggressive of the farming commu¬ 
nities, the "Fatidai” community, 
was catching up and soon began 
challenging the dominance of the 
trading class They were the new 
rural leaders and owing to their 
closeness m occupation and social 
hierarchy to the numerous small and 
landless farmers, coming from vari¬ 
ous “backward” castes but together 
known as the “Kshatnya", there 
came about a consolidation of rural 
powet neve? known hefoie With 
this, the hegemony of the in ban and 
trading comniiuiities was under¬ 
mined once and for all 

(aisle Orientation of Polities 

(.S) Such an iindrrstaiiding of 
politics in teims of an iiifrastriii 
ture of coramunilips also piovides a 
clue to the 1062 eleciinri lesulls. 
The tiadiiig rommuiiilv with ils 
traditioiidl hold on the villages on 
the one hand and the coiisc ions and 
articulate section of the pr.a,saiitiv 
on the other jiiovided the ha.i-, of 
the polarisalinn that came ahoiit in 
Modasa politir.s When llie faci'on 
representing the lattei deferteel fioin 
the (aiiigress Parly ni 19()2, the fac¬ 
tional cleavage within the party 
turned into a political cleavage bet¬ 
ween two paities. Ihideilying both, 
however, was the caste cleacags' des. 
ciibed here 

The decisive mibieiice was. of 
course, exercised by the large and 
inaiticiilale “backwaid” sole of the 
Kshatri\a communities Tins vote 
was split The Swatanlin Paily was 
a late-comer and bad no organisa¬ 
tional network to count upon On 
the other hand, the candidate of the 
Congress had vast inAucnce in the 
constituency, especially owing to his 
wealth and busine.ss links. That the 
balance was still in favour of the 


Swatantra Party it owing to the 
dote links of its aocialiy “backward” 
candidate with the bulk of the 
fanning population of Modasa. It 
IS significant, therefore, that it was 
the urban vote of Modasa town that 
enabled the Congress to steal a 
march over the Swatantra 

(6) More than the outcome, how¬ 
ever, it IS the trends revealed bv the 
1962 election that are more impor¬ 
tant. These point to the emergence 
of a .strong political alliance bet¬ 
ween the two farming communities 
of Patidars and Kshatriyas. The days 
of Baniya dominance in Modasa 
politics seem to be numbered. Whe¬ 
ther the alliance will benefit the 
Swatantra Party as it appears to 
have done in the local-self-govern¬ 
ment election of ’63 or the Con 
gress will stage a come-back by 
winning back the F’atidar leader¬ 
ship into Its folds cannot he predic¬ 
ted with certainly, although there 
are great difficulties in the way of 
the Congress, thanks to the powerful 
faction chain stretching from the 
Taluka right to the .State and na¬ 
tional levels that could be invoked 
by tlie present Baniya M L A of 
Modasa. What is leitain is that 
w'hirhever patty wins over this new 
rural coalition will come out success¬ 
ful in Modasa The crux of political 
(livisioiis in Modasa is tlieii commu¬ 
nity and interest onentation ftbe 
latter taking an iiiban-niial and 
liadei-fatmer complexion 1, taste 
emerging as the relevant political 
lafegoiv and providing the necessa¬ 
ry stmctuial basis for luoliilisalion 

(7) Siub a community orienta 
lion of politics, however, should 
not lead to an instrumental view of 
politus according to which politics 
IS but a lellei tioii of social cleava¬ 
ges that exist apail from and prior 
to the plav of politics. Such a view 

the relalionsliip between society 
and politics is not borne out by the 
Modasa stud) Indeed, the point 
that emerges cleaily in Moda.sa is 
the [mliliial rrif’tn of wcial rlian- 
gee • politics is the great lesrller of 
st'Cial distances and dominance posi¬ 
tions found in a peasant society 
The distances exist, the antagonisms 
are also there, but these are largely 
latent. It is in politics that they 
are crystallised and given shape. 
“Ranivas”. “Patidars”. and “Ksha¬ 
triyas’’ were indeed the significant 
categories of Modasa politics, but 


they operated not as traditional 
communal groups but as political 
groups, in the process paaeing over 
important social gradations or crea¬ 
ting new gradations. What emerges 
from Modasa is not so much social 
conditioning of politics but politici¬ 
sation of social cleavages and the 
creation of new identifications and 
loyalties, although both were invol¬ 
ved in the process of change. While 
caste provided an ongoing structure 
along which politics got articulated, 
politics provided events and oppor¬ 
tunities by which traditional struc¬ 
tures were found to disintegrate or 
re-shape under the impact of new 
forces. Modasa is a revealing case 
study in the politicisation of a tradi¬ 
tional society. 


Bye-Elections since 1962 

piFTY-SKVFN hye-elrctions, 10 to 
the bok Sabha and AT to the 
State Legislative Assemblies, have 
been held since the geneial election 
in 1962 In the bye-elections to tlie 
10 Lok Sabha seats. Congress lost 
four and Jan Saiigli one, while 
Swalantia gained two. Socialists 
one, D M K one. and Independents 
one. 

In tlie bve-elei iK.iis to tlie leuis- 
lalive Assemblies, (^ingress gained 
three and went up from 24 to 27, 
and I’ .S P also gained two. The 
All-Paity Hill l/cader.s’ Confmmee 
(Assam) and Independents lost two 
each and rame down from 7 to .'i, 
and from .'i to .3. respectively Swa- 
laiitra also lost one seat ConimuQ- 
isth and Muslim f.eagiie retained 
their two seats earh and Jan Sangli 
one. 

Since the emeigeney. 41 bye- 
elections have been held. 7 to the 
Lok Sabha and .14 to the Stale l/r- 
gislalivr Assemblies. In the bye- 
eleclions to the l.ok Sabha. Cong- 
less lost three but gained one. Jan 
Sangh lost one. Swatantra, Socialist 
and Independents gamed one each 

The lesiilts of the bve-elections 
to the Legislative Assemblies .show 
that Congress added three more 
members, now 20 as against 17 
earlier, and PSP gained one. The 
All Party Hill Leaders’ Conference 
lost two seats and now holds 5 in¬ 
stead of 7, and Swatantra and Jan 
Sangh lost one each. The Commun- 
i.st Party of India retained its one 
seat and so did two Independents. 
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Divorce Cases in the Court of Poona 

An Analysis 
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Kamalabai Desbpaade 

The Hindu Marriage Act, which came into force in 1955, contmHed many provisions new to pre* 
vious traditions. 


An attempt is made below to analyse marriage petitions revered under the Act in the Court of *, 
Poona during a period of seven years, from May 1955 to June 1962, with a view to finding out the response f 
of Hindu society to Use Marriage Act. ; 


Particular attention is fussed on the question of divorce which was so far unknown to Hindu Law. 
(except for the Bombay Hindu Divorce Act passed in 1947 and an earlier Act in the native state of Baroda). 

[1 am indebted to Shri V G Wagle, District and Sessions Judge, Poona, for granting me permission 
to read the records relating to marriage portions in the Court of Poona.] 


JNITIALLY, the marriage pelitions 
registered under the Hindu Mar¬ 
riage Act were disposed of by the 
District and Sessions Judges in the 
Court. After some time, they were, 
transferred to the civil side of the 
Court. Out of 72 cases in the year 
1955, the first 51 were disposed of 
in the Sessions Court, while the 
last 21 were sent to the civil side 
In all, 771 cases were studied and 
the results are presented in the 
Tables. This is how the 771 cases 
were distributed o'er the seven years; 


Year 

No of Petitions 

1953 

72 

1956 

93 

1957 

88 

1958 

122 

1959 

154 

1960 

no 

1961 

90 

1962 

42 

Total 

771 


In Table 1 are analysed the deci¬ 
sions of the Court. Out of 771 cases, 
information about 11 cases was not 
available. In 189 (24.51 per cent) 
cases dissolution of marriage was 
ordered, while m 28 cases (3.63 
per cent) the marriage was declar¬ 
ed null and void Judicial separa¬ 
tion was granted in 168 cases 
(21.79 per cent), which may have 
resulted in divorce in the following 
years. Thus in about 50 per cent 
of the cases the marriages were ei¬ 
ther dissolved or on the way to 
dissolution. In 41 cases (5.32 per 
cent) restitution of conjugal rights 
was decreed, as the Court did not 
find enough cause for separation. 
In 101 cases (13 10 per cent) the 
request of the petitioners was not 
granted. 

In a very large number of cases 
the petitions did not come up for 


final decision Some were with¬ 
drawn by the petitioners; some 
were rejected by the Court for some 
technical flaw in the petition or be¬ 
cause of the absence of the petition¬ 
er or his pleader in the Court 

Many cases were withdrawn from 
the Court after some, preliminary- 
hearing by the Court it was plead¬ 
ed that as the community council 
had disposed of the dispute and 
dissolved the marriage or decided 
otherwise, the petitioner was no 
more interested in getting the suit 
settled by the Court. Parties in 
whose community divorce was al¬ 
lowed were not required to come 
to the Court for settlement of their 
disputes One cannot say from the 
available information bow many of 
the 30 per cent petitioners whose 
cases did not come up for decision 
by the Court finally secured divorce 
through agencies other than the 
law court. 

To summarise, 51 pei cent were 
granted dissolution of marriage, 18 


per cent were not; 30 per cent 
cases were withdrawn and it is nerf 
known whetlier the marriages were 
dissolved or not. 

Reasons 

The various reasons put forward 
in the petitions for the grant of 
divorce are mentioned in Table 2. 
In 7.1 per cent of the cases judicial 
separation had already been granb 
ed and the petitioner was making 
a plea for divorce after the comple¬ 
tion of the prescribed period of two 
years. In these cases, the real rea¬ 
sons for the break-up of the mar¬ 
riage were not given These must 
have been given at the time of the 
petition for separation. 

The reason most frequently given 
(62 13 per cent) was “withdrawing 
from the society of the spouse". In 
Marathi this is termed “Nandat. 
or Nandavil Haht”. This means, in 
non-legal English, that (1) a wife 
refuses to live with her husband 
and lives with her parents, or alone 


Table 1: Analysis of Decisions on Marriage Petilions 



1955 

1956 1957 

y 

1958 

EAR 

1959 1960 1961 

1962 Total 

Per- 

(1) Divorce 

34 

2S 

14 

25 

28 

28 

21 

11 

189 

cent 

age 

24.51 

(2) Judicial 
separation 


24 

25 

29 

40 

23 

17 

10 

108 

21.79 

(3) Null and void 

- 

6 

4 

2 

3 

10 

2 

2 

28 

8.08 

(4) Restitution 
of conjugal 
rights 


2 

4 

7 

7 

9 

9 

3 

41 

5.82 

(5) Petitions 
rejected 

13 

6 

15 

13 

20 

11 

1« 

7 

101 

18.10 

<6) Petitions with¬ 
drawn or 
rejected 

22 

28 

25 

44 

52 

28 

25 

9 

233 

80.22 

(7) Information 
not available 

3 

_ 

1 

2 

4 

1 

_ 

_ 

11 

1.42 

Total 

72 

93 

sa 

122 

154 

110 

90 

42 

T71 

90.99 
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or with Dotne other aiau or (2) a 
man refuses to keep hi« wife at 
bis home, live with her and pro¬ 
vide for her. Here, again, specific 
reasons for such behaviour are ti,«t 
given. The Court is faced with what 
amounts to an unofficial separation 
and is asked to give it an official 
^notion. Such official sanction is 
necessary if a second marriage is 
contemplated or if maintenance is 
sought to he avoided. In the course 
of the hearing of such cases, one 
can get to know the real causes of 
the break-up of the marriage, but 
in the summary of cases these are 
not mentioned. 

In 39 cases the reasons could 
rot be ascertained as the full re¬ 
ports were not available. 


advantage of the Hindu Mar¬ 
riage Act (Table 3). Unfortunate¬ 
ly, it is not possible to get m com¬ 
plete caste-wise breakdown of the 
petitioners as many of them do not 
mention their caste (it is no longer 
necessary to do so). We have, 
therefoie, to depend on circumstan¬ 
tial evidence. 

(jisie 

The petitioners may he divided 
into two broad categories; (1) tho^ 
belonging to castes in which divorce 
was unknown, and (2) those be¬ 
longing to castes in which divorce 
was practised Cases of persona 
other than Maharashtrians were left 
out of this classification as the au¬ 
thor could not determine their caste. 


As for Mkharesbtmn ptAttkiiiMni,’ 
an attempt was made to fix the CMtk 
with the help of the surname and 
any other circumstantial evidenca 
that was available from the mar¬ 
riage petition. In many cases refer¬ 
ence was made in the petition to 
attempts made by the community 
council to settle the dispute and 
other such matters which showed 
that the petitioner belonged to a 
caste in which divorce was practia- 
ed. 

Out of the 771 cases, some 67 
(8.69 per cent) came from non- 
Maharashtrian families; 34.75 per 
cent were from castes in which di¬ 
vorce was unknown, and 56.55 per 
cent came from communities in 


In all other cases specific rea¬ 
sons are given. Immoral conduct 
accounts for about 10 per cent of 
the cases. Cruelty comes next (6.61 
per cent). Impotence was a cau><e 
in 5 06 per cent and unaoundnesa 
of mind in 3 89 per cent of the 
cases In 2 07 per cent of the cases 
the marriage was dissolved as it 
was entered into through false re¬ 
presentations. In 1.17 per cent of 
the cases 'change of religion' was 
given as a reason. These last two 
reasons need further clarification. 

In India the groom and bride are 
almost never acquainted with one 
another. They may belong to dis¬ 
tant localities and marriage may be 
arranged by km or friends or mid¬ 
dlemen Defects of the groom and 
the bride become apparent onlj 
after the marriage One groom, for 
instance, was found to be complete¬ 
ly insane. In another case the bride 
was found to he suffering from epi 
leplic fils, etc. As for change of 
religion, conversion from one reli¬ 
gion to another is generally taken 
to be a ground for divorce It can¬ 
not be really considered the genu¬ 
ine cause for divorce in all cases. 
It helps to avoid unpleasant discirs- 
sions in the Court. Moreover, change 
of religion leads to immediate di¬ 
vorce, without the lengthy proc.e- 
dure of judicial separation and de 
lay of years. 

Divorce was unknown to original 
Hindu Law. Custom and usage 
allowed it, however, among many 
communities Thus in a major part 
of Hindu society, divorce was al¬ 
lowed. Yet our study shows people 
from all castes coming forward to 


Table 2: Alleged Reason* 






Y 

E A 

H 





Reason 

1955 

1956 

1957 

1958 

1959 

I9b0 

1961 

1962 Tot.il 

Per- 











< etii- 











•i(te 

(1) Judicial 











separation 


- 


7 

15 

14 

13 

6 

55 

7.18 

(2 1 Withdrawn from 











society 

.56 

59 

54 

79 

98 

56 

55 

22 

479 

68.18 

(3) Immoral 










conduct 

6 

15 

7 

10 

17 

12 

4 

6 

77 

».»• 

t4j Disease 
(5) Unsoundne.ss 

2 

4 

2 

2 

2 

0 

0 

0 

12 

1.56 

of mind, etc 

1 

3 

4 

2 

6 

7 

4 

3 

30 

8.89 

(6) Impotency 

3 

9 

7 

3 

2 

9 

4 

2 

39 

5.06 

(7) Fraud 

0 

1 

1 

6 

2 

3 

1 

3 

16 

2.07 

tS) Cruelty 

191 Change of 

2 

2 

11 

13 

10 

6 

7 

0 

61 

6.61 

religion 

- 


1 

1 

2 

3 

2 

0 

9 

1.17 

(10) Reason not 











known 

2 


1 

— 


— 

— 


3 

0.89 

Total 

72 

93 

86 

122 

154 

110 

90 

42 

771 

100.00 


Table 3; 

(^■lewise Analyii* 
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£ A 

H 





Ca-iie 

1955 

1956 

1957 

1958 

1959 

I960 

1961 

1962 Tolal 

Pci- 











rfni- 











.»«<* 

1 Non-Maharashtrian 











castes 

3 

8 

8 

7 

16 

11 

11 

3 

67 

8.69 

II Maharashtrian 











castes 

(a) Castes where 











divorce was 
unknown 











(1) Brahmins and 










similar 

23 

29 

29 

39 

40 

50 

39 

19 

268 

84.76 

(b) Castes where 











divorce was 

prevalent 

(1) Marathasand 











similar 

43 

52 

47 

68 

84 

42 

38 

17 

391 

] 

(2) Untouchables 










56.55 

and simitar 

3 

i 

4 

8 

14 

7 

2 

3 

45 

1 

Total 

72 

93 

88 122 154 110 

90 

42 

771 

100.00 
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The enemy ii at our door m the northern border. 

He has treated a constant danger to our freedom. 
We mutt, without loss of time, build up our defence. 
We need more roads, more vehicles, more 
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modern arms. To build and buy all these we needi 
foreign exchange. 
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of our traditional items such as tea, coffee, tobacco, 
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The State Trading Corporation of India Ltd, 
Is dedicated to promote India’s export trad*' 
and to import the essential items to achieve 
our development plan targets. 





wliidk cliv0fc« w«» practufld. Vtii 
<howg liiBt casteg in which divorce; 
was not known were not slow to 
take advantage o4 the new legal 
provisions. Castes Which (|Uowed di¬ 
vorce as a matter of custom were 
also going to court to settle mar¬ 
riage disputes instead of getting 
them settled by community agen¬ 
cies. 


As will be seen from the figures 
givtei} at the beginning, over the 
seven years marriage petitions did 
not show an increase In the years 
1958 and 1959 we get rather large 
numbers. This might have been due 
to the first rush to take advantage 
of the new legislation. These peti¬ 
tions for divorce had been regis¬ 
tered in 1957 and 1958 and the 
decree.s were given in 1958 and 
1959, After the first rush, the num¬ 
ber of divorces has remained round 
a hundred per year, It will be seen 
that the number of petitions with¬ 
drawn or rejected was also the 
highest in 1958 and 1959. These 
figures also indicate the rush to 
make divorce petitions immediately 
after the law was passed 


Age 

Table 4 gives the number of cases 
according to the age of the hus¬ 
band. The number is highest in the 
age-group 26 to 55. It is 280 be¬ 
tween the years 26 and 30, and 
179 between the years 31 and 35. 
The number of cases within the 26- 
35 age-group thus comes to 59 per 
cent of the total. The next highest 
number of cases is in the age- 
groups 21-25 and 36-40. Eighty-five 
per cent of the cases are thus be¬ 
tween the ages 21 and 40. There 
is no age-group in which divorce 
IS not sought. The curve is almost 
regular 

Table 5 gives the number of cases 
classified according to the age of 
the wife. The number of divorces 
is highest in the ages between 21 
and 30. The number of cases be¬ 
tween the ages of 21 and 25 was 
315; it was 185 between 26 and 30. 
The percentage of cases between 21 
and 30 thus comes to 63.95. The 
number of divorce cases where the 
age of the wife is less than 20 is 
not negligible. It is 146 and forms 
18.94 per cent of the total. After 
35 the number is negligible. Almost 
all the divorces (83.79 per cent) 
take place before the age of 30. A 
few (6.36 per cent) between SO and 


35. After 40 there Are almoat tt6 
cases. 

Table 6 shows that ki only 18.68 
per cent of the petitions (ie, 144 
out of 771) was there a reference 
to children. Children help to mini¬ 
mise differences between parents. 
Out of the 1-14 divorce cases of 
mothers with children, 91 or alntost 
two-thirds had one child only, llie 
number of divorce petitions dimi¬ 
nishes as the number of children 
incaeaaes. 


Nd reliable oonclusiona ' out he 
drawn about die custody of child¬ 
ren, for decisions about mainte¬ 
nance and custody of children are 
not necessarily taken along with the 
decision on divorce or judicial se¬ 
paration. A separate application is 
often invited and each case is de¬ 
cided on merk, depending on the 
age of the children and the ability 
of the father or the mother to look 
after the children. These petitions 
were not scrutinised by the author. 


Tnlile t; A|te of Husband when Divorre Proceedings were Started 

<May 1955 to June 1962) 


YEAR 


Age-. 

1955 

1956 

1957 

1958 

1959 

1960 

1961 

1962 Total 

Per¬ 

cent¬ 

age 

0 to 20 

0 

0 

0 

3 

0 

2 

3 

0 

8 

1.04 

21 to 2S 

13 

13 

7 

20 

32 

IS 

10 

4 

117 

1S.18 

26 to 30 

27 

42 

39 

44 

48 

38 

29 

, IS 

280 

S8.S2 

31 to 3S 

16 

22 

23 

31 

33 

26 

16 

12 

179 

28.21 

36 to 40 

3 

7 

11 

12 

12 

15 

17 

7 

84 

10.89 

41 to 45 

7 

4 

4 

5 

8 

2 

3 

3 

36 

4.6T 

Above 46 

2 

3 

3 

4 

4 

6 

3 

0 

25 

3.24 

Unknown 

4 

2 

1 

3 

10 

3 

9 

1 

42 

7.47 

Total 

72 

93 

88 

122 

154 

110 

90 

42 

771 

100.00 


Table Si Age of Wife when LNvorce Proceedings were Started 
{May 1955 to June 1962) 


YEAR 


Ages 


1955 

1956 

1957 

1958 

1959 

1960 

1961 

1962 

Total 

Per¬ 












cent¬ 












age 

0 to 20 


13 

16 

16 

30 

34 

15 

10 

12 

146 

18.94 

21 to 25 


34 

42 

34 

54 

62 

60 

36 

13 

315 

40.96 

26 to 30 


20 

19 

26 

26 

36 

26 

24 

13 

185 

28,99 

31 to 35 


2 

6 

7 

8 

12 

6 

6 

2 

49 

6.86 

36 to 40 



3 

1 

1 

2 

4 

5 

— 

16 

2.08 

41 to 45 



1 

- 


0 

1 

3 

- 

6 

0.65 

Above 46 


-- 


-- 


- 

2 

— 

0 --- 

2 

0.26 

Unknown 


3 

6 

4 

4 

19 

9 

6 

2 

53 

6A7 

Total 


72 

93 

88 

122 

154 

110 

90 

42 

771 

100.01 



Table 

f>: Divorre and Mtrtherhood 





1955 

1956 

1957 

Y 

1958 

E A 

1959 

R 

1960 

1961 

1962 Total 

Per¬ 

cent¬ 

age 












Cases without 

children 

66 

73 

68 

110 

129 

81 

66 

34 

627 

81.82 

Cases with 

children 

6 

20 

20 

12 

25 

20 

24 

8 

144 

18.68 

One child 

6 

12 

11 

0 

19 

18 

12 

4 

91 


2 children 


7 

5 

2 

3 

6 

7 

4 

34 


3 children 


1 

2 

1 

3 

3 

1 


11 


llore than 3 
children 

_ 

— 

2 


- , 

2 

4 

_ 

8 


Total 

S 

20 

20 

12 

25 

29 

24 

8 

144 
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Ecology and Village Strneture 
in Deltaic West Bengal 


Ralph W Nloholaa 

This paper attempts to apply the method of ecology — the study of the relation between organism and 
environment — <47 two peasant communities in W Bengcd. By comparing villages in which technology, eco¬ 
nomy and culture are generally similar, but between which there are differences of environment, it is at- 
tempted to firid differences of social strutture and how precisely differences between social structures and 
and environmerits are cortnee^ed with one another. 

Two characteristic ways m which Bengali peasants deal with the marshy, active delta environment 
are explored as significant steps intervening between etivironment and social structure. The active delta 
lacks much land suitable for house sites and. as a consequence, active delta villages are ordinarily 
dispersed, linear or chain-ltnk in layout, with houses quite distant from one another. Land 
in the moribund delta is generally high and dry, and moribund delta vdlages are usually nucleated and com¬ 
pact. Secondly, the active della areas are inhabitedin a gradual, frontier pattern. Men go, seeking land 
and. if they are poor, may eventually move to their new land, taking their families and households. 

As a consequence, active delta villages are smaller aiil. in caste tomposuion, simpler than moribund 
delta villages. Because of their settlement patterns and flooding, social irtteraction of all kindt — including 
inter-caste relations — is much less frequent in the active than in the morihurtd della villager. Thus, the 
system of caste ranking in the moribund della villages is found ‘to be more elaborate than caste-ranking in 
the active delta villages. 

Because of the pattern of evolution of active, deha villages, k is found that land concentration in 
the moribund deha is much mote pronounced than in the active delta As a residt of the lower degree of 
conceiMralion, political power m the moribund delta rtllages it also found to be considerably more dispersed 
than in the active delta villages. 

f While I cannot thank individually all those who cooperated in thii research and in the criticism 
of thus paper, I must single out my industrious co-worker Shn TarasUh Mukhopadhyay of the Anthropologi¬ 
cal Survey of India. Field work in the two villages was supported by a Ford Foundation Foreign Area Train¬ 
ing Fellowship; the Ford Foundation, however, is in no way responsible for anything I have said in this 
paper.] 


'pHE §tucly of Indian village coin- 
miinitiPs begun in earnest 
after the War by social anthropo¬ 
logists had an initial concern with 
the village itself. Questions like 
the extent to which the village is 
an isolable social system or a part 
of a larger system were important 
during the ]950’6. This concern is 
reflected in the series of papers 
which appeared in The Economic 
Weekly between 1951 and 1954' and 
were later published in the collec¬ 
tion “India’s Villages" (Asia, 1955). 
It IS not surpr}.sing that anthropo¬ 
logical research in India during 
the 1960’s should be concerned 
with more specialised problems; 
the next collection of The Econo¬ 
mic Weekly village studies will 
doubtless reflect the real growth in 
anthropological understanding of 
rural India which has occurred 
during the last ten years 

Tb is article deals with a problem 
on which the author conducted re¬ 
search in West Bengal between 
August 1960 and September 1961. 


Ecology, the study of the relations 
between organisms and their en¬ 
vironments, has provided anthropo¬ 
logists with many interesting “ex¬ 
planations” of aspects of tribal 
social structures. Can ecological 
analysis provide similar explana¬ 
tions of structural features in 
peasant societies^ An attempt is 
made to answer this question by 
comparing peasant villages m two 
zones of deltaic West Bengal. 
Kadhanagar (a pseudonym) is a 
village of 597 persons and -six 
castes located in the deltaic eastern 
portion of Midnapore district six 
miles west of the Rupnarayan River 
and about 25 miles north of the 
estuary of the. Hooghly on the Bay 
of Bengal. Chandipur false a 
pseudonym) has a population of 
981 divided among 19 castes; it 
lies on the eastern bank of the 
Bhagirathi River in southern 
Murshidabad district, about 20 
mile.s south of Berhampur. and 
about 120 miles north of Calcutta 


What is the natuie of the 1 elation- 
ship between environment and 
social structure in a peasant econo¬ 
my? When a tribal society with 
a limited technological system con¬ 
fronts a marginal environment, it 
is clear that this relationship is 
very direct and influential. As 
technologies become richer and 
economies are able to support a 
limited division of labour, as in 
peasant society, environment comes 
to play a smaller and smaller part 
in the ecological equation; 
technology comes to mediate an 
increasing share of the relations 
between the human organism and 
his environment. 

Since this study is a comparative 
one. the general question may be 
iephra.scd m a more operational 
form. To what extent can differ¬ 
ences of social structure between 
two peasant communities he attri¬ 
buted to differences between 
their enviionments’ This raises 
another very important question: 
Can the links in the “chain of 
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imutution’' between euvironment 
end social structure bn specified? 
If this question cannot be answered 
positively, then one i«t rertainly 
open to charges of vnvironmeiitat 
deterniinism. One must avoid the 
temptation, once broad sinnlarittes 
of culture and broad diirerences of 
environment have been discerned, 
to attribute differences of scx-ial 
structure — major or minor - to 
the differences in the environment. 

It might be useful to say some¬ 
thing further about the design of 
this piece of research. It has al¬ 
ready been pointed out that major 
conclusions arc sought to be diawii 
from a comparison of two villages. 
Furthermore, the villages have been 
selected in order to make possible 
a “controlled comparison” What 
variables are actually controlled in 
this study’'' First, and most im¬ 
portant, although there are differ¬ 
ences 111 detail, the technological 
complement and the economic bases 
of these two village societies arc 
held constant. In other words, the 
human element of the ecological 
equation is constant while the en¬ 
vironmental element varies Second¬ 
ly, “culture”, in its most general 
sense, is held constant That is, 
both of tlie villages under stud 
fall within the same major cultural- 
linguistic region of India. Bengal- - 
the people in both plares speak 
mutually intelligible dialects of 
Bengali; they aie mostly Hindus 
who worship the same deities ac¬ 
cording to the same calendar in 
very much the same way; they eat 
the same kind of food and wear 
the same kind of clothes If a man 
from Radhanagar were to go to 
Chandipur, he would declare that 
he was in a foreign country, but one 
in which he was able to function 

One impoitant variable, unfort¬ 
unately, cannot be controlled m 
this study — this is history. The 
two areas have undergone sulcstan 
tially different historical experi¬ 
ences, both during Moghul and 
British times. To a certain extent, 
the differences in the histones of 
the two areas inav be attributable 
to their different environmental 
settings, but this seems to be a coni- 
paiativelv minor factor At am 
rate, the unknown element inlio- 
ducfd by historical differences will 
be brought up once again when 
economic systeins are considered. 
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Cojupatiaoiu Contnato 

Up to this point We have looked 
at the nature of the problem and 
the means of solving it. Let us 
turn our attention now to a cooi- 
panson of Radhanagar and Chandi- 
puT villages. Similarities and 
contrasts between these two villages 
will be dealt with under a few 
major heads: natural environment, 
settlement pattern, evolution and. 
finally, selected fcatuies of social 
-stiucture. 

ISaliu-al Environment 

It IS probably not necessary to 
detail the processes by which a 
delta is formed For the most 
part, Bengal - both the present 
state of West Bengal in India, and 
East Pakistan — consists of the 
sediments deposited by the Ganges 
and Brahmaputra Rivers at their 
influx into the Hay of Bengal. It 
will be obvious that the oldest part 
of the delta is in the north and as 
oiu' move.s southward one comes 
into increasingly new deltaic de 
posits. Furthermore, for appioxi- 
niately the last 1,000 years the 
Ganges has been shifting into more 
and more easterly courses. leaving 
the oldest portions of its delta on 
the northwest very pooily drained 
Geographers divide the delta into 
three regions - active, mature and 
nionhund -- according to their re¬ 
spective drainage patterns' The 
active della is characterised by rich 
.igiidiltuial land fertilised by silt 
dejiosited during deep anuual floods 
which Inst up to eight months in 
some areas The rivers the 
activr delta aie grading, but they 
scour iheir stream beds annually 
[’he ineis of the moribund delta 
have silled up their stream beds to 
sue ii all extent that thev have pai- 
tialh or lotalh severed lh< ir con¬ 
nections wall the Ganges As a 
consequence, this aiea is generally 
inoie elevated and driei though 
ore .isKinnllv siib(ecl to unpredict¬ 
able destructive flooding and gia 
dualh decreasing agricultural pro¬ 
ductivity The mature delta is 
characterised bv regular floods of 
mo-derate depth and more stable 
land formations than the active 
della 

riiandipiii village lies on the 
left bank of ihe fin.^girathi River 
which IS iJie fits! distributory of 
the Ganges in the delta The 
Bhagirathi probably represents the 


earliest princifMl coui'M 
Ganges into toe Bay of Ekngal, 
and as the earliest, it was the first 
one to be abandoned when the 
Ganges began iu eastward march. 
When the Bhagirathi began to 
carry less and less water, an increa¬ 
sing amount of silt was deposited 
on tiff, northern end of its course, 
rather than being carried down to 
the sea. Thus, the land around 
Chandipur is generally quite ele¬ 
vated in comparison to the land in 
the active delta. Floods here are 
Jes.s frequent, though more destruc¬ 
tive, than in the active delta. 

Radhanagar village lies within 
an area of the delta in West Bengal 
which IS kept active by a com¬ 
bination of annual flooding and 
tidal action The most important 
river in the area of Radhanagar is 
the Rupnarayan, a tributary of the 
Bhagirathi (or Hooghly, as it is 
called in its lower course') which 
comes down into Bengal from the 
Chota Nagpur Plateau. The land 
in this area is so low that the tides 
ill the Bay of Bengal force the 
water in the network of little 
streams which interlace the fields 
to flow “upstream” twice each dav 
During the lainy season it is fresh 
water which is forced back into the 
streams, but during the winter and 
spring salt water fills these streams 
during the flow tides If the fields 
were not embanked they would he 
uncultivable because of the salinity. 
The land in this area is low and 
difficult to dram during the rainy 
season, but it is quite fertile 

Though there is a sharp contrast 
between the natural environments 
of Radhanagar and Chandipur 
villages, most of the agricultural 
land in both areas is used for the 
cultivation of a single rice crop 
which is planted in the rainy sea¬ 
son and harvested in December or 
January 'The difference between 
the two area.s, agriculturally, is 
found in the pattern of cash cropp¬ 
ing. The soil found in silted-up 
stream beds, which are numerous 
in the active delta around Radha¬ 
nagar. is very well suited to the 
cultivation of betel leaf Betel 
from the Radhanagar area.is mar¬ 
keted over much of northern 
India The raised land in the 
vicinity of Chandipur, when treated 
with fertiliser, is suited to the cul¬ 
tivation of sugarcane and, to a 
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Day by day, month by month, 
the face of India changes fast 
Mighty steel penstocks guide the 
rushing river waters to turn the 
tu-bines to produce electric power. 

Massive generators, dotted across the 
country, send this power vibrating along 
Wires to turn the wheels of industry. Electric 
la'npsare switched on invillage homes Long lines 
of steel pipes girdle vast stretches of land, carrying 
water to thirsty villages and liquid gold to refineries. 

A jtomatic signals guide rolling wheels along a 
cnss-cross of steel tracks. Radio waves race across 
the skies to help mighty Jet planes land on our soil 
with their precious cargo. And thus a nation steps 
out to tomorrow 


As electrical and mechanical 
contractors and maintenance specialists on 
behalf of leading West German manu- 
factureis, we too are contributing our 
bit towards building a new India 
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Seitlement Pattenis 

In order to specify one of the 
important relations between en¬ 
vironment and social organisation 
It will be necessary to treat the 
settlement patterns of Radhanagar 
and Chandjpur as an intervening 
step. The term “settlement pattern” 
IS here used in the sense in which 
it has been employed in contem¬ 
porary archeology, to refer to the 
physical disposition of a popula¬ 
tion and Its segments, its dwellings, 
other buildings and physical struc¬ 
tures related to its social life, on a 
landscape. 

There is a familiar pattern of 
!’rural settlement which is found 
over much of North India and, in 
modified form, south of the Vindh- 
yas, with the notable exception of 
the Malabar coast This typical 
settlement pattern is the nucleated 
village, a relnthrly compact collec¬ 
tion of dwelling units, often includ¬ 
ing one or more outlying hamlets 
but generally clearly demarcated 
by fields and other natural features 
from other such villages Over 
much of Bengal, however, this 
idea of the village is inapplicable. 
In the non-dellaic margins of 
Bengal, and in the moribund drain¬ 
age areas, villages are clustered 
Thus, Chaiulipur is a relatively 
compact, nucleated settlement. 
Throughout the active delta, how¬ 
ever, the vast majority of rural 
dwellings is spread in irregular 
Iine.s which turn, inlerFirik, cri.ss- 
cross and run on for miles. Radha¬ 
nagar IS just a collection of about 
100 contiguous homses arbitrarily 
sectioned out of some 20 miles of 
winding settlement chain 

The explanation of this pheno¬ 
menon rests on the fart, previously 
noted, that in the active delta the 
land is comparatively low and, in 
fact, is inundated anywhere from 
four to eight months out of the 
year. In order to inhabit an area 
like this, cultivators must take ad¬ 
vantage of whatever high ground is 
available and further elevate it by 
adding earth. The only naturally 
raised surface features in the 
delta are the levees alongside 
streams, either active or abandoned, 
or the banks of shallow, marshy 
d^ressians, former tidal pools to 


which the tides no have 

access because of artificial em¬ 
bankments. 

Thus Radhanagar and Chandipur 
are remarkably different in ap¬ 
pearance. Radhanagar, with 
about 100 houses and 600 people, 
spread in a sort of chaindink 
fashion through the countryside; 
(ihandipur with about 160 houses 
and 1,000 persons concentrated in 
about five acres of land. 

EvolniJioB of Delta VlUages 

Settlement pattern is one of the 
intervening steps between environ¬ 
ment and social structure. It will 
also be instructive to examine 
characteristic patterns of village 
development in the moribund and 
active portions of the delta before 
moving to a consideration of con¬ 
trasts between the social structures 
of Radhanagar and Chandipur. By 
the phrase “characteristic pattern 
of village development" is meant a 
kind of scheme of evolution of the 
villages in an area, one which tells 
nothing about any particular vill¬ 
age but something about almost all 
of them. 

On the basis of the information 
already presented certain things 
can be inferred about the histories 
of the villages in the two areas. 
First of all. there must have been 
human habitation in the area of 
Chandipur much longer than in the 
area of Radhanagar. This is so 
simply because there has beep 
habitable land in the older deltaic 
areas much longer than in the pre¬ 
sently active portions of the delta. 
This inference is confirmed by 
archeological information Further¬ 
more, it mav not be too mistaken 
to assume that the villages of the 
Chandipur area, when it was part 
of the active delta, looked some¬ 
what like the villages of the pre¬ 
sent active delta. 

Even now we can learn some¬ 
thing about the proces.ses bv which 
Tjew portions of the delta arc 
settled In the areas of deepest 
annual inundation, in East Paki¬ 
stan, there are no permanent habi¬ 
tations Men come from the in¬ 
habited areas earlv in the mon¬ 
soon to plant these lands in a 
variety of long-stemmed rice which 
shoots up ahead of the floodwaters. 
When the planting is done they re- 


tem- to fhele homei aadl go 
watch the ripening crop only" * 
the water has receded.* A .wS 
who has sufikient land near 
ancestral residence will not ha. 
tempted to make this long anniatliV^i' '; 
trek. One who has very little will 
eventually find it much more con- * 
venient to move his family and ! 
household to the newly reclaimed 
land. One might imagine that 
such a frontier-type of migration 
patteni would draw an ethnically 
heterogeneous population, but in 1; 
fact the vast majority of all the 
migrants into the newly-opened i’A 
delta areas come from three or four -re 
large caste or caste-like groups ; i ^ 
Makisya or Kaibartta eidtivators 
and their fishermen counterparts, Vif l 
Muslim cultivators, Namtuudra or 
Chandal Fishermen, and Pod Cttl- , l| 
tivators.* Specialist castes, aiti- 
sans, merchants, the high caitel VM 
and menial service castes tend to 
remain behind in the more settled 
areas Thus, one of the charactefi- vj* 
Stic features of village develop- ' .* 

merit in Bengal has been the gra- 
dual addition of more and more 
caste groups to a community as It Sj, 
became more settled. In the vlll- 

ages of the active delta ordinarily 
a majority of the population con-- 'iJ 
sists of members of a single culti¬ 
vating or fishing caste; in the 
villages of the moribund delta, 
usually, no single caste has ' 
majority of the population, though' 
there is frequently a dominant ■ 

r.aste. 

To expand briefly on what are 

here called "intervening stops” 
between environment and social 
structure, it might he noted that 
settlement patterns and inant«5r 

of migration are two ways in which 
the inhabitants of the Bengtd delta 
have dealt with their environment. 
Perhaps it is too obvious to h^f 
stating that there are alternative 
ways of dealing with the same 
environment. Under conditions ifl* 
different technology, very different 
solutions to the problem might have 
been found. People who have 
tractors and bulldorers have one 
way of coping with marshy land, 
hoc cultivators have quite another. 

But the noint is that either tractors 
or hoes imnly forms of social orga¬ 
nisation different from those found 
in contemporary rural Bengal. Just 
how wide a range of structural 
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variation an economy and techno- 
iogy like that of the Bengali pea¬ 
sant may support is a very im 
portant question, but one which 
will require much more informa 
tion before it can be answered In 
the present case, the most signi¬ 
ficant fact IS that theie are some 
major social structural differences 
between the villages of Radhanagar 
and Chandipur, and these dme- 
rences appear to denve ultimately 
from their differing ecologies. 

Aspects of Social Structure 

From the information already 
presented here it is possible to 
derive an important proposition 
about one of the central features 
of social struclutT in almost any 
Indian village- caste The system 
of caste ranking in (Jiandipiir or 
any ordinary village of the mori¬ 
bund delta IS, to use Marriott’s 
term, much more “elaborate" than 
the system of caste ranking in 
Radhanagar or in any ordinarv 
village of the active delta * 

Leaving that proposition for a 
moment, with the help of a little 
further information about the 
regions of the delta, it may be said 
that in the villages of the active 
delta wealth is more evenly distri 
huted through the society than in 
the moribund della where wealth 
is typically concentrated in the 
hands of a small group of families,. 
As a corollary to this proposition 
it may he deduced that political 
power is more dispersed in the 
active delta than in the moribund 
delta. ! .,et us consider those pio- 
posilinns in more detail 

(1) ('.nstF 

Marriott, in his study of "Caste 
Ranking and Community .Structure 
in Five Region.* of India and 
Pakistan", has said that a system 
of caste ranking may be called 
“more elaborate" when public 
opinion assigns a givTn number of 
castes to a relatively large nuTtiber 
of discrete ranked positions; and 
the system is “simpler" when the 
same iiunihei of ca.stes i- assigned 
to fewer ranks. He has demon- 
Mrated the efficacy of four factors 
(|n determining the relative elahora- 
iwm of any system of caste ranking 

These factors are: 

(i 1 The [castesj ... of a 


community , . . must them¬ 
selves be numerous. 

( til Their members as cor¬ 
porate groups must inter¬ 
act with members of other 
groups in a clearly stra¬ 
tified order. 

(ml Their interactions as in¬ 
dividuals must not de¬ 
viate widely from the 
stratified order of inter¬ 
action among their re¬ 
spective castes taken as 
wholes. 

( iv) The totality of such a 
community structure must 
be separated from any 
possible confusion which 
It may suffer by connec¬ 
tion with inconsistent 
structures outside.' 

What are the implications of these 
determinants in the cases of 
Radhanagar and Chandipur? 
Marriott has emphasized the interac 
lion among castes and among in¬ 
dividual villagers as members of 
castes as a key factor in establish¬ 
ing hierarchically ranked struc¬ 
tures. In a village such as Radha¬ 
nagar where dwellings are dis¬ 
persed from one another and com¬ 
munication difficult for five months 
m the year, all kinds of social in¬ 
teraction are less frequent than in 
a village like Chandipur in which 
houses are more closely placed and 
where floods do n<A interrupt social 
life for a large part of the year. 
Furthermore, it must be clear that 
in Radhanagar where there are 
only six different castes represent 
ed, and where a single caste group 
constitutes almost 75 per cent of 
the population, social interaction 
connected with caste institution.* is 
much less frequent than in Chandi¬ 
pur, with 19 different castes re¬ 
presented and no caste comprising 
more than 15 per cent of the total 
population 

Before expanding upon the im¬ 
plications of this difference, it 
should hr noted that in a survey of 
3^ villages in the Radhanagar area 
it was found that the average vill¬ 
age in this pan of the active delta 
has a population of 629 belonging 
to an average of 5.8 different castes 
per village Radhanagar, with a 
population of 597 and 6 caste 
groups closely resembles the aver 
age village of the area in these two 


THE 

particulars. Hie average village 
in the moribund deltaic area around 
Chandipur, as revealed in a survey 
of 20 villages, has a population of 
1,077 which is divided into 12Ji 
different caste groups. Chandipur, 
with a peculation of 100 leas than 
the average, but with 19 different 
castes, would appear to be a typical 
In fact, Chandipur is typical of 
all-Hindu villages in an area where 
ihcie arc many Muslim cultivators 
most of whom claim membership 
in a single large caste group. 

it is clear in Tables 1 and 2 that 
the caste hierarchy of Chandipur, 
with 19 different castes placed in 
10 different ranks, is much more 

Table I: Caste Stratification of 
Radhanagar Village* 


Rank 

Caste 

Per Cent 
of Total 



Population 

1 

Mahisya Brahman 

1 5 

2 

Mahisya Vaisnavs 

85 8 

3 

Fishing Kaibartta 

1.5 

4 

Washerman 

1.5 

5 

Muslim Weaver 

97 

Total 


tooo 


• The ca-Hte hierarchy presented m thn 
Table is based on rating panel inter¬ 
views with twelve Radhanagar men 
Technical details about the suiisti- 
cal method employed in constructing 
this hierarchy are not relevant to the 
present discussion. 


Table 2: Caale Stratification of 
Chandipur Village* 




Per Cent 

Rank 

Caste 

of Total 



Population 

1 

Landlord Brahman 

163 

o 

Funeral Brahman 

02 

3 

Vaisnava 

2.8 

4 

Confectioner 

Garland-maker 

Herdsman 

Barber 

Potter 

28.5 

5 

Hindu Weaver 

7 8 

6 

Carpenter 

Goldsmith 

13.4 

7 

Merchant 

Jugi Weaver 
Oilpviisscr 

8.8 

8 

Rajbansi 

Chandal 



Boatman 

83 

9 

Scavenger 

90 

10 

Leather-worker 

49 

Total 


100.0 


* Thu caste hierarchy is constructed 
in the same way as that shown in 
Table I, It is based, however, on 
interviews with twenty Chandipur 
men 







eteborate then die caite hienu^ 
of Radiwnagar, wHh only 6 dbffe- 
mit cutes pUced in 5 different 
ranks. Even if the six least namer- 
ous castes are removed from die 
Chandipur hierarchy — leaving 13 
castes which the average village in 
the area has — villagers distin¬ 
guish 9 ranks. In other words, 
caste hierarchies in the villages of 
the moribund zone of the delta are 
generally much more elaborate 
dian caste hierarchies in active 
delta villages. 

Caste Ranklnc 

This statistical representation of 
caste ranking is somewhat abst¬ 
racted and departs a good deal 
from the study of actual social inter¬ 
action. The reason for using this 
method is that it makes it possible 
to segment the society, analytically 
at least, from lop to bottom with¬ 
out forcing the investigator to 
introduce inconsistent or incommen¬ 
surable criteria of ranking. This 
method, so to speak, puts the bur¬ 
den on members of the society, 
who are free to mix their criteria 
as they are accustomed to in theii 
ordinary thinking about caste. It 
would be a mistake, however, to 
leave the subject of caste ranking 
w'lthout giving at least an idea of 
the kinds of criteria Bengali 
peasants utilize in ranking castes. 

Perhaps the most commonly 
heaid criterion of ca.ste ranking is 
whether or not one may accept 
w'ater from the hands of a 

member of the caste iii 
question A Brahman, for ex¬ 
ample. will ordinarily accept 

water from the castes which he 
serves as priest. Thus, in Radha- 
nagar the Mafdsya Brahmans will 
accept water only from Mahisya 

cultivators and I'aisnavas, and 
deems all other castes to be inferior. 
The Brahman Landlord caste of 
Chandipur does not serve any other 
caste but will accept water from all 
castes down to the rank of Carpen¬ 
ter The middle group of castes 
in both areas — just the Mahisya 
cultivator and P aisnava castes in 
Radhanagar and everyone from the 
Vaisnava through the Hindu Wea¬ 
ver in Chandipur — will ordinarily 
accept water from one another, but 
not from any lower-ranking caste 
In Radhanagar Cultivators and 
Faunavas eat in the houses of one 
another, and eat sitting side by side 
on ceremonial occasions When a 


member of one of the caste* td di» 
group works as a daily labourer 
for another, he regularly receives 
his noon meal as partial payment 
for his labour. When a member 
of one of the lower group of castes 
— Washerman, Fisherman or Mus¬ 
lim Weaver — works as a daily 
labourer he also receives his meal, 
but when he has finished eating he 
must throw away the banana leaf 
on which he has eaten, and wash 
the spot on which he sat with a 
mixture of cowdung and water to 
purify it. Members of the middle 
group of castes in Chandipur claim 
that in former times they not only 
took water from one another, but 
ate together freely. In recent times 
they have apparently become jea¬ 
lous of their respective caste statuses 
and would only partake of a feast 
in the house of another middle 
casteman if it were cooked by a 
Brahman There arc two exceptions 
to this, rule: almost everyone ex¬ 
cept a few Brahman families in 
Chandipur will buy and eat cooked 
milk preparations from the Con¬ 
fectioner and Herdsman castes. This 
accounts for their standing at the 
top of their rank. Among the lower 
groups of castes in both areas there 
is almost complete mutual exclu¬ 
sion, for to accept either water or 
food from the hands of a member 
of another low caste would be to 
acknowledge the inferiority of one’s 
own caste. Such behaviour might 
indeed be punished by one's fellow 
casteman or by the caste Brahman. 

Although rules of commensality 
do not serve to group the castes of 
Chandipur. there are certain con¬ 
cepts which are customarily applied 
in ranking castes. These conrepts 
group castes and segregate the 
groups from one another in a 
ranked qfder. The nine upper 
artisan, trading and service castes, 
called in Bengal] the Nabasakh. 
are ordinarily grouped together, 
and placed at the top of a group 
referred to as “Sudras” The class 
of Sudra castes is ranked over a 
large group of castes which are said 
to. be “non-Aryan" And within the 
non-Aryan group, a lower group of 
castes whose traditional occupations 
are said to involve kimsa or vio¬ 
lence, IS distinguished. With the 
exception of the Nabasakh, the'-r 
concepts are not ordinarily employ¬ 
ed by the people of Radhanagar in 
ranking castes. In addition, there 


arc a great many short verses and 
folk sayings, mostly abusive in 
character, which are told by Chan¬ 
dipur people when they are ques¬ 
tioned about caste. In the village 
of Radhanagar, by contrast, ^y 
two such expressions were found. 

Before turning from caste to 
other features of social structure 
it might help to retrace the steps 
linking environment to the system 
of caste ranking. The low-lying, 
marshy land of the active delta 
does not offer many suitable house 
sites and peasants most often con¬ 
struct their dwellings on the natu¬ 
ral levees alongside streams. As a 
consequence of this, houses are 
spread out from one another; two 
houses in the same village may be 
over a mile's walk from one ano¬ 
ther, and this walk will be a diffi¬ 
cult one when most of the country¬ 
side is submerged by the annual 
.lood. The comparatively higher 
and drier land of the moribund 
della permits settlement in much 
more compact areas, and the pea¬ 
sants seem to prefer the nucleated 
village form Such villages are 
ordinarily much more populous 
than the dispersed or linear villages 
of the active delta. The caste com- 
jKisition of the villages in the act¬ 
ive delta is almost always much 
simpler than in the villages of the 
moribund delta This is accounted 
for by the fact that the active delta 
is a kind of frontier area which is 
populated at first only by members 
of a few large cultivating and fish¬ 
ing castes. Later, as an area be¬ 
comes settled, members of artisan, 
service and trading castes move in¬ 
to the area, or are brought in by 
wealthy individuals The villages 
of the moribund delta, by contrast, 
have been settled for many centu¬ 
ries and have undergone a kind of 
ethnic diversification It has been 
shown that one consequence of the 
difference between moribund and 
active delta villages is that the 
systems of caste ranking found in 
the former are ordinarily much 
more elaborate than are these sys¬ 
tems in the latter group of villages. 

(2) Economir System 

It was said previously that the 
active delta constitutes a kind of 
frontier area gradually inhabited by 
cultivators and fishermen who re¬ 
claim the soil from jungle and sali¬ 
nity. It is probably unnecessary to 
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obw^ that ebM aiotn« for 
the nigratioii of men info there 
area# — as into any frontier is 
the economic ( 9 portun%, the 
chance to get some land for one’s 
',el{. In a peasaivt society, where 
ties of family and kin are strong, 
the pull of economic opportunity 
must be strong if it is to take a man 
away from his ancestral village. 

The economic consequences ol 
this migration are illustrated in 
some statistics "derived, by partial 
rcanalysis, from data collected in a 
1945 random sample of 77 villages 
in undivided Bengal. Analysis of 
data relating to villages now in 
West Bengal indicates the following 
significant facts: 

(i) The proportion of landless 
villagers was highest (63.0 
per cent) in the moribund 
delta. 

(ii) The proportion of landless 
villagers was lowest (30it 
per cent) in the most active 
portion of the delta. 

(iii) The proportion of families 
holding more than 5 acres 
of agricultural land was 
lowest (7.5 per cent) in the 
moribund delta. 

tiv) The proportion of families 
holding more than 5 acres 
of land was highest (12.5 
per cent) in the acUve 
delta, though population 
density is higher here than 
m the moribund delta.® 

These facts simply mean that, 
throughout the active delta, land 
was held by more persons and in 
oomparatively smaller holdings, 
than in the moribund delta. Al¬ 
though there has been some eflfort 
at land ■Reform in West Bengal 
since these data were collected, 
landholding statistics from Radha- 
nagar and from Chandipur indicate 
that the dominant contrast between 
the areas has not changed. Compa¬ 
rative landholding statistics from 
Radhanagar and Chandipur high¬ 
light a number of facts; 

(i) In Chandipur the ten weal¬ 
thiest families own half the 
available land; that is, 
about 10 per cent of the 
population owns 50 per 
cent of the land. 

(li) In Radhanagar, it is the 20 
wealthiest families — about 
30 per cent of the popula-_ 


tien wito «Mntper «mi 
ol the land. 

(iii) Looked at in uioilier wey, 
in Chandipur, the lower 
90 per cent of the popola- 
tion owns about halt the 
land. 

(iv) while in Radhanagar, the 
lower 90 per cent of the 
population owns about 
three-quarters of the land. 

It is important to note that there » 
much more land available in 
moribund delta area of Chandipur 
than in the active delta area of 
Radhanagar; that is to say, the 
population density in the active 
delta U probably twice as high as 
in the moribund delta. This makes 
even more significant the fact that: 

(v) While the average landhold¬ 
ing per family in Kadha- 
nagar is only 1.31 acres, 

Ivi) the average in Chandipur 
18 4.47 acres per family. 

(vii) And despite this, families 
owning less than one acre 
of land constitute 40 per 
cent of the populatiOBs of 
both villages. 



These figures tell, in one way, the 
difference between the moribund 
and active delta.# — they tell it 
from the perspective of a contem¬ 
porary peasant. Although they 
appear to describe a social-ecologi¬ 
cal difference between the two 
delta zones, it is only fair to say 
that a historical difference between 


foie two.areas haa also |rfoyed a 
part in shaping them. This mfoar 
does not intend to treat specifically 
historical factors, hut it is impor* 
tant to {mint out that Chandipur 
was foe site of an indigo planta¬ 
tion. As a consequence of this, foe 
government maintained rent-collect¬ 
ing rights on this village, rather 
than selling them to a zamindar 
When the indigo market collapsed, 
it was possible for a few enterpris¬ 
ing families of Bhuminar Brah¬ 
mans to take possession of the 
bulk of land in foe village, not 
as samindars, but a# tenants 
paying their taxes directly to 
the governn;ent. As a lesult o' 
this, most of these Brahman fami¬ 
lies have escaped the brunt of 
zamindari abolition, though a 
number have been affected 
by land ceilings. The zamindar 
of Radhanagar, who collected taxes 
albeit Rs 85 annually on the village 
in the name of a higher landlord, 
because he. was technically an in¬ 
termediary, was deprived of his 
position by zamindari abolition. 
Thus, there has been a differential 
effect of land iegisiation on Radha¬ 
nagar and Chandipur. tending 
toward less concentration of land 
in Radhanagar Nonetheless, foe 
figures from the 1945 sample survey 
quoted earlier indicate that the 
dominirtit tendency before inde{ien- 
dence was also toward greater 
concentration of land in moribund 
delta villages. 


Table 3) Landholdina in Radhanagar and Chandipur Vitlaget 


Landholdmg 

Category 

{Act€s) 

No of 
Familiei 

No of 
Persons 

Per Cent 
of Totel 
Population 

Land¬ 

holding 

(Acrts) 

Per Cent 
of Total 
Land 

20 or more 


KADHANACAR 

VILLAGE 



10-20 

1 

33 

5.5 

17.22 

1L6 

8-10 

~ 

- 

— 



6-8 


— 

— 

— 


4-6 - 

6 

63 

8J> 

23.73 

16.6 

2-4 

16 

121 

20.1 

46.11 

80.7 

1-2 

26 

143 

24.0 

38.83 

26.1 

Xiess than 1 

60 

247 

41.5 

22.86 

15.0 

Totals 

108 

527 

100.0 

147.82 

100.0 

20 or more 

‘ 10 

CHANDIPUR 

102 

VILLAGE ' 

11.1 

357.25 

50.8 

■ 10-20 

9 

63 

6.4 

120.64 

16.2 

8-10 

„ 5 

32 

8.3 

42.40 

5.2 

6-8 

6 

45 

4.6 

42.11 

5.2 

4-6 

12 

74 

7.6 

56.66 

7.8 

2-4 

I ' 10 

65 

6.7 

26.73 

3.8 

1-2 

34 

206 

20.0 

47.72 

6.7 

Less than 1 

73 

387 

39.4 

18.03 

2.7 

Totals 

1S9 

280 

100.0 

710 61 

100.0 
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th«n aevwi active and ' 


PoUtioal OrfMiiwtiaa 

The preceding section of this 
paper attempted to establidi a con¬ 
nection betvreen the patterns of 
landholding and d»i natural envi¬ 
ronments of Radfaanagar and Chan- 
dipur villages. The present section 
will try to coimect the contrasts in 
landholding with a contrast in 
forms of political organisation. 

When there is a dispute, paro¬ 
chial litigation or public decision 
to be taken in lUdhanagar, it is 
cuatomary td inform the ivillage 
headman first. The headman fixes 
a time for the discussion of the 
affair and determines in what pub¬ 
lic place it will be held. If the 
affair is a matter of widespread 
concern, the village crier will be 
despatched to take the news to 
every house. No discussion or dis¬ 
pute ever brings out the entire 
village, but eight or ten prominent 
men are sure to attend every meet¬ 
ing because no decision can be 
taken without them. 

The public affairs of Chandipur 
village contrast sharply with this. 
F.xcept where members of a village 
caste group manage to keep a dis¬ 
pute internal to the group, all mat¬ 
ters go immediately to the village 
headman and are usually dealt 
with by him summarily He decides 
who is guilty of grazing his cattle 
in whose sugar cane and who arc 
guilty of adultery. He administers 
beatings and he collects fines. 
Others may come to watch and in¬ 
fluential men may even express 
opinions, but it is the headman who 
makes the decisions. 

The headman of Radhanagar is, 
expectably, a member of the domi¬ 
nant Mahisya cultivating ca.ste. He 
owns about 5 acres of land, which 
means that he is the head of one 
of the five wealthiest families in 
the village, but he holds his posi¬ 
tion principally because it is here¬ 
ditary in his family. The headman 
of Chandipur, a member of the 
Landlord Brahman caste, owns 
about 117 acres of land — more 
than three times as much as any 
other family in the village. He 
holds his position by virtue of the 
fact that he is the richest man in 
the village, and if he were suddenly 
to lose his wealth, another member 
of his caste group would quickly 
and happily rise to the fore. 

The contrast between the active 


delta villages and the fomiliAir pat¬ 
tern of domination by wealthy non- 
cultivating groaps was noted by 
Sir John Phear who described the 
village headman as “the mouth¬ 
piece and representative of the 
ryots [or cultivators] of the village 
in all matters between them and 
the Zamindar or his officers”. He 
was often himself a cultivator, was 
not necessarily wealthy, and held his 
positron hereditarily. “The mandal 
[or headman] and a few of the 
elder men constitute the panchayai, 
by whom most of the ordinary dis¬ 
putes and quarrels are adjusted”.' 
Sir W W Hunter, writing some¬ 
what later, noticed that the head¬ 
man, while being deprived of hi*- 
authority by the zamindars and the 
courts, still held an influential posi¬ 
tion in the community. “His func¬ 
tions,” Hunter wrote, “are those 
of an arbitrator and general advi- 
•Her; and the office is to a remark¬ 
able extent in the Bengal delta 
hereditary in low caste families”.' 

It is not difficult to make the 
connection between the, unusual 
pattern of village leadership and 
the kind of “frontier democracy” 
we have already seen in the pat¬ 
tern of wealth distribution It is 
interesting to explore the implica¬ 
tions of this “democracy” for con¬ 
temporary and future village politi¬ 
cal institutions. 

It is fairly established that poli¬ 
tics in Indian villages is generally 
a phenomenon of factions, and so 
it is in both Radhanagar and Chan¬ 
dipur In both villages the most 
powerful and influential faction is 
that led by the village headman. A 
faction-leader organizes his group 
on the basis of several kinds of ties 
— most notably economic depend¬ 
ence. kinship and caste. The 
Chandipur headman obviously has 
many more families who depend 
upon him for their livelihood, than 
does the Radhanagar headman. In 
addition, the Chandipur headman 
lends money on a scale unimagin¬ 
able in Radhanagar. Caste ties do 
not count for much in Radhanagar 
where three-fourths of all the 
villagers are members of a single 
caste. In Chandipur, however, 
caste counts for a great deal. The 
three factions in Chandipur are led 
by Brahmans, and two are based 
upon kin groups within the Land¬ 
lord Brahman caste in the village. 
In Radhanagar there are no less 


factions. This is largely t venae* 
tion of the differences in the ^ 
tribution of wealth in the two coat- 
munities. 

In both villages there have been 
elections to determine membersh^i 
in village and area panchaytUs, or 
councils. In Radhanagar the elec¬ 
tion was hard fought and involved 
Congress and Communist Party 
backing for various factional can¬ 
didates. In Chandipur a meeti^ 
was held in the Brahman kicality 
and the village headman virtually 
selected a slate of candidates to 
be elected by acclamation. Only 
a few members of castes other than 
the Brahmans spoke during this 
meeting, and the slate was ulti¬ 
mately accepted by the village, 
thougn a few influential non-Brah- 
mans attempted to object to the 
procedure. 

Perhaps it is not necessary to ex¬ 
tend the contrasts between Rsdha- 
nagar and Chandipur further in 
order to show how villages in the 
moribund delta and those in the 
active delta arc different from one 
another. In conclusion, then, are 
a few ppints summarising what has 
been said here. 

Summary 

This paper has attempted to apply 
the method of ecology — the study 
of the relation between organism 
and environment — to two peasant 
communities in Bengal. By com¬ 
paring villages m which techno¬ 
logy, economy and culture are 
generally similar, but between 
which there are differences of en¬ 
vironment, it was attempted to find 
differences of social structure. An 
effort was made to discover preci¬ 
sely how differences between social 
structures and environments were 
connected with one another. 

Two characteristic ways in which 
Bengali peasants deal with the mar¬ 
shy. active delta environment were 
explored as significant steps inter¬ 
vening between environment and 
social structure. The active delta 
lacks much land suitable for house 
sites and as a consequence, active 
delta villages are ordinarily 
dispersed, linear or chain-1 ink in 
layout, with houses quite distant 
from one another. Land in the 
moribund delta is generally high 
and dry, and moribund delta vill¬ 
ages are usually nucle.ated and 
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c«nipa«t. Secondly, the active 
deJla arcan are inhabited in a gra¬ 
dual, frontii'r paltein Men go. 
.seeking land and, if they are poor, 
may eventually move to their new 
land, taking their families and 
bousehohb Surh migration is 
charaeteristii of only the members 
of a f<'» large frillivating and 
fishing castes 


As a fonsei(iieti( e of these fafli, 
active della Milages are smaller 
and. Ill caste composition, simpler 
than moribund delta villages Be 
ratise of I ben settlement patterns 
and Hooding social interaction of 
all kinds • itK hiding inter-caste 
relations is much less frequent 
in the actiu- than in the moribund 
delta villages. Thus, the system of 
raste-rankmg in the moribund delta 
village of ChandipuT was found to 
be more elaborate than was caste¬ 
ranking in the getive delta village 
of Badhanagar 

Because of the pattern of evolu¬ 
tion of active delta villages, it was 
found that land concentration in the 
moribund delta is much more pro- 
noune-ed than m the activ'e delta. 
In Badhanagar the lower 90 per 
cent of the population owns 75 per 
cent of the available land; in 
Chandipur the lower 90 per cent 
own.s only 50 per cent of the land. 
As a result of this lower degree of 
concentration, political power in 
Badhanagar was found also to be 
considerably more dispersed than in 
Giandipur. 
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A Case-Study of Psycho-sociological Alienation 

i A Tomfr-Zayas 

ProfMMor Bert F Howlilc write* i 

This sUidy 0 } a simple Puerto Rican woman, who like several hundred thouaands has migrated in the 
last few years from a village on the island of Puerto Rico to a large city in the United States, would naturally 
interest mainly Americans and Puerto Ricans. But in some ways, it should be also useful to anyone who is 
familiar with migration of very poor, traditionally oriented peasants from their villages^to industrial cities. 
Migrations of this kind take place in many countries, in India, in Ltkip, Americ^ Africa and the Middle East. 
The specific conditions of life in the villages and the urban areas to which migrants go vary a good deal, but 
some of the general characteristics are similar. 

Here we have the case of peasants who come from extremely poor, highly traditionally oriented, often 
relatively isolated villages, in which educational levels are low, in which skills in work other than agricul^ral 
work are practically absent, and in which inter-relations between villagers are crude and little refined. They 
migrate to New York or Chicago, to Los Angeles or Detroit where not only average income levels are vastly 
higher but conditions of work differ profoundly from those in the village where tne migrants were horn and 
grew up in their early youth. 

Puerto Rican peasants who migrate to the large V S cities have little contact with English-speaking 
Americans and they continue to associate mainly with other Puerto Ricans who speak a special dialect of 
Spanish. But in consumfUion patterns, income aspiratum, and even many general habits of living, they adopt prac¬ 
tices characteristic of the persons who were horn and grew up in the large American cities. Once they have 
lived in an American city for a number of years, they undergo such important cultural and social change, 
or alterations in aspirations and intentions, that they become alienated from their, own island on which they 
were horn and yet are not able to integrate fully and in all patterns of life and social interaction liritk those 
people with whom they work or whom they meet daily in public transports, restaurants, film theatres or other 
public place.s. Wc have here a population which has lost its roots and yet not really gained new ones, 

though it would be most difficult for those men and women to return to their native island and take up a re¬ 

latively satisfied life there again. 

Their children may grow up to be more or less characteristic Americans, they will go to schools in 
which English is spoken and the customary United States educational processes are applied. But the parents 
form a social group which stands between two cultures and which is alienated from both of them. In this 
sense this study is of general interest and significance, even though it deals with a special situation in the 
United Stales which in a few decades may come to an end. For though it would be difficult to encounter 
equal or even lirnilar situations in Asia, Africa or Latin America, some of the basic characteristics of the 
migration process, the process of alienation derived from it, and the imposition of various forms of social and 
cultural change, may be encountered in all dtuations in which rural peasants of very low income migrate to 

larger cities and finally decide, after a few years, to remain there for the rest of their lives. 








The Puerto Rican in New York 


JN this paper 1 will focus on a 
short interview 1 had with a 
Afoman-emigrant while working as 
Senior Researcher in a community 
aroject * sponsored by the Social 
Science Programme of the Puerto 
Rico Department of Health together 
vith the Social Science Research 
Zentne of the University of Puerto 
Rico. 

This research took place in the 
.ommunity of Hato in the munici- 

‘ This project, Family Life of Work* 
mg Mothers, was possible due to a 
grant generously made by the Rus¬ 
sell Sage Foundation of New York 
City For further reference see the 
original proposal sent by H R Stan¬ 
ton and approved by The National 
Institute of Mental Health. (Paper 
WMl, Doc SSP Rl). 


pal territory of San I.orenzo, a 
small town nearly in the centre of 
the Island of Puerto Rico. Hato is 
a totally agricultural, ecologically 
closed, lower class, hill-top commuc 
nity. There are about house¬ 

holds widely dispersed in an area 
of approximately two thousand ac¬ 
res. Their economic condition is one 
of poverty, with an average income 
per family of $ 24.00 a week. They 
earn this as wage earners in differ¬ 
ent non-skiiled jobs and seasonal 
work as sugar cane Cutters in the 
fields. Very few women work out¬ 
side the community. Almost the 
whole population is illiterate, hav¬ 
ing gone to school, on the average, 
only up to the second grade. Their 
human fertility is extremely high 
ranging from six to twenty children 


per family and with a mean average 
of nearly eleven. 

The hygienic conditions are very 
poor as revealed by their lack of 
running water and a high incidence 
of diseases. They are practising 
Catholics; the only chapel in the 
place is a Catholic one ruled by an 
American priest whose influence is 
glJ-pervasive throughout the com¬ 
munity — politics indudM. Emig¬ 
ration is, the open door to escape 
from the J^ace. It has come to he 
a ritual of behaviour that when 
male adolescents turn eighteen they 
will immediately go to the Depart¬ 
ment of Labour and sign an appli¬ 
cation as prospective agricultural 
emigrants coming to the “Ameri¬ 
cas”, The major effluence heads to- 

1197 





The Switchgear Specialists 

AIR AND 
OIL IMMERSED 
A. C. MOTOR 

STAffrERS 

Robustly built 

and precision engineered 



Hand eparatad 

Sur-dalt> 

Starcar. 



Manuftccurad by 


THE MYSORE ELECTRICAL 

P.O 561. Bangalore 21. 


SftUi A S.srv(cc 


lArc 


(BOMAY) PVT. LTD. 


43, Ferbat Straat, Bombay I 


INDUSTRIES LTD. 



Sa/est Jot 
everything 
xn electric 
power control 



Branch at "K " Block Chavrihary Bldt. Connaucht Circaa. Now Dalhi. Aaaoelatad OWcai' 
LA.C.C. (Madrn) Prt ltd, 'Dmrau Eatata’, 2/17- G, Mount M., Midnfe 2. I.A.E.C. (Uj/tora) 
J** IW 5^55, Sllvar Jubilta Park Road. Bangrfora City. IS-tO. (HydarBbBd) PVt Ltd. 
Barman Bldjs. Gurloimdry, Hyderabad. LA.tG. (CdlwAta) Pdt. ltd. S. Mlialon Row, Calcutta l 


t> 



0***'»a 







Nw* JfOTay,'C^* 
ijteetScut and (ildcago. '. 

€«]>•, in die ^'Gnfeiin” 

1 met tfaii Woman emigrant G<^ 
in die m/ettn small but-like 
store) oi community where soste 
of die residents were joined together 
chatting with each other while 
drinking beer, straight rum from a 
paper cup, or gambling illegally with 
dice. Goya had come to the cafetin 
just to say hello to the people 
around the place. It was no surprise 
to find that she was a oi 

the owner of the store because in 
this community almost everyone is 
related, be it by direct family ne¬ 
xus or by very close social bonds 
like the compadrazgo pattern. Even 
the children who were rambling 
around the place knew who she was' 
“That is Goya, the daughter of 
Anacleto, who came from the norlA 
on vacation”. 

Goya is a rather corpulent, dark- 
complexioned woman in her early 
thirties. In some instsuice.s she port¬ 
rays somewhat masculine traits such 
as the way she was standing in front 
of the counter asking for a beer, or 
holding a cigarette while launching 
a deep puff of smoke in the air. She 
was dressed in a black satin evening 
dress cut very low, exposing her neck 
and shoulders, embroidered in seq¬ 
uins. High-heel patent leather shoes 
and matching purse complemented 
her outfit. Her figure in this wearing 
apparel made a tremendous contrast 
with the barefoot persons in filthy 
worn-out field work clothe.s gather¬ 
ed in this wooden shack which serves 
both as store and meeting place. 

Interview 

Being the centre of attention she 
was apparently very satisfied and 
feeling very superior and dignified 
in front of her former peasant nei¬ 
ghbours. Such was the general at¬ 
mosphere when Goya asked who the 
researcher was. The researcher was 
introduced to her, by one of the 
elders in the place, as “a man who 
IS making a study for the Univer 
sity”. 

The following is part of the short 
mterview-like conversation ‘ I had 
with Goya that evening after esta¬ 
blishing due rapport. (The words 
were t^en verbatim by the junior 
assistant) 

Int. Have you been m the United 
Sutw very long? 


Ooy*: I^bw it wfll 'fc# twelve yeais I 
have been in New York. 1 
was still a young girl when 1 i„,. 

Wt Halo. 1 don't really Hke 
it here. Gkiya: 

Int. But, you %verr bom here, weren't 
you’ 

Goya. Oh, yeil 1 wiw bom and rais¬ 
ed in this ^ace. My parMils 
am still living in the same 
houae. It is the lint bouse at 
the left when you take the 
camino real Probably you have 
met Anacleto Oquenw, he is 
my father. He is very oUL but 
still workmg. They have too 
ajiany children. I think about 
them very much. 1 would like Goya; 
to. help them^ but it it hope- 
'less. ■ 

im Why? 

Goya They will not move from here Int. 

and they are too did to work Ooya; 

in any other place. 

Int' Why do you say that ihey will 

not move from here’ 

Goya' They do not think They be¬ 

lieve one can live a whole life 
enclosed in four walls, wmrking 
like a mule and eating vianJat 
(starchy roots). They don't 
even think of going to the 
town of San Lorenzo even to 
take fresh air I was not bom 
to that. 


Int 

Goya, did you go to school? 

Int 

Goya 

I only started- 1 went to achool 
up to the third grade, but it 
was of no use. What I know 

Goya 


I learned frettn life. While in 
school 1 could not put my 
mind to anything. My father 
wanted me to continue, but I 
did not like it That is not my 
stuff I wanted to work and be 
on my own. 

Ini When did you start to work? 

Goya A week after I was in the 
Bronx. There you have enough 
work for everybody. You suit 
in the first thing you find and 
if you don't hke it, you just 
quit! . . and find another 
job I worked in several facto- . 
ries and did not like it- there 
are many bad persons m those 
places. They try to abuse the 
Puerto Ricans and think that Goya' 
one IS going to shut up like 
A dead fly. The same thing 
happened to my husband. 

lilt I did not knoiw that you are 
marnrd Is your husband with 
you? 

Goya Yes, we got married before he 
left to find a job in New York. 

Int Is he a Puerto Rican, too? 

Goya He was bom here in Hato 

We knew each other since we Int 
were small When he started _ 

courting me, my parents did trnya. 
not want him so they were all 
the tune after me to avoid 
me seeing him I could not 
even move, so we eloped Ini 
Immediately after, he loft for 


' ' -i'.'/v 

Near Yofk and soniethWi later,; 
he sent for me. 

Is your "biubaiid” with you?* ' 

No, be could not coim bO- 
cause he tak« his vacations in 
December. As 1 had -vacations 
now, he insisted on my coming 
to soe the family. He did not 
want me to remain alone in 
our apartment doing nothing 
for two weeks. So I decided 
to come, but already I am feel¬ 
ing like going Wk to New 
York. 

How many times have you 
been here on vacations? 

This m my third time, but the 
tame thing always happens, 1 
believe I will not come again 
any more. 

Why? 

After being here a time I feel 
very sorry about ray family 
living in such a disaster as they 
are. I keep thinking about 
their misery and their letters 
asking for money and all that, 
you know. Many a time when 
Pedro comes home from his 
work he finds me lying on the 
bed crying desperately and 
thinking about all that. When 
I feel that way I with 1 had 
wings and could flyt 

If you feel that way, why don't 
you come back and etubliih 
youraeli here’ 

It's useless. Look at me now 
. . . 1 came only yesterday 

and I am up to my nose with 
everything here. 1 can't stand 
this place. My own family are 
living like pigs' Everything is 
-a fight. This very afternoon, I 
sent one of my brothers to buy 
me cigarettes and there was the 
old iqan making a face a yard 
longl Not to say anything about 
a beer! They are all good- 
hearted persons, but for them 
everything is vice and things of 
the devil. I think that religion 
makes them crazy. 

Could you find a job here m 
the town or in the metropoli¬ 
tan area, m San Juan? 

It's useless. Doing what? Me, 
dish washer? To have a good 
job here you need a diploma. 
And how much can you earn? 

$ 15 or $ 20 a week? Oh, no! 
it’s useless. I prefer working 
in the States . . it is true that 

you give your life in your worit, 
but at the end of the week 
you find | 50 or $ 60 in your 
purse. It is very different . 
you can buy things. 

Things like what, for example’ 

Well, everything you need, you 
know. I would never have a 
dress like this one, for example, 
working here . . 

What did you say your husband 
does for a living? 
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CHtya: Otif Fedivl He Vradb in it w 
taunnt m m^uu waiter. He 
ia doing fine. He wmetimea 
I^e» up to a hundred or a turn, 
dred and ten doUan a week 
with the tipil 

Ini: Iin't that enough for you both? 

Goya' Oh, well, you know how it if 
... the more you have, the 
more you need. And we have 
several bills to pay each month 
like the car, the new TV, etc. 
We are paying now $ 87.00 just 
for the carl 

Int Have you bad any children in 
your manriage? 

Goya' No, we cannot afford that. We 
use contraceptives. If I became 
pitgtoM It would be a disaster 
because 1 would have to quit 
work. Who would take care of 
them? 

Analysis of tite Case 

Since this was not a psychological 
or intensive interview we do not 
have Goya's personal history-case at 
hand. However, I believe we can 
assume that her socialisation was 
not significantly different from the 
standard pattern we had the oppor¬ 
tunity to study in this community. 
Of course, any particular occurrence 
in Goya’s life may be of help to ex¬ 
plain her psychological make-up 
but, at the present, I will only use 
her case as a protocol. 

Goya’s parents were married af¬ 
ter they had eloped Eloping is the 
most usual and common way in 
Hato for a couple lo get “married" 
Nevertheless, there is a strong nega¬ 
tive social sanction imposed by the 
community on the couple who elope 
if they do not “sanctify” their union 
afterward. After the Catholic wedd¬ 
ing ritual lakes place, their eloping 
ih either forgotten or recalled only 
as a joke. 

The method of eloping is func¬ 
tional in this community in three 
aspecU : (1) the sexual virginity of 
the girl is lost and it cannot be re¬ 
versed either biologically or socially, 
(2) it is effective in forming the 
union without the parents’ consent 
and (3) it avoids the expenses asso¬ 
ciated with formal rituals, especial¬ 
ly in the traditional social reception. 

T have begun at this point because 
1 believe that eloping is a crucial 
moment in the socialisation process 
in this rural community It is both 
a result and a cause of much of the 
social order prevalent in Hato. 1 
will try to explain it in the progress 
of this paper. 


Rotes «f tfautMMt asui Wife 

Upon karning that Goya’s patents 
eloped in order to gA married, we 
can infer that given the social 
context — they were probably very 
poor or not willing to afford the 
expenses that go with formal wed¬ 
ding rituals, and that the girl’s pa- ’ 
rents either were unaware of the 
relation or were actively oppoaed to 
it. In spite of the limited expansion 
of the ecological distribution and 
the clcMcd hereditary and socim re¬ 
lations in this community, it is very 
probable that the eloping couple 
have not had a reasonable opportu¬ 
nity to meet and know each other.'' 
This assertion is reinforced by the 
traditional ways of socialising the 
children, as we will see below. 

First, I will give the roles of 
husband and wile as revealed by 
the self-image they clearly defined 
in the intensive structured inter¬ 
views. The husband is the strong 
dominant male, economic provider, 
only decision-maker, disciplinarian, 
absolute leader and free to do his 
own will. He is owner, virtually, of 
all life and property, including the 
wife, in the household. The wile is 
just the opposite : she is submissive, 
silent follower, weak and dependent, 
who must at all umes take care of 
the household having ready all that 
the husband or offspring could need 
or ask for. Primordial to these 
functions is her obligation to repro¬ 
duce and serve her man as a sexual 
object. 

As can be logically expected this 
double standard is reflected in the 
attitudes, ideas, values, etc, that are 
instilled in the child in the process 
of its socialisation. The dominant 
features in this differential process 
can be summarised by their saying 
that “the girl belongs to the house^ 
and “the boy belongs to the street” 
For the girl, it comes to mean what 
J M Stycos called a “cloistering 
pattern” in their socialisation. She 
is expected to learn and do all the 
housework very eaily in her life, 
remain in the house all the time 
and not to come in contact with 
male adolescents. Their sexual vir¬ 
ginity is highly valued and, for that 
purpose — presnmably as a defence 
—absolute ignorance and detachment 
from sexual mmlters nr conversa¬ 
tions is imposed. Sex segregation i* 
thus practised. 


The hoy, on the contrary, is ex¬ 
pected to be a machito gettia| 
rough and strong in the outdoors. 
The sooner he “cleans up his chest’' 
in sexual practice the more machuo 
he is considered. Part of his role, 
though, is to be a guardian and pro¬ 
tector of his sisters. One of the out¬ 
comes of the male socialisation, al¬ 
though to a certain extent and in 
less degree it is also true of the 
females, is that the boys rarely, if 
ever, come in close contact with 
the elders in the community. With 
the exception of the first infant 
phase — approximately up to the 
fourteenth month — when the child 
is fed, carried, and taken care of, 
no other overt expressions of love 
are used. This is more significantly 
evident in the case of the male 
children. (The individuation pro¬ 
cess practically begins when the 
child starts walking without mater¬ 
nal help.) 

The Soeio-Psychologicsl Setting 

Goya was the second of eleven 
children born to this family. As the 
first child was a boy, Goya is the 
eldest daughter — a position which 
IS clearly defined in terms of func¬ 
tions in the family pattern of this 
community. By the time Goya was 
about a year old, the third child 
arrived in this family. At the same 
time, Goya was literally put to one 
side and began being trained to 
take care of the other siblings to 
come. Already at eight or nine 
years Goya is expected to take 
charge, as a substitute of her mother, 
of all the housework and responsi¬ 
bilities. She becomes an all around 
assistant to her mother and takes 
charge when the mother is out, be 
It handwashing in the near-by stream 
or giving birth to a child at the 
municipal hospital in the nearest 
town. This also applies when the 
mother is sick, which is very often. 
The only escape from this routine 
is going to church. She may join 
the neighbour’s girls and assist at 
the religious services offered in the 
chapel once a week. 

Goya’s father is scarcely seen in 
the house until late in the evening- 
He usually wakes up early in the 
morning, feeds some animals around 
the house and leaves for work. 
Lunch will be sent to him with one 
of the boys of the house The “old 
man” will be out of work around 
five in the evening and go to have 
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! man imic-ei turn with 

Wb«tt. tie arrives «t ib^ hooM!, 
dbraidt or nearly difank, his viandas 
most be ready to serve. At this time 
he is tisaaUy irihable and easily 
• angered. If the children are still 
they must be hidden from him. 
the mother becomes a mediator to 
avoid any clash between them. In 
this situation the eldest daugfater~ 
Goya» in our case — identifies her¬ 
self with the mother and the mother’s 
role and defends the children in a 
cover-up way. At the same time, we 
found in this study, she forms a 
psychological coalition with her 
mother against the father *. 

It looks, once more, as if the ene¬ 
my — “the other” — is necessary 
to reinforce the cohesiveness of the 
“wc” feeling. Goya’s world is deli¬ 
mited by the extended generalised 
“Ve” of the community and speci¬ 
fically by the “we” feeling of her 
mother and siblings. ’This is the 
socio-psychological setting for the 
development of Goya’s self. 

In this community the girl comes 
of age With her first menstrual cycle. 
Now, more than before, she is look¬ 
ed after and protected, especially by 
her father, in order to avoid any 
kind of meeting with the young 
males in the barrio. Sometimes the 
father would even go with her to 
church to make sure that she does 
not talk with any strangers. 

Elopement and Marriage 

Eloping, again, is the preferred 
solution. At this point a question is 
pertinent. Why does Goya want to 
get married ’ We can take for 
granted, of course, that she would 
like to give expression to the full 
potentiality that she has biologically 
developed. But there is more. She 
leads a miserable life of work, sac¬ 
rifice, economic deprivation, frust¬ 
rations and prohibitions which 
causes her to reject the whole social 
.situation and flee anxiously, lookuig 
for “freedom”. One of the precipi¬ 
tating factors : she now comes to 
realise that she hates her father. 
(This feeling hardly, if ever, be¬ 
comes conscious because one of the 
prevalent social as well as religious 
mandates orders to “honor father 
and mother" and that they are se¬ 
cond only to God.) The emotional 
forces that push her ofit of the house 
are so powerful thgt in some cases 


a ciil .may oIofM with a sMti ini' 
iMraistedy after hvr first conwMiatioh 
with him. 

So, Goya txn, “I could net even 
move, so we eloped". From here on 
her story is a different one. The 
typical girl in dils communi^ would 
go with her lover to a small afanck 
on her lover’s parents’ farm letting 
no one see her for about ten days 
until her “shame is over”; After 
that, the lover will take her tb her 
parents’ house, will ask them to for¬ 
give her and give his promise that 
he will marry her by the church- 
This, he will do some time after, 
probably to have the right to bap¬ 
tize their first child who would 
arrive nine months after their elope¬ 
ment. They will surely .stay living 
in the community, and other things 
not being considered, will probably 
reproduce the established patterns of 
behaviour and will provide conti¬ 
nuity to the social order and struc¬ 
ture of the community 

“ Vou Jim Quit ”! 

“Immediately he left for New 
York and sometime later he sent for 
me”, says Goya. With this vqry first 
action, they were “breaking the 
rules”. Probably she stayed alone 
in a shad( with the ex^weted ostra¬ 
cism or she went to her lover’s 
mother to help her in the house¬ 
work. In neither case would her 
father go after her or take her back. 
(He would do so only in the case 
of her being seduced by an outsider 
— a “pearl”, that is, a man not 
resident in the community.) From 
now on and for a good time the 
father would say about her that she 
was “no good” and that she always 
was “weak to hear the devil’s temp¬ 
tations”. She i.s considered an 
outcast 

One of the first things that Goya 
recalls of her first jtAs in New York 
is that they represented a literal 
transposition of her experience with 
her family. “When you find a job. 
you try it, and if vou don’t like it. 
you just quit!” There is in this 
phr^ an ego reinforcement in the 
intent of accentuating a feeling of 
independence and freedom. After 
all, it was the first opportunity she 
faced where there was more than 
one alternative available. 

While taUtihg about the condi¬ 
tions of work in the factories in 


Now York she stye, ^*th«re nre DMnigr 
bad panoas in those places 
try to abuse ffw Puerto Rictm and 
think that one is going to shut up 
like a dead fly”. In tenni a sodal 
vtlue-(^em ttte words above are 
the voice of a rebel; it is just Idte 
saying ; 1 quit my family and the 
conmiunity where I was born and 
raised because women there must be 
submissive and silent martyrs taking 
whatever comes to them. 

What Is She Ruitninc Fvoan? 

She is at the same time, symboli¬ 
cally representing her mother by a 
“dead fly”. This phrase is very sug¬ 
gestive at various levels. In common 
usage it is used in Spanidi to make a 
reference to a spiritless person, but 
when a house-fly is described it is 
usually done in terms of the most 
repulsive, nauseating and filthy in¬ 
sect. In Hato, where Goya cofflies 
from, house-flies are conudered 
especially nauseating because they 
are ever present flying about the 
open latrines which are frequently 
close to the kitchens. And in Goya’s 
mental reference, who could be the 
one who keeps silent at all times ? 
Obviously, her own mother®; and, 
if generalised, women in Hato. Ainf 
who makes them remain “shut up 
like a dead fly” ? Obviously, tl» 
man in the house, the father. “There 
are many bad persons in those pla¬ 
ces” is the same as saying there are 
many men as bad as my father in 
those places. In “those places” the 
integrated whole of her personality 
(her self) is continually endangered 
and at stake. She is still fighting 
the nuclear conflict of intimacy and 
isolation' and is not yet able to 
face the fear of ego loss in situations 
that call for self-abandon. The golu- 
tion at hand is always the same, 
“just quit”' What is she running 
from ? 

This is partially answered in the 
interview when Goya says “ ... he 
finds me lying on the bed cryina 
desperately and thinking about all 
that. (She refers to the conditions 
of ‘misery’ of her family in Hato.V 
When I feel that wav 1 wish 1 had 
wings and could flv”. First of all. 
her mechanism of lying in a bed 
crying all by herself is quite symp¬ 
tomatic of an acute neurosis It is 
an escape mechanism defence 
brought up, in this case, to virtually 
vdpe away her guilt feelings and re- 
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mone (or AbatHioning her (amily 
and not helping (hero out of their 
"mieery". Note that iliis guilt feel¬ 
ing boil* up when she receive* 
“Jetler* asking for money'’. These 
letters enervate in her all her new 
pseudo-pcrsonalitv hy fKiinfmg out 
to her where she belongs, where her 
Toots are in a socio-psychological 
setting. Hui, at the same iniie, they 
stimulate hei .inlagoiiism iiixl rebel¬ 
liousness lowarrl the figure*, and 
conditions of her six laiisalinii. .She 
suhtonwioii.sly tiies to sohr the con 
flirt by this niechunistii of defence 
Another tn<>«l iinporlnnt function of 
this mediaiiiMti is that while she is 
trying aloud slie lepiidiates the fart 
of being alone, Ag.iin, the solution 
looked for is withdiawal -- she can¬ 
not soundly face lealitv. -She does 
not say that site would like to have 
money and buy an airplane ticket 
and go to the Island. She would 
like to have wings and fly. (Is there 
here a suiicoti.HcioiiK alhrsion to the 
dead fly ? Has wings, hut cannot 
fly! I I think that at this point it 
is rather obvious -- if the analysis 
is correct — that (ioya is tiying to 
fly, to escape, fioin /ler own self. 
Anxiety is the predominant feaiuie 
of her neurosis, 


In her proce-w of individuation 
she constantly tried to cut off her 
prittiar)' lies, hut she succeeded only 
partially. She is still runntiig from 
the male figuie of her authoritarian 
father. She killed syinholirnllv the 
figure of the mother with ail the ad 
joining value.* und characteristics. 
She openly rejected and broke the 
mores of the community; first, by 
not getting married after eloping 
and second, hv her new conduct and 
behaviour in her dressing, drinking, 
smoking, etc One of the fundamen¬ 
tal ideological stands m this com 
munity i.s leligion. IVeveilheless. she 
thinks that “religion makes them 
crasy” 


NegaUon of the Self 

That is to say. in her quest for 
freedom and independence .she pre¬ 
tended to destroy all hei feeling? of 
identity, all her .socio-ciilliirat root.s 
But she found nothing to replace 
them. From heie derives her stale 
of mind where she finds herself 
alone and the social ordei is i emote 
and incomprehensible. 

Goya tfied to replace hei world 

f' of teeaiitr and reassurance in her 

K 
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autochthonous comiminity by a job 
in a factory “in the States”. Al¬ 
though she «aye she prefers this, 
she says that “ . - . it is true that 
you give Vtmr life in your work 
hut at the end of the week you find 
I.AO or I 60 in your purse". Note 
that this declaration is characteris¬ 
tic of the process of self-alienation 
She IS giving her life, again an ex¬ 
pression of withdrawal from her 
self. For what’ To go back to Hato 
wearing an impressive, completely 
out-of-place garment with which she 
wants to sav I am different from 
all of you, I don't like it here, I 
am not from here Then she returns 
to New York to work and to “re¬ 
main alone in our apartment doing 
nothing" 

All these withdrawals and despe¬ 
rate running away brought her to 
a condition of iheoreiirally “selling” 
her life in order to have S .AO oi 
$60 in a puree “to bu\ things". She 
lost her identity, her security, her 
group of belonging, etc. in order 
to buy things Thai is. psycho-analvti- 
cally, in order to hold on She has 
not come to term* with her anal- 
muscular maturation, to use F.rik- 
vin’s phraseology and has turned 
their hostile implications against 
her self. According to Erikson. the 
unre.solved condition of this nuclear 
conflict might he the sou ice of a 
compulsion neurosi?. 

Half-way between Halo and (New York 

Goya (is not a typical emigrant 
My own ohservalions of the Puerto 
Rican emigrants in New- York or 
Chicago do not coTreapond to Go¬ 
ya's reported behariour The tvpical 
emigiants, in the first plane would 
hare gone to live in a communitv- 
like neighbourhood where they 
would he surrounded hv emigrants 
(omiiig. like them, from Puerto Rico 
or, probably, from the same toyvn 
There rvould alway.s be a person at 
iiand with whom to share even 
tears Anotliei nattern commonly 
observed in the Puerto Rican “co- 
loiiv" of cmierants is that some time 
after their Ireing settled, thev will 
send for other members of their 
family — usually the next brother 
or sister. 

At any rate, there is good reason 
to beheve that Goya's argument for 
using contraceptives is a flagrant 
rationalisation of her inner feelings 
U would “be a disaster", she says. 


if she would btsootne pregnant. (She 
uses the same word, “disaster”, when 
describiim her family’s misery m 
Hato.) What is the real content of 
this “disaster” to her? She would 
have to face the crude and natural 
reality that she is a woman, and 
as such, biologically created to pro¬ 
create The sex-stetus definition and 
expectancies of her community arc 
also violated. Her use of c-ontracep- 
(ives is her ultimate negation of the 
self. 

Thia then. i.s her present conib- 
tion. Life has no meaning or pur¬ 
pose for her, except “giving it” at 
work. She experiences hereelf as an 
alien. She has become, one might 
say. estranged from herself. She 
finds herself seized and caught half 
way between Hato and New York. 
F.ach place represents conflict. In 
between there is an ocean. She is 
alienated from her culture, her 
community, her family and worst of 
all, from her self. That is her con¬ 
dition of moral aloneness. 

Notes 

• The interview whs conducted in Spa 
nish; translation is mine 

- They were nevei legally married AI 
though m>arrjage in Puerto Rico is 
ruled basically by the same legal re¬ 
quisites and procedures as in the 
mainland, legal m.irriage, if nOt ac¬ 
companied by ihe C.atholii ritual, is 
not socially i-llidated in ihis com 
munily. 

“ When a person iri this community 
s,ay? that he "knows” <iome other 
person, he may only and simply mean 
that he knows to what family the 
other person belongs or where he 
lives When Goya says that she and 
Pedro "knew each other since we 
were small'’, u does not mean that 
they used to plav or go places, or do 
things together 

* The silent hostility and aggression of 
tho wive* toward their husbands in 
this community was obviously clear in 
the answer given to one of the ques¬ 
tions included m the questionnaire 
\bou< % per cent of the married 
women interviewed (P~1S7) aniwer- 
ed that "if given the rh.ance of living 
again they would never get married". 

- Probably, there is a close relation be¬ 
tween the symbol of the dead fly and 
the fact that m the interview Goya 
never mentions the mother. 

f Enkton, H Enk, ‘‘Childhood and 
Society’’, W W Norton & Co. Inc. 
N Y, 1950. p 329-231. 



M^thusian Prospect in Mauritius 

4 H Smitik 

Jn the WeH, the most powerful solvent of traditional social patterns — the family structure in pt 
cttlar — has been economic growth; but the best the Mauritians can look forward to, for some time to cox 
is to run faster to keep living stcmdards where they are now. 

Western experience suggests a close link between economic growth and the sptead of population c 
trot. But many of the conditions which helped to avert tf^e Malthusian nightmare in 19th century Brita 
e gf increasing industrialisation and the> safety-valve of emigration, are absent in Mauritius and are unltk 
to be created there. 

As for attitudes to what lies ahead, the people of Mauritius seem to be denied the hope of a brighx 
fubiire for themselves and their children which in the West has provided an incentive both to economic i) 
provement and to the restriction of births to enhance opportunity still further. 


The experience of the past 

solution out of the variety of expert 

modem world faces problems 
of over-population on a scale 
far greater than anything contem¬ 
plated by the gloomy Malthus over 
150 years ago. Of the many places 
threatened by a fatal imbalance 
between population growth and ex¬ 
ploitable resources, Mauritius stands 
out as a representative and particu¬ 
larly frightening example. She com¬ 
bines the inexorable pressure on re¬ 
sources exerted by falling death- 
rates and continuing high fertility 
with inescapable physical limitations 
on economic growth. Great colonial 
empires once saw the island as “the 
star and key of the Indian Ocean”; 
today the stars of empire are burned 
out and the key Mauritius seeks is 
the key to survival. She is unlikely 
to find it without outside assistance, 
at least in the foreseeable future. 
What other countries choose to do 
to help avert the approaching Mal¬ 
thusian nightmare will provide a 
modest but decisive test of inter¬ 
national humanity, since the island 
is isolated and now of little com¬ 
mercial or strategic importance. All 
the same, the basic cure depends on 
decisions only Mauritians can make 
for themselves. 

If no cure is found for her pro¬ 
blems of population growth, the 
prospects for Mauritius are deprcs-_ 
sing in the extreme. At present 
the population is about 650,000. By 
the end of the century, it will cer¬ 
tainly have reached one million; if 
present trends continue, the total will 
be close to three millions. In either 
event, without a substantial increase 
in gross national product there 
must be a fall in average per capita 
ineomes^ and without ecunoniic 


has, in the final analysis, little to offer 
advice that is given. 

growth and diversification, un¬ 
employment will increase. Even 
now it is estimated that per capita 
income is declining : at the same 
time unemployment and under¬ 
employment are widespread. 

No Laek of Diegnosis 

The inescapable priorities of eco¬ 
nomic and social policy for Mauri¬ 
tius are (I) to create conditions 
favourable to economic growth 
which will, above all, increase op¬ 
portunities for employment, (2) to 
control population expansion. The 
island’s difficulties have not lacked 
diagnosis in recent years. A Com¬ 
mittee on Population decided in 
1955 that her social and economic 
problems could only be overcome 
by means of emigration, economic 
growth and birth control. The pro¬ 
spects for Mauritius without an ef¬ 
fective combination of such measu¬ 
res are unthinkable; and the really 
important policy questions arc not 
whether these measures are desira¬ 
ble, but how far they are feasible 
in the light of the island’s present 
economic and social structure. 

In 1960-61 two teams of social 
scientists from Eni^Iand thoroughly 
examined the possibilities and made 
policy recommendations. One led by 
Professor James Meade of Cambri¬ 
dge University was concerned with 
economic prospects; another led by 
Processor Richard Titmuss of the 
London School of Economic.*! was 
a^ed to report on the framework 
of social security In view of the 
faults already mentioned, the insis¬ 
tence of both reports on the pivotal 
nature of the population problem 
will come as no surprise. 


Mauritius; she must devise her ou 


The main theme of the Mea 
Report was the need to avert a d 
line in the average standard 
living of the growing populath 
The Titmuss Report found it neo 
sawy to extend its terms of referen 
to include general health and wi 
fare provisions, as well as socii 
security : its main recommendatioi 
for social policy were explicHi 
designed to slow down the rate < 
population growth. Both report 
were agreed that without an effet 
tive check on numbers, Mauritiu 
faces economic and social disaster. 

The several dilemmas in whicl 
Mauritius finds herself are thorough 
ly described in these reports ; it 
might be argued that Professor Tit¬ 
muss adds yet another by insisting 
on the full implementation of his 
relatively expensive social welfare 
proposals, despite the Meade recom¬ 
mendation for economic restraint 
and austerity. Emigration is an at¬ 
tractive refuge for the policy-maker, 
but the most likely destination, 
Madagascar, appears to have no in¬ 
terest in the po»sibility. Emigration 
elsewhere in the Commonwealth 
would be too expensive an ojjera- 
tion for Mauritius to bear the cost 
herself. The Meade Report discussed 
more emigration to Britain ns a 
possibility, but since then restrictions 
on Commonwealth immigration 
have been imposed by the U K 
Government. 

Economic growth and diversifi¬ 
cation are obvious goals, but pro¬ 
gress towards them is hindered by 
certain obstacles which are salient 
features of the island’s economic 
and social structure. At present the 
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i^^il^Mauritian iKotiomy ii overwhri* 
' ntingly tiff})eni)i‘nt pn lugar and the 
vkiasitudra of the world sugar mar¬ 
ket, tempered only by the minimum 
protection afforded by the Com¬ 
monwealth and International Sugar 
Agreements. There is no real pro- 
$pect of expansion here, only per¬ 
haps of greater efficienry at the ex¬ 
pense of employment opportunities. 
The island offers little in the way 
of exploitable, resources, either in 
the {onn of minerals or through ad¬ 
ditional cultivation. The Meade 
report explored every entry, foot¬ 
note anti cross-reference in the dic- 
tionarv' of economic development 
which could possibly he relevant to 
Mauritius : the result was an exten 
sive list of recommendations (129 
in all I which, if applied, might, in 
the Report’s own words, “constitute 
that revolution in economic affairs 
. . . essential to start a process of 
economic development on a scale 
which will absorb the growing popu¬ 
lation of Mauritius without a seri¬ 
ous fall in the standard of living”. 

These pioposals - which ranged 
over agricultural policv. deep-sea 
fishing, Government suppoit for in¬ 
dustrial development, credit facili¬ 
ties, the aims of education and the 
efficiency of public administration— 
have to be viewed against the reali¬ 
ties of social structure Mauritius is 
a plural or racially-complex socie¬ 
ty, composed of a majority of 
Indians (both Hindu and Muslim), 
Creole.s, Chine,se and Kuropeans. 
These groups have found tlicir way 
into socially-distinct clusters of oc¬ 
cupations; so that social mobility 
through occupational advancement 
is inhibited, and enterprise and the 
efficient organisation of ability are 
restricted in scope The educational 
system does not help by attempting 
too many varieties of language ms- 
triirtion. The Meade Report sug¬ 
gested a firm decision in favour of 
English, but politically this will be 
a difficult measure to implement; 
as '.'ill be Us recommendation that 
the schools should make a strong 
effort “to change the current atti¬ 
tude of young people that it is un¬ 
dignified to work with their hands”. 
The close relation between non- 
manual jobs and high social and 
economic status is clearly visible to 
Mauritians and is likely to remain 
so : indeed, the Meade Report ap¬ 
peared to endorse this by insisting 
on the need for wages to remain low 
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to ensure a stable and competitive 
economy. The superiority of govern 
meiit service over manual labour is 
firmly established in the minds of 
Mauritian parents, and it is difficult 
to imagine a decisive change of 
attitude. 

Most Urarnt Nerd 

In lonsidcring the Meade propo 
sals, a distinction needs to he drawn 
between immediair and future pro¬ 
blems, and priorities set according¬ 
ly. The most urgent need ii to 
create employment opportunities to 
offset, as far as pos.sible, the present 
growth in population It is hard to 
think of a practicable allernalne, 
Theoretically a more ‘efficient ex 
pension of the economy could out¬ 
strip population growth, but if it were 
attempted the social disruptions of 
rapid expansion might put burdens 
on the system of sormi welfare at 
a critical time • and the temptation 
to tax efficient employers more hea 
vily might reduce entrepieneiinal 
incentives and opportunities for 
emplovment. fn any case, growth on 
this scale needs a basis winch 
Mauritius cannot at present provide 
At the same time, one cannot help 
feeling that the social, eeonomic and 
political consequences of deliberate 
ly promoting the development of 
enterprises which arc “less efficient” 
and big labour-users need thinking 
through more carefully than Pro 
fessor Meade and his colleagues had 
lime to do 

The Titniuss proposal-- u-ad 
more diainalically than Professor 
Meade's, partly because they focuss 
ed sharply on the population pro 
Idem, but also because of the novel 
and ingemous remedies suggested 
Social policies for Mauntiiis must 
be devised, the report argues with 
an eye to their effect on popul.ition 
growth Existing public assistance 
allowances were encouraging large 
families and since rertifi^ sickness 
is a qualification for relief, were 
leading to abuse the medical ser¬ 
vices. The medical services (and 
part of the medical and pharmaceu¬ 
tical profession) were in any rase 
ripe for reform The needs of the 
unemployed and underemployed 
were being met largely through an 
elaborate and highly undesirable 
system of money lending and credit 
from .shopkeepeis 

In place of these services, the 
Titmuss report proposed the intro- 


the economic 

duction of social provisions w^h 
would, besides meeting need effici¬ 
ently. “support and strengthen 
family Idc”; and at the same time 
make family planning populw and 
SO limit population growth. This is 
an ambitious clutch of objectives; 
hut the de.sperate nature, of the 
Mauritian situation justifies the “all- 
or nothing” mood of the report. 

A principal aim is the popularisa- 
IKK! of the three-child family. II 
this becomes standard by the 1970’s, 
the total population 20 years from 
now will he some 400,(XK) less than 
if present fertility levels prevail ; 
nuire iinpoitant, the island will be 
spared the consequences of an un¬ 
precedented burden of child depen¬ 
dents -- estimated at close to half 
the total population in 1982 The 
adoption of the three-child family 
can ensure a more balanced age 
structure, with a ratio of producers 
to dependents similar to that found 
in Western industrial societies. 

What wotiW this mean in terms 
of the decisions to be made by 
Mauritian parents ’ According to 
Miss Edith 4dams of the U N Popu¬ 
lation Division, who provided an 
expert technical appendix to the 
Titmuss Report, continuance of pre¬ 
sent fertility tales would result in 
an average completed family size, of 
5 7 children To achieve the Tit- 
muss objectives, then. Mauritian 
parents would on the average need 
coiisctoiisly to decide to have at 
least three fewer children. 

The spread of birth control on a 
wide scale IS the only sure guaran¬ 
tee of this The Titmuss proposals 
envisaged tiie establishment of family 
planning facilities as an important 
jiart of thv' proposed national health 
sendee - the report also envisaged 
an appio.sch to a consortium of 
leading Foundations to finance a 
demonstration project sfiowing how 
an alliance of social, economic 
and family planning can resolve the 
problems of population growth”. 

Professor Titmuss and his collea¬ 
gues were fully aware that the spr¬ 
ead of birth control depends on far 
more than the availability of relia¬ 
ble techniques. Drastic changes in 
attitude and custom are also called 
for, by suggesting the use of social. 
jiolicies to assist and even direct , 
such changes, their report moved tty 
an unfamiliar level of originality 
and controversy, 







To enoouroge A» tl(rae<cliiUi 
family, they proposed a nuaitbiy 
cash payment of Ra 15 for familim 
with three or more children under 
the age of 14. To qualify for this, 
certain conditions must be met : the 
mother must be over 21 and the 
earnings of the household head not 
liable to tax. To change the prac¬ 
tice of early marriage, especially 
among Indians, it was recommended 
that the minimum legal age of 
marriage be raised to 18 for women 
as well as men : and that where 
both bride and bridegroom are over 
21, a marriage benefit of Rs 50 be 
paid to the bride’s father. To quali¬ 
fy, the bride must previously have 
borne no children, and her father 
not be liable to income tax. The 
spacing of births after marriage 
would be encouraged by the pay¬ 
ment of a maternity benefit of Rs 60 
for mothers who (i) are over 21, 
(li) have not home a child in the 
preceding 24 months, (iii) have fe¬ 
wer than three children alive, (iv) 
have attended an ante-natal cUnic, 
(v) have husbands not liable for in¬ 
come tax in the previous year. It 
was recommended that no other 
maternity benefits should be pro¬ 
vided. 

The administrative and psycho¬ 
logical complexities of such orovi- 
sions illustrate the difficulties of 
promoting “restraint through wel¬ 
fare’’, as opposed to Malthus’ 19th- 
century doctrine of “welfare through 
restraint’’. Who is likely to respond 
to these incentives ? It is arguable 
that those Mauritians who will rea¬ 
dily peiceive and respond to them 
are likely to have decided in favour 
of family limitation anyway; also 
that for those who have not decided 
but are subject to persuasion, the 
more effective measures proposed 
for propaganda and clinical facili¬ 
ties could be sufficient. Thera re¬ 
mains the crucial group who are at 
present the majority. They are poor, 
and being mainly wage labourers, 
are always in need of cash to secure 
the necessaries of life. Custom fa¬ 
vours early marriage and high ferti¬ 
lity : children are widely regarded 
as the best form of social security. 
To families in this category, the 
three-child benefit will probably be 
a highly-desirable objective to be 
achieved as quickly as possible : it 
cannot deter people from having 
more than three, since Professor 


Titmun and hia cothsagUM do not 
tack On to their new pn^osal what 
some might see as its logical con¬ 
clusion, by suggesting the withdrawal 
of the benefit with the birth of a 
fourth diiid. However, if this pro¬ 
posal and others related to it do 
succeed in postponing marriage and 
in popularising the three-child 
family, a decisive contribution will 
have been made to the future wel¬ 
fare of the island. 

Application of British Experience 
No one can envy Professor Tit- 
muss and his colleagues the task 
they faced in Mauritius; or question 
their verdict that existing social 
provisions are unsatisfactory and 
tend to encourage population growth. 
Professor Titmuss has written since: 
“we could not think, act and advise 
simply as welfare specialists. We 
had to try and break out of West¬ 
ern specialisations and combine the 
insights of the economist, historian, 
anthropologist, demographer, politi¬ 
cal scientist and doctor’’*. Profes¬ 
sor Titmuss has proved many times 
that he is no narrow specialist : but 
the fact remains — and is inevitab¬ 
ly in evidence in the Mauritius Re¬ 
port — that he and his colleagues 
are experts in the field of British 
social policy and its inconsistencies. 
Now many of their views have gene¬ 
ral application, eg, the important 
distinction between ‘real’ and ‘tran¬ 
sfer’ costs in social security schemes; 
the insistence that, in framing so¬ 
cial policy, the family should 
wherever possible be the primary 
unit of consideration; the need to 
take account of ‘fiscal’ welfare pro¬ 
viding tax reliefs to individuals as 
well as communally-financed social 
welfare schemes providing benefits 
in cash or m kind. But their ex¬ 
pertise finds its most vigorous ex¬ 
pression through an acute sense of 
the ways in which, in Britain, social 
policy supports and even reinforces 
existing class divisions and social 
structure as a whole It is question¬ 
able whether conclusions and ob¬ 
jectives peculiar to the British ex¬ 
perience should be applied to 
countries whose social and econo¬ 
mic conditions are very different 
Obviously, it is to be hoped that 
one country will be able to learn 
from another’s mistakes — and 
Mauritius would do well to note the 
pitfalls of the early British health 
and social security measures. TTie 


Titmuss Repotl gives prdper emphd- 
sis to these lessons but it also 
brings in a variety of considerations 
which in the writer’s opinion are 
more relevant to current social policy 
discussions in Britain than to the 
problems facing Mauritius. For exam¬ 
ple, is It appropriate to discourage 
'occupational welfare* i e, provision 
by a company for its own employ¬ 
ees’ needs in a society which despe¬ 
rately requires lesponsible and 
enterprising employers ? Is it ap¬ 
propriate to recommend a contri¬ 
butory system of insurance against 
sickness and unemployment for an 
economy faced with an explosive ex¬ 
pansion of juvenile labour supply, 
and an already high and inci easing 
rate of unemployment and undei- 
employment — seasonal and long¬ 
term? Is it appropriate, if we agree 
with Professor Titmuss that social 
policy should be generally accepted 
as benefitting the community as a 
whole and not just the “poor”, to 
treat income-tax jiayers more severe¬ 
ly than in the past by cutting their 
child allowances, while at the same 
time excluding them from the 
three-child benefit ? This exclusion 
was suggested as a simple form of 
means test, yet the Meade Report 
made it clear that “many jx'ople 
who aie well able to pay income 
tax do not do so’’. Presumably they 
should be excluded from the bene¬ 
fit too. A more appropriate mea¬ 
sure would be the extension of 
liability for income tax, and resliict- 
ing the number of children for 
whom allowance was made to three, 
as the Meade Report recommended. 
In any case, if liability for income 
tax is extended downwards — and 
there seem to be good giounds for 
thi.s—the case for children’s allow¬ 
ances near the cut-off point bet¬ 
ween the three-child benefit and 
none at all will be haid to resist. 

These consideration.s have been 
introduced not to criticise the, ori¬ 
ginality and lucidity of the Titmuss 
proposals; but to question whether 
certain of them are likely to achi¬ 
eve their objectives, given what is 
known about the economy, social 
structure and social needs of the 
island. The Mauritian Governnienl 
has accepted most of the Titmuss 
recommendations and has already 
put the three-rhild family benefit 
into operation. Family planning 
however has made little headway, 
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The tt'eftem experienoe •uggeeti a 
ciofse iuik between economic growth 
and the spread of popuiation con¬ 
trol, even though the processes in¬ 
volved are by no means fully under¬ 
stood. But many of the conduions 
which helped to avert the Malthu¬ 
sian nightmare in 19th-century Bri¬ 
tain, e g, increasing industrialisation 
and the safety-valve of emigration, 
arc absent in Mauritius and are un¬ 
likely to be created there As for 
attitudes towards what lies ahead, 
the people of Mauritius seem to be 
denied that hope of a bnghter fu¬ 
ture for themselves and their child¬ 
ren, which in the West has provided 
an incentive both to ecoriomir im 
provement and to the restriction of 
births to enhance opportunity still 
further. 

Perhaps the basic dilemma of 
Mauritius is that the experience of 
the past has, in the final analysis, 
little to offei : she must devise her 
own solution out of the variety of 
expert advice that is given One 
thing is clear. The situation i« such 
that only proposals as revolutionary 


•hd Professor Titnnua’ associate, 
JOr Abel-Smith, recently revisited 
the island in connection with this 
pan of the programme. Only such 
a programme can guarantee success 
for Mauritius’ attera|it to curb popu¬ 
lation growth. The situation demands 
the modilication of traditional 
family patterns, and attitudes to¬ 
wards the future. But, as has been 
pointed out by an authority on the 
social structure of Mauritius. ’ the 
Titmuss proposal to pay the delayed 
marriage benefit to the bride's 
father can only reinfoice the tradi¬ 
tional patriarchal family structure. 
Dr Benedict also notes the contradic¬ 
tion between this proposal and the 
report's avowed aim to raise the 
status of wonifii in Mauritius. 

In the West, the most powerful 
solvent of traditional social pat¬ 
terns — and family structure in 
paiticulai — has been eeonomic 
growth : but the Meade Report sug¬ 
gests that the best Mauiitians can 
look forward to, for some time to 
come, is to run faster in order to 
keep standards where they are now. 


and cootrovenial as those put 
waid in the Titmuss R^rt are Uko- 
ly to improve it. But to work, such 
proposals must bear a close relation 
to tlie felt needs and objcctiviM rf 
Mauritians themselves. The filial 
choice of action rests with the peo* 
pie and their Government. It is a 
stern but necessary one : on the 
hand, drastic economic and social 
policies which will equip their so¬ 
ciety for survival and, it is to be 
hoped, future growth; on the other, 
the unthinkable consequences of in¬ 
difference or false optimism. 
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tiu4‘', Methuen & Co. 

Richard M Titniuss, Brian Abel- 
Smitli, assisted by Tony Lynes' 
‘‘Social Policies and Population 
Growth in Mauritius'', Methuen & 
Co 

5 “Does Soeial Welfare Create Starva¬ 
tion’" in New Society, Nov 8, 1962 

’ Burton Benedict, "Mauritiu* at the 
Crossroads", British journal of Socio¬ 
logy, Vol 13, No 4 
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Aid "to' Pakistan 


An ETaluation 

Hamxa Alavl 


In a significant statement Pakistan’s Finance Minister, Mohamed Shoatb, said sometime ago ; 

“In the past year we have been jaced with a crisis in oar external relations calling into questicM 
the alliances ‘that have been central to our foreign policy. We have learnt that we have to rely on our 
own people and resources and not on the promises of others to' safeguard Pakistan’s security and national 
interests.” 

Principal rmong the alliances which have been “central” to Pakistan’s foreign policy has been, of 
course, the one with the United States. The alliance has secured for Pakistan very substantial amounts of 
economic and defence assistance from the V S whose share of non-military aid received by Pakistan during 
the period 1951-60 was no less than 79 per cent. 

.4n attempt is made below to evaluate the contribution of U S aid in different forms—development 
loans, commodity assistance, military aid — to Pakistan’s economic development and defence. 


jPRESIDENT Ayub Khan was one 
of those in positions of autho¬ 
rity in Pakistan who were res¬ 
ponsible for the sharp break in 
the country’s foreign policy ten 
years ago. The emergent policy 
of neutralism, which was being given 
shape under Liaquat Ali Khan, was 
suddenly abandoned and Pakistan 
joined the U S in the Cold War, It 
was then argued that such a marri¬ 
age with a rich nation would fetch 
a dowry of gold and open up new 
prospects of economic prosperity. 
The alliance, it was said, would 
secure for Pakistan a powerful 
voice in the comity of nations and 
put at her disposal great military 
power to strengthen her security. 
The record belies the promises of 
this mendicant philosophy. Events 
have proved false the hypothesis on 
which it rests, viz, that in the field 
of international relations loyalty 
begets loyally, regardless of the 
alignment of national interests. 

In the National Assembly, Yousaf 
Khattack, a Member, has described 
this as “the romantic conception of 
foreign policy”, so that when “Am¬ 
erica thought Pakistan was no use 
to her, Pakistan felt like a jilted 
lover”. He asked the Government 
to be more realistic in its thinking 
on this subject. It is, however, 
difficult to believe that the policy¬ 
makers of the Government could 
have been so very naive in their 
thinking on this vital matter. But 
to deny them this explanation would 
be to charge them of having misled 
the nation; for the alliance has 
given us neither strength nor dig¬ 
nity. Now Pakistan feels bereft of 


friends; a sense of isolation which 
IS the more accentuated by our 

eagerness to demonstrate our new¬ 
found bonds of friendship with 

China — the meagre product of 

two negatives. 

Total Depemlence on the U S 

Here, once more, there is a 
fundamental inconsistency in our 
position. The reality of our vir- 
Itually total dependence on the 

Western countries, particularly the 
United States, for aid stan^ in 
contradiction to our apparent align¬ 
ment with China. The heavy de¬ 
pendence on U S aid leaves Pakistan 
with little freedom to embark on 
an independent foreign policy even 
though both the U S and the Ayub 
regime in Pakistan have had to ac¬ 
commodate temporary shifts of poli¬ 
cy in the face of the traumatic ex¬ 
perience of the Pakistani people 
under the impact of recent events 
and the general recognition, and in¬ 
deed the admission by the Govern¬ 
ment, of the unreliability of the alli¬ 
ance. But the pressure of dependence 
remains and Ayub is already busy 
selling the idea of a confederation 
of Pakistan, Iran, Afghanistan and 
Turkey, a project dear to some 
planners in Ae U S. At the same 
time, one must recognise that there 
is some desire in Pakistan to re¬ 
duce this heavy dependence on the 
U S in order to gain a greater free¬ 
dom in foreign policy. 

At first glance it Would appear 
that some progress has already been 
made towards the diversification of 
the sources of foreign aid. Table 
I shows the foreign aid received 
by Pakistan according to sources. 


It will be seen that in the period 
1951-60, apart from small amounts 
obtained from the U N and Sweden, 
the bulk of the aid came from the 
U S, the World Bank and the Com¬ 
monwealth. In fact if these figures 
were broken down further one 
would see that Commonwealth aid 
played a more important part, rela- 
tnely, in the period before 1953 
than after that year when the US 
came to dominate the scene. On 
the other hand, in the period 19lk)- 
63 Cisrmany and Japan figure pro¬ 
minently. Particularly significant is 
the appearance of the Soviet Union 
and Yugoslavia, in the context of 
Pakistan’s foreign policy. The latest 
development is the participation pf 
all the principal Common Market 
countries in the aid Consortium. 
This diversification is a welcome 
change. Paradoxically, however, 
underlying this diversification there 
is also a greater dependence on the 
U S which has increased its share 
of total aid. 

If we take ail aid, excluding ctmi- 
modity aid and military aid, for 
the period 1951-60 we find that the 
share of the U S was 42 per cent 
of the total while that of the Com¬ 
monwealth was 32 per cent of which 
Canada accounted for 24 per cent. 
Canada was thus the second largest 
source of aid. During this period 
the World Bank provided about 23 
per cent of the total aid. During 
the period 1960-63. although there 
was a considerable diversification 
of the sources of foreign aid, the 
relative share of the U S increased 
from 42 per cent to 50 per cent of 
the total. The share of the new 
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tlrItmr^ vuK al ihf ovix-tisc of Com- 
ihonvvf'iWlfi (on flint's whtipt share 
fifim |ifr ti'nl to 14 
])fr t'l'nl anif llif Win Iff Uank whcAC 
shiiif <lr(/()/M‘il from 21 jii't tent to 

1(1 jM'i (■I'lil Till (hop in the J'harc 

of (Ilf (ifiiimonMc.illli (oiintrics was 
niaini) on nfroiinl of (.anada whose 
sliaif (hopjM'fl from 21 per cent to 
6 pi'i ceiU Thf shall- of the I K 
iiifreasfd iiom 0 7 per cent to 7.6 
per tent The new participants were 
(/(‘riniiny. whirfi eontrihiited 13 4 
per cent of the total (ic hecame 
tht' sefoiid laifjesl lionorl, Japan 
(8.,3 pei cent), the, Soviet Union 
(3 3 pci cent) and Yiij^oslavia (1.1 
per cent! Thus theie has been a 
diversiliealiori in the souices of aid 
as well as an increase in the de- 
peiidenfc on the U S 

If commodity aid is taken linlo 
account the sfiate of the U S iti the 
total aid in the period 1951-00 comes 
to iiH miK h ns 79 |>t'r tent. During 
this jieriod minmodily aid amount¬ 
ed to HO jier (n*ni of the total aid 
reieived from the U S In the period 
1900-03 commodity aid declined 
somewiiat in importance and was 
only 60 per cent of the total aid 
from the US C.onscquentiy, if com- 
niodily aid is included, the relative 
shnre of the U S would appear to 
drop fiom 79 per cent to 71 pci 
cent Hut it would lie a mistake to 


conclude from this that there has 
been a diminution in the relative 
importance of the U S as a source 
of aid vis-a-vis other countries. The 
significance of the change is the re¬ 
duction in the proportion of com¬ 
modity aid. 

Impart on Economic Policies 
Tlicic i.s little evidence to show 
liiai U S aid has accelerated the 
pace of economic development iJi 
Pakistan; the reverse may well lie 
true The basis of the progress which 
has taken place in the held of in¬ 
dustrial development (mainly light 
industry I, was laid m the early fifties 
wheii li S aid was yet negligible 
and U S in^uence had not yet esta¬ 
blished itself fully. Paradoxically, 
by the time a substantial amount of 
US aid liegan to flow in, as from 
1955, the rate of industrial expan¬ 
sion began to slow down. This is 
shown by the index of manufactur¬ 
ing production (See Table 2) The 
point increase in the index is lower 
in 1956 and in later years than in 
the three previous years The in¬ 
crease in production during 1955 
has not been matched m any subse¬ 
quent year, the recovery in 1959 
and again in 1961 was well below 
this level. If is obvious from the 
figures that the percen/age rate of 
expansion drop/x’d eonsiderahly Not 
only K the rate of industrial expan¬ 


sion lower in later years hut also 
a substantial proportion of the in¬ 
crease in production in later years 
has been attributed to rationalisation 
and better utilisation of industrial 
capacity created in earlier years. 


Table 2; Index of Manufacturing 
Production 


Year 

Index 

Change m 
Index 

Series 

1950 

I: Base 1954 converted to 
1950 = 100 

100 

1951 

124 

+24 

1952 

155 

+31 

1953 

202 

+47 

1954 

265 

+63 

1955 

337 

+72 

1956 

382 

+45 

1957 

404 

+ 22 

Source * 

“Statistical Yearbook 1937'', 
Published by the C S O, Govt 
of Pakistan 

Series II: Base 1954 

= 100 

Year 

Index 

Change in 
Index 

1934 

100 

... . 

1956 

143 9 

+44 

(two year*) 

1957 

1.52 4 

+ 8.5 

1958 

162.4 

+ 10.0 

1959 

181 9 

+ 19.5 

1960 

192.4 

+ 10.5 

1961 

213 6 

+21.2 

Sources • 

Budget 1961-62, 

“Economic 


Survey” and Eleventh Annual 
Report of the Consultative 
Clommuiee of the Colombo 
Plan, January 1963. 


Table I- Foreign Aid To Pukislun- 1951-64 

[ExcluclinK Military Aid] 

(V S .$ million) 

1931 lo 30 6 1%(I 1 7 I960 lo 31-3 i%t 1963-64 Indus Basin 


Country/Agem y 

AUor.Ued 

Utilmpcl 

Gr.uiu 

Australia 

28 1 

:i81 

2.0 

Belgium 

- 

- 


Caiiadii 

1 It 0 

104 'i 

')2 0 

F rani e 

— 

— 


Genii.iny 

- 


— 

India 

- 

--- 

— 

Italy 


— 

- 

l.vpan 

__ 

— 

— 

Netherlaiid.* 

- 


— 

New Zealuml 

3 9 

5 1 

. 

United Kingdom 

3 

3 2 

2 0 

USA 

(i) IC.A/DLF/AID/ 
EXIMBANK 

288 7 

lb9 1 

145.0 

(u) P'ord Foundation 

164 

164 

9 0 

(hi) Clonimodiiy Aid 

949 7 

7‘H8 

— 

Sweden 

0 6 

0 6 

\ 0 

USSR 

- 

— . 

. — 

Yugoslav ia 

-- 

— 

— 

IBRD/IDA.'IFC: 

131 0 

100 0 

_ 

United Njtioiiv 

9.4 

94 

30 


I.nans 

" Total 

(Consortiun 

•Aid)* 

Development Fund f 
Grams Loans Total 


- 

_ 

... -- - 

- . 

_ _ 


2 0 

— 

15.0 

— 

15.0 


— 

10.0 

— 

— 

—.- 

6 0 

38 0 

190 

21.0 

— 

21 0 

: .'611 

126 0 

7 0 

27 5 

32.0 

— 

32 0 

- 


10 0 

1740 

- ' 

174.0 

18 II 

78 0 

30.0 

_ 

_ 

_ 

/I) 1' 

72 0 

6 6 

22 4 

3 0 

58 0 


3.0 

58.0 

11 3 (1 

160 0 

212 5 

177.0 

70.0 

247.0 


9 0 

-— 

— 

- 

- . 

• 

707 0 (. 

-si) 150 0 

_ 



3111) 

1 0 

- _ 

.. - 

__ 


30 0 

_ 




10 0 

100 

_ _ 

■ 



90 0 

90 0 

80 0 

_ 

90 Ot 

90.0 

—. 

3 (1 

_ 




* Anj.mn,ated amount of $ 40 million m aid is expected in 1963-64 from u.umr.e, ohich art- not members of the Consor 

t This amount includes $10 million not credited to the Indus Basin Dert-loumint P.,„a i« , -i ti r. , ■ 

meet interest and other charge* during the first 8 yea.^ of constnict.o.i of the wm-k! “ 

t In addition to foreign exchange commitments amounting to .$ 640 m aid and loans m resnect of n • r> i 

meiu Fund rupee assistance equivalent to .$ 2.35 million has been .om.mUed by ,he U S ^ ^ ® Develop 
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Behind the slowing down of in¬ 
dustrial expansion was the pressure 
of the conservative thinking of U S 
advisers whose influence acquired 
virtually die status of authority as 
Pakistan became more and more 
dependent on the U S. They soon 
came into conflict with men like 
Zahid Husain and Ghulam Faruque 
who were committed to a radical 
policy of industrial development 
Chulam Faruque, who, as the head 
of the P I D C, has made a big con¬ 
tribution to such industrial develop¬ 
ment as has taken place, once re¬ 
ferred to the opposition of our 
foreign experts who were trying to 
advise us against developing the 
jute industry, a field in which Pak¬ 
istan has made substantial progress 
thanks to the stand taken by him and 
Pakistani businessmen who stood 
behind him. The following passage 
from the evidence of Dr D Bell, 
who was attached to the Pakistan 
Planning Board, before the Senate 
Foreign Relations Committee, is 
particularly revealing. When asked 
about the relationship that existed 
between the U S Mission in Karachi 
and the Pakistan Planning Board 
he said “The I C A Mission mem¬ 
bers . . . consulted the Planning 
Board of the Pakistan Government 
regularly in two mam kind of 
things: First of all we [i e the Pak¬ 
istan Planning Board] were an ex¬ 
cellent source of information for 
them On specific problems they 
might be encountering Secondly 
after a while — although not in the 
beginning, but after a while, when 
the Planning Board began to have 
rea.sonable views as to what sort of 
things made sense to he done in Pak¬ 
istan and what sort of things did 
not make sense, the 1 C A Mis.sKin 
began to use this information to 
guide them in making their own 
decisions as to what they wanted 
to put their money into and what 
they did not. 1 do not mean to mi 
ply that they followed without re¬ 
view the opinions of the Planning 
Board; but they gave them heavy 
weight.” 

This is the strange relationship 
that was established between the 
principal organ of economic plan¬ 
ning in the country and the agency 
of a foreign power. Not only did 
the U S Mission have free access 
to the data and policy papers of the 
Planning Board but it is dear from 
the evidence that the role of the 


Planning Board was reduced to a 
merely advisory body, for the key 
decisions as to where the money 
should go lay with the U S Mission. 
There is a reference here also to 
the period when under the firm hand 
of Zahid Husain the Planning 
Board took a stand on the questions 
of Land Reform and Industrial De¬ 
velopment. It was after Zahid Hu¬ 
sain was removed from the,,Plan¬ 
ning Board that it began tO'aec 
“What sort of things made sense to 
he done in Pakistan” in the eyes 
of our American advisers. Their 
anti-industrial bias is evident in the 
revision of the First Five,-Year Plan 
and more sharply in the Second 
Five-Year Plan in which the pro¬ 
portion of resources devoted to in¬ 
dustrial development was further re¬ 
duced. 

Misdirection of Investment 
One need not enter here into ar¬ 
guments regarding problems of ba¬ 
lanced development and inter-secto¬ 
ral distribution of resources to 
achieve balanced and rapid growth. 
One might argue that the limiting 
factor in the development of the ag¬ 
rarian economy of Pakistan is not 
the want of large scale expenditure 
hut the crop-sharing system and the 
pre.sent .system of land-use. A radi¬ 
cal land reform could achieve far 
more than the vast sums which have 
been expended, some of which could 
have sustained greater industrial 
development. But the greatest wast¬ 
age of resources has been by way 
of the growing military expenditure 
and large number of so called “de- 
velo|jmenl” projects which are es¬ 
sentially militar>' in character 

A considerable proportion of ex- 
peiidituie iindei the rubric of 
“Tianspoit and Communications” 
would fall into this category. Thus 
for grants given to Provinces (upto 
50 per cent of the co.si of construc¬ 
tion of arterial roads), out of the 
‘‘‘Fund for Roads of National Im¬ 
portance”. It IS the Ministry of De¬ 
fence which makes the selection of 
roads and economic considera¬ 
tions aie relegated into the back¬ 
ground For instance, it is dilTicult 
to see why a first class tarmac road 
from Karachi to Khuzdar is being 
constructed through the barren area 
of Kalat at the cost of Rs 19 21 
million (for the Ist stage of the 
project which is in three stages) 
when there are more promising areas 
where new roads are badly need¬ 


ed. Even from the defence point of 
view such a road has little urgency 
except in terms of the U S strategy 
in relation to Iran. One would 
put in the same category tlie tele¬ 
communication network linking Pak¬ 
istan with CENTO countries with 
whom we have little trade to justi¬ 
fy such expenditure. As against this, 
road development in East Pakistan, 
which haa notoriously had com¬ 
munications, has lagged badly de¬ 
spite the sanction on paper of a 
scheme which has served no better 
purpose so far than to assuage East 
Pakistani feelings. 

Expenditure on ‘Transport and 
Gommunications” exceeded First 
Five-Year Plan targets. On the other 
hand, expenditure on Industrial De¬ 
velopment was below Plan targets. 
Another fruitless drain on resources 
is the very large amounts which 
are spent on construction of large- 
scale food storage facilities They 
are needed mainly to accommodate 
the surplus agricultural commodities 
received as aid from the U S. Wt 
shall consider this further when we 
discuss commodity aid. A detailed 
review of the allocation of resources 
under the Five-Year Plans would 
lead one to the conclusion that they 
are not designed primarily to pro¬ 
mote accelerated eionomic develop¬ 
ment but at every stage, subordi¬ 
nated to the dictates of U S policies 
and interests. 

Interfeeenre in ExiicuUon 

Apart from the influence of 
American advisers at the highest 
levels in the. Government in the 
formulation of over-all policies and 
plans, which arises both from their 
poliferation throughout the machine 
ry of Government and the inevitable 
jiressures of economic and financial 
dependence, the aid machinery in- 
lucnces decisions at every stage at 
the operational level also. Two fac¬ 
tors operate to achieve this. First, 
the U S experts attached to various 
departments, although in theory 
having an advisory role only, in 
practice exercise virtually executive 
authority. Their word has often the 
weight of an order because the 
future career of the officers with 
whom they work may depend on 
their report on their competence. 
The expert is also m a [vosilion to 
offer reward.s to cooperating offirers 
by way of recommendation for a 
variety of special training schemes 
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in the service of agriculture 


Factamfos (Ammonium phosphate 16:20) 
Ammonium sulphate • Superphosphate 
NPK fertiliser mixtures 


. in the service of industry 


Anhydrous ammonia • Sulphuric acid 
Sulphur dioxide • Ammonium chloride 

(N 1960, the company completed the first stage of its expan¬ 
sion programme involving a capital outlay of Rs. 3 crores 
And quickly, m its wake, followed the Rs. 2 crore-second 
stage which has, also, been completed - the highlight of 
which IS the installation of a ' Texaco oil gasification plant 
using naphtha as feedstock. Now, the much more ambitious 
third stage involving an outlay of around Rs. 12 crores is on! 


FACT 


THE FERTILISERS AND CHEMICALS, TRAVANCORE LIMITED 

R«|d. Office. Eloor, Ud)rotamendal P.O., Kerala State. 
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(tad al^ ojq^rtitaitks to go abroad 
ander riK various aid programnMe. 
Mr Ataijtr Rahmiv, when Chief Min¬ 
ister of East Pakistan deplored the 
interferenoe by American advisers 
in internaJ jaattera. In 1958 even 
the Central Government had to take 
notice of ibis and issued a circular 
to ail concerned stating that the 
e^^rts had an advisory capacity 
only and had no executive autho¬ 
rity. But a mere circular could 
hardly change the situation. 

The U S expert is nearly always 
on loan from a business corpora¬ 
tion for a short period, generally 
two years. His loyalties, naturally, 
remain with the parent concern, and 
his advice has often a greater bear¬ 
ing on the interests of the parent 
concern than the country which he 
has come to advise. For instance, 
it has often been alleged that the 
specifications prescribed by the ex¬ 
perts are unnecessarily d^iied and 
sfiecific to a degree that only the 
parent concern is in a position to 
supply the prescribed equipment. 
This prevents the Pakistan Govern¬ 
ment from obtaining competitive 
quotations for the supply of the 
equipment which is then bought 
from the U S supplier often at ex¬ 
orbitant prices. 

The .same effect is reali.sed through 
the control over projects exercised 
by Aid Mission officials through 
financial and supervisory control 
undei the terms of Project Aid ag¬ 
reements. Instead of the U S pro¬ 
ject aid being utili8e,d to cover the 
entire cost of a few selected pro¬ 
jects, It IS di.strihuted over a large 
number of projects so that each 
project has a small “aid component”. 
All such projects come within the 
operational control of the Aid Mis¬ 
sion which thus acquires virtual 
control over the disburseinenl not 
only of the aid funds but in effect 
also Pakistan Government funds al¬ 
located for the project in question. 

A great deal of light wa.s shed 
on these matters during the, sum¬ 
mer of 1961 when the Avub leginic 
came into conflict with the Kenne 
dy Administration and much infor¬ 
mation was supplied to such papers 
as the Government-controlled Pak- 
irtan Times which carried revealing 
reports from “Special Correspond¬ 
ents”. Accoiding to one such report 
(which does not appear to have 
been contradicted by anyone) the 
U S '‘takes back 50 per cent to 60 


per cent «f the total allocation in 
the name oonaultanta’ and con¬ 
tractors’ fees. It is stated that both 
in the Warsak and Kanuqihuli pro¬ 
jects the estimate of lui^ charges 
has been as high as over 50 per 
cent. The report oontinaes “it has 
become difficult for a public servant 
to convince Pakistani engineers and 
contractors or firms of consultants 
that they are not being discHminat- 
ed against and discouraged by such 
agencies {i e aid agencies] .... agen¬ 
cies like the World Bank are work¬ 
ing contrary to this end [of utilis¬ 
ing available local talent and ex¬ 
perience] . . . The conditiona im¬ 
posed for participation in the bid¬ 
ding [for tenders for construction 
projects] arc such as would auto¬ 
matically eliminate Pakistani firms 
It IS pointed out that the Jinnah 
Barrage, Ghulam Mohammed Bar¬ 
rage, Taunsa Barrage and the Gudu 
Barrage have all been designed, 
planned and executed by Pakistani 
engineers and contractors . How¬ 
ever, the World Bank seems to be 
taking no notice of these fact* as, 
neither is the designing likely to 
be assigned to any local firm ..f 
consultants nor is the execution like¬ 
ly to be entrusted to competent 
local conliaclors”. 

These factors combined with the 
fact that both Technical Assistance 
and Project Assistance work to tie 
the Pakistan Government down to 
particular suppliers of equipment 
and limit their ability to obtain real¬ 
ly competitive quotations result in 
the final analysis in an indirect loss 
to the Pakistan Governnirnt which 
prohablv exceeds the amount of aid 
that was received in respect of the 
project Aid thus becomes no more 
than an instrument to ensure a 
captive market 

Commodity Aid 

The bulk of IJ S aid is received 
in the form of commodity aid A 
payment is made in rupees by the 
Government of Pakistan against the 
aid received, into American accounts 
and controlled by the U S Mission. 
These Funds are designated as the 
Counter-part Funds. Thus the first 
stage of the transaction is essential¬ 
ly a purchase rather than a gift or 
loan. This purchase in fact is not 
made at the normal world market 
prices but at U S support prices 
which are substantially higher than 
the ruling world prices (in the case 
of wheat nearly a Uiird higher at 


one time). The oomraoditiw tm 
brought in American ships as tha 
is a condition of the aid agnttneni 
The New York Times repogrted m 
June 13, 1953 that shq^iK of tb 
U S wheat to Pakistan in Ainericai 
ships would cost Pakistan 126 pei 
ton as against $ 12 to f 14 in i 
foreign ship, llius the Rupee equi 
valent of the Commodity Aid ia 
ly an inflated value. In Septembei 
1958 the-then Finance Minister Am 
jad All rather irresponsibly dis 
missed the question of paying sud 
inflated prices by the argument tha 
aftet all it was merely a queatiot 
of aid accounting and did not i« 
present a real burden for Pakistan 
But this IS not so. Whether the so 
called commodity aid is really ait 
or trade at inflated prices can b( 
determined only on the basis of tb 
actual dispoaal of the counterpar 
funds. This is illustrated in Table 3 

To begin with, it is interesting t< 
note that the amounts shown a 
“Development Grants" appeared fo 
the first time only in the half-yew 
June-Dec 1958, i e, after the militar 
regime in Pakistan had taken over 
To finance an undiminished bud 
gelary deficit Shoaib switched fron 
domestic borrowing to borrowini 
from U S Counterpait Rupee-Fund 
and he was assisted in part by thi 

f ;rant. Shoaib’s claim that this wa 
ess in.flationary is debatable. Th 
mechanics of creating and drawinj 
upon these funds is not very differer 
from Government borrowma fror 
the State Bank and the effect t 
drawing upon these funds is no les 
inflationary. This view is endorsci 
in this year's Budget White Papei 

Loss of Foreian Exchange 
From the point of v.ew of the evi 
luation of commodity assistance a 
“aid” It IS the third item in Table 
which 18 of special interest. Ill 
U S has engaged in the construe 
tion of a number of “special facil 

Txhie 3; Planned Use of Rupee 
Funds under Title I, PL 480 

{Cumulaiii’f Total up to the 
End of 19.58) 


( 

$ Milhon 

Development grants 

!2..1 

US loan to Pak Government 

89 1 

Payment o/ U S obligations 


in Pakistan 

50.0 

Military procurement 

79.4 

Loans to Business 

28 7 

Other uses 

8.8 

Total 

268 3 


101 
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f ties'* on the soil of Pakistan and 
has incurred a number of local obli- 
gatiods in a variety of ways. To 
meet these oliligations the U S would 
ordinarily hove had to remit dollars 
to PakisUn to raise the requisite 
rupee funds. By its utilisation of 
the Counter part Rupee Fund* Pak¬ 
istan is deprived of these badly- 
needed dollars F-arlicr this year it 
was reported in the Press that a 
targe amount was withdrawn out of 
the Counterpart Funds by the U S 
by conversion into dollnrs No de¬ 
tails of this transaction are avail¬ 
able But this wotihi he another 
example of the use of (,'ounterpart 
Funds in a way which causes a 
direct or an indirect drain on our 
dollar resources 

Poliliral (Jsr tif Aid 

Coans to Biismcss, again, further 
IIS interests. Under the relevant 
U S legislation these loans out of 
Counter-part Furids niuy only be 
granted either to II S business eon- 
ceirns (operating in Pakistan) or to 
concerns engaged in the marketing 
of fl Js goods. The (igilie of $ fit! 
million shown under “other uses’’ 
represents the cost of various “cul- 
tural’’ activities which arc so assi¬ 
duously pursued by the U S Mission 
in Pakistan, These amounts are 
spent under the heads of “Informa¬ 
tion and F.ducation" (by the US 
IS). “Tiansintion and Puhliiation". 
and “Inlcrnnlioiial F.ducntion F,x 
change”. 

It would be difficult to c.slablidh 
a good case for importing the vari¬ 
ous commodities supplied under the 
U S aid programmes Tlie details of 

the commodities suppli.-d unitei 

Title 1 (if PI, IflO upto the end of 
1958 are shown in T.ihle 1 .Suipliis 
wheat. It will be seen, makes up 
about half of the total lalue of 
commodities. It might be recalled 
that it was with an offer of wheat 
aid in Mav 1953 that the US made 
a dramatic entry into Pakistan 
politicv. This was against the back¬ 
ground of a famine threat which 
had been built up by vigorous press 
propaganda for several months and 
the frantic appeals of the Govern¬ 
ment of Pakistan for immediate help 
The wheat crop for 1951-52 was 
below average due to drought and 
that for the winter of 1952-53 had 
also failed due. amongst other rea¬ 
sons, to low watf'r ill Indian con¬ 
trolled canals following drought 
conditiona and divemion. The eanml 


water diversion became the subject 
of a vigorous press campaign which 
built up a scare of an impending 
famine There was an inevitable 
scramble by speculators to hoard 
wheat and prices began to rise, 
thus confinning the picture of a ge 
ncral shortage. In his budget speech 
in March 1953, the Finance Mims 
ter estimated the shortfall in the 
crop to be no less than I million 
Ions, 1 e, nearly a quarter of the 
tolal average crop. Due to the short¬ 
fall in the earlier year and also the 
low level of stocks, the overall defi¬ 
cit was estimated at nearly 2} 
itiillion tons Desperate appeahs 
were made for immediate help 
About 160,000 tons of wheat were 
received from Uanada and Austra¬ 
lia But the U S delayed making any 
commitments for montlis until in 
May 1953 the Naximuddin Govern 
rnent fell Mohammed Alt Bogra 
who was* then the II S protege, was 
installed m office and almost inimr 
diateh a U .S offer of 700,000 tons 
of wheat aid. with an additional 
300,000 tons if needed, was an¬ 
nounced But It took many more 
iiiontlis for this promise to he ful¬ 
filled and US wheat was not ship¬ 
ped until the end of the year, by 
which time a bumper prop was 
standing in the fields As against 
an estimated shortage of million 
tons Pakistan had gone through the 
crisis with no more than 160.000 
tons of Commonwealth wheat TTie 
600,000 tons of U S wheat arrived 
too late, after the bumper crop had 
been reaped 

l,ur|ie Food ImporU Forced on 
Pakistan 

•Senator T F' Green reporting m 
January 1956 on the administration 
of Foreign Aid has r< corded the 
fact that "more than half of the 
wheat supplied was still in storag*- 
in Pakistan by midsummer of 1954 
by which time a new and bumper 
croj) was available”. This was after 
ore-lhird of the total quantity had 
been “disposed of bv free distribu¬ 
tion to those who could not pay for 
It”. as the Finance Minister an¬ 
nounced in his following budget 
speech. It was even reported that 
much of this wheat was iti fact des¬ 
troyed as It was unfit for consump 
fion 

Imports of food"rams in the 
seven years 1953-60 have averaged 
about 730,000 tons annually But 
before the Partition, Sind alone ex- 
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ported to deficit provinces in India 
about 150,000 tons of rice annually 
and Sind and Punjab exported 
about 500,000 to 700.000 tons of 
wheat annually to other parts of 
India The Pakistan Food and Agri¬ 
culture Commission has attributed 
the altered food position of West 
Pakistan mainly to the fact that the 
picture of a surplus area before 
Partition does not take account of 
the fact that Punjab imported large 
quantities of coarse grams although 
It exported wheat But this explana¬ 
tion as well as the facts of the rise 
in population and greater urbani¬ 
sation arc not sufficient to explain 
the extent and the apparent sudden¬ 
ness of the deterioration in the food 
situation after 1953; for until 1953, 
despite the total disorganisation of 
life in West Pakistan following the 
rviiits (if the Partition and the fail 
that new agricultural development 
plans and irrigation schemes had 
not yet got under way total food 
gram inijiorls aicragcd no more 
than 60,000 tons annually, i e, Jess 
than onc-twcIfth of the level of the 
post-19,'53 imports In fact during 
the decade 1950 to 1960 the pro¬ 
duction of foodgramv is said to 
have increased from 15.4 matinds to 
16 3 maunds per rapita 'These 
figures may he unjiislihabh optimis- 
tu, hut they certainly do not sug 
gesf a deterioration m the sitii.-ition 
such AS might call for the very large 
mrieasr in imports 

Jl IS heheyed in some quarter* 
th.vt in fad excessive imports rif 
foodguiins base hi eri hn(ed on J-*ak- 
istan in order to accommodate U S 
(lolicies for disposal of surpluses 
This has entailed difficult and ex¬ 
pensive storage problem for Pak¬ 
istan as well as large-scale destrue- 
Iton periodic ally of foodgrams storks 
which have deteriorated through 
prolonged storage Thus as against 
the total storage capacity at the 
disposal of the Central and Provin- 

Table A: r;»mnioHily Comnosition of 
Aid under PL 480, Title I 

I f'fi 10 the End of 1958) 


Cliimmodits 

Quantity 

Value 
($ million) 

Wheat 

72 mn bu.she)s 

!23^6 

Rue 

! 0 2 mn cwts 

65.2 

Cotton 

Dairy pro¬ 

174.400 bales 

30 7 

ducts 

10 1 mn lbs 

4.9 

Tohac c o 

5 8 mn lbs 

4.8 

Fats 

63 1 mn lbs 

10.5 

Freight 

— 

28.6 

Total 

— 

268.3 









dii Govenmeitts of 300,000 tom «t 
the time of the Partition, which was 
doubled by 1955, the total ct^acity 
in 1960 had been raised to 1 mil¬ 
lion tons and further storage capa¬ 
city was under construction schedul¬ 
ed to raise the total capacity to 2 
million tons by 1965. Resources ex¬ 
pended on this nught have been 
more fruitfully employed elsewhere. 

Pakistanis are familiar with perio¬ 
dic reports about stocks of food- 
grains destroyed (or made available 
for animal feed) due to deteriora¬ 
tion through prolonged storage. The 
question was raised in the National 
Assembly at its Dacca session re¬ 
cently in connection with a report 
of 5,000 tons of nee damaged and 
rendered unfit for consumption. The 
Central Food and Agriculture Min¬ 
ister then promised an enquiry, the 
results of which are still to be 
known. There have been several 
more recent reports of further stocks 
of grain found damaged through 
prolonged storage - eg, 1,500 tons 
of rice reported in May this year 
to be “completely damaged”; an- 
othei d.OOo tons repotted in June 
to be damaged at another grain 
store near Karachi The last report 
adds that “similar damage has been 
caused to ncc and other foodgrains 
lying in godowns at various places 
in West Pakistan but so far no con¬ 
crete step has been taken to stop 
this loss”. But the root cause of this 
loss is clearly the excessive imports 
under Commodify Aid programmes 
which prevent available .supplies 
being disposed of 

The case of cotton is another 
glaring example. Production of 
cotton in Pakistan has gone up to 
2 million bales while consumpUon 
has remained static at around 
1,.300,000 bales in spite of the very 
large increase in the installed capa¬ 
city of textile mills. The main rea¬ 
son for this IS the dumping of U S 
cotton received under commodity 
aid programmes. The result has been 
to create a surplus of domestically- 
produced cotton which Pakistan has 
found difficult to dispose in the 
world markets partly due, again, 
to subsidised sales of U S cotton. 
While the official pegged price for 
domestic use, of cotton in the U S 
is 32.5 cents per pound, exports 
made at a subsidy of 8.5 cents and 
stocks of cotton were sold by the 


ConuBodity Credit Coi|M»ation in 
July 1962, for example, for an 
average price of 24.10 cents per 
pound for one inch stapling. These 
subsidised sales abroad ae well as 
the dumping of U S cotton in Pak¬ 
istan’s home market has created a 
difficult problem for Pakistan with 
regard to the disposal of our own 
surplus, and local prices have been 
forced down artificially. 

Milllar]r Aid 

Finally, a word about military 
aid A surprising fact about it is 
that a good proportion of it is given 
to Pakistan not in the form of inih- 
lary hardware but rather in the 
form of surplus commodities! 
Rupees from the counterpart funds 
thus created are then placed at the 
disposal of the Mimstry of Defence. 
Defence purchases thus made are a 
great drain on Pakistan’s scanty 
foreign exchange resources. A 
change is probably being made as 
from this year for, in his reply to 
the Budget debate. Finance Minis- 
ter Shoaib declared that “Pakistan 
could not allow the scrutiny of its 
defence accounts by any foreign 
country and for this reason Rs 12.5 
crores of allocation from the 
Counterpart Funds was diverted to 
the economic side” This is an elo¬ 
quent comment on the kind of ar¬ 
rangements which the Pakistan Gov¬ 
ernment had acquiesced in .so far. 

Not only has military aid provid¬ 
ed in this form generated addition¬ 
al foreign exchange expenditure 
without augmenting our foreign ex 
change resources but also it has not 
helped Pakistan to reduce expendi¬ 
ture on defence On the contrary, 
m the words of Dr David Bell, in 
his evidence before the Senate 
Foreign Relations Committee; “The 
inescapable conclusion would be 
that Pakistan, which was already 
spending too much of her resources 
on military purposes, was encourag¬ 
ed by the U S military aid pro¬ 
grammes to spend even more for 

Table .I: External Debt Liabililj' and 


tnilitoTf piHposes ^ obviously dm 
makes the problem of economic de¬ 
velopment much harder.” Mr 
Sprague, Assistant Secretary of De¬ 
fence testified: “The proportionale 
share spent by our allies has been 
increasing and, for 1957, countries 
receiving military assistance spent 
for defence the equivalent of $7 
for every dollar of military assist¬ 
ance. This proportionate increase in 
their own defence efforts b also con¬ 
firmed in the rising amount of 
sales of equipment under military 
assistance programme. For 1956 
such sales totalled $79 million. For 
1957 such sales increased to $ 312 
million. There is reason to hope that 
an increasing proportion of military 
assistance can be shifted to military 
equipment sales”. He continued : 
“It is significant to note that again 
this year 85 per cent of the amounts 
spent on the progiamme will be 
spent in the U S. In fact we esti¬ 
mate that 92 per cent of the 
amounts spent on the material pur¬ 
chases will be expended on orders 
from the domestic U S industry. 
Thus a very substantial part of the 
cost is ploughed back into the U S 
economy." 

Mortgagina the Future 

This IS not the place to discuss 
the political and military implica¬ 
tions of the alliance into which Pak¬ 
istan has been drawn. An important 
consideration before the U S, how¬ 
ever, has been the economic as well 
as the military and political ad¬ 
vantages of using Pakistan as an 
instrument of its strategy in this 
area — an arrangement which lub 
little to offer Pakistan in return. 
Secretary of Treasury Humphrey 
summed U S calculations in 1954 
when he said; “The military aid, 
and to what extent it may Ire con¬ 
tinued, as 1 see it, is just a matter 
of how much cheaper can we do 
it that way than we can do it ano¬ 
ther way. This is just a matter of 
figuring It out every time. As long 

Pakistan’s Foreign Exrhange Earnings 


Foreign Exchange Payments Foreign Loan 



■“ --- 

---- 

--- 

Per cent of 

Repayable in 

Rupees 


Principal 

Interest 

Total 

Foreign 

Exrhange 

Earnings 

Principal Interest 

Total 

1960-81 

58.1 

ffl.6 

867 

S.82 

14.0 20.9 

34.9 

1961-62 

97.1 

i8.7 

145.8 

6.07 

24 2 44.8 

69 0 

1962-63 

160.9 

568 

216 7 

9.03 

39.3 716 

110,9 


1215 




Itflm, 'fifjlitm iqtY m 

■» we c«n Mve aome money by 
doing k, i am for it. As long ea 
long ax W(r ran savr .some noya 
1 am for it.” ('.ongresiman Vorys 
figured thi» out; “l^oat year it coat 
I S,9(X> to have an American sol¬ 
dier overseas, without a gun in his 
hand. This programtne costs the I' S 
$744 {»er eacli man in service witli 
weapons m his hands, placed where 
our Joint 'l.hiefs ifuiih he ought 
to he for our iriutuai seiurity". 


It IS questionahte whether the mili¬ 
tary alliance with the (J S has at 
all contributed to Pakistan's secu¬ 
rity or whether L' S economic aid 
has contributed much to Pakistan’s 
rate of ecunomir growth After 
ten years of involvement with the 
II S, Pakistan finds herself left far 
behind by other rountries which 
have carried through fundamental 
surial rhanges and have kept them¬ 
selves relatively free from outside 
dictation. 


But our account is not complete 
merely with the de.scnption of the 
stagnation or even substantial losses 
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resulting from U S aid policiM. 
A cause for consider^le anxiety 
for the future is the heavy burden 
of foreign debts which have accu¬ 
mulated in the process. The total 
external debt stood at Rs 6,900 
million as on March 31, 1963. Oi 
this foreign currency loans amount¬ 
ed to Bs 0.070 million (i e. 1,274 
mn t and “Rupee loans” amounted 
to Rs H.IO mn. Table 5 gives the 
ratio of annual payments on ac¬ 
count of foreign loans to foreign 
exchange earnings which have been 
rising at an alarming rale. In the 
absence of an adequately rapid eco¬ 
nomic development and expansion 
of our foreign exchange earnings 
one wonders how Pakistan will 
meet ihis increasing burden Final¬ 
ly. It Is difficult to see how the 
Government of Pakistan will resolve 
the dilemma presented by its heavy 
dependence on U S aid and its new 
desire apparenllv to pursue an in¬ 
dependent foreign policy. .So far 
there is no evidence of policie.s to 
reduce the dependence on li S aid 


r'l' 

Flood OoBtNl in Eoit PoMrt W t 

'J'HE International Development 
Association has extended a 
credit equivalent to $ 5 million to 
Pakistan for a project to protect 
about 400,000 acres of cultivated 
land in East Pakistan from flooding 
of the Teesta and Brahmaputra 
rivers. This area is now subject to 
persistent and heavy floods every 
summer because of the combina¬ 
tion of melting snows from the 
Himalayas atvd the monsoon rain¬ 
fall in the Brahmaputra and Teesta 
river-basins During the years 
1958 to 1960, up to 80 per cent of 
the mam crops, nee, jute and 
pulses, were damaged by floods 
In 1962 also floods caused exten 
sive damage When completed, 
this project will enable fanners in 
the area to increase the net value 
of crop production by about Rs 3 
crores annually. The greatest 
increase will be in nee piuduction, 
most of which is consumed by the 
local population winch aveiages 
ovei l.(K)0 per square mile 
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US-Latin 


Americaa Economic Relations 


The Case of Brazil 

Andrew Oonder Frnak 


Wltat i» the contribution of American aid and investment to Latin American economic development ? 

The argument between Brazil and the United States some line back on the question oj I! S aid to 
Brazil threw some light on the question. 

The Brazilian viewpoint, expressed by ita Embassy in Wa.shtngton m a statement to the press, is that 
American aid is small and jar from altruistic. 

The American answer, delivered by Ambassador Uncoln Cordon in a lecture to the National Economic 
Council of Brazil is that in exporting capital the V S incurs a great sacrifice and contributes signtficatUly to 
the economic development of Brazil 

Unfortunately, if subjected to non diplomatic analysis, the reality of the economic relations of the 
U S with Brazil, or any other La'in American country whose name could be easily substituted, is very diffe¬ 
rent from what is suggested by either viewpoint. 


LET us examine the various points 
raised by the two Ambassadors. 

Amount of Capital Transferred 

Brasil: The real amount of re¬ 
sources the US offers Brazil is smal¬ 
ler than 18 generally Imagined be- 
cauBC it should be measured in terms 
of funds transferred rather than of 
funds committed and because from 
the gross amount the return flow of 
amortisation and interest payments 
must be deducted 

United States: The American Am¬ 
bassador does not understand why 
the Brazilian Embassy attaches any 
importance to the distinction between 
authorisations and disbursements 
since the US keeps its promises, 
thus making the gap between the 
two only a matter of time It is 
confusing and bad economics to de¬ 
duct the amortisation and interest 
payments from gross transfers be¬ 
cause it deprecates American capi¬ 
tal’s contribution to the construction 
of steel mills, hydro-electric plants, 
etc, while it is in Brazil. Moreover, 
American capital improves the Bra¬ 
zilian balance of payments If amor¬ 
tisation and Interest payments were 
to be deducted, then it would appear 
that the flow of capital is not from 
the US to Brazil but instead from 
Brazil to the US! 

Comment: In reality, the net 
contribution of US capital to Brazil 
is neither large nor small, but ne¬ 
gative. The Brazilian Embassy’s dis¬ 
tinction between commitment and 
disbursement is easy to understand 
if one considers that of the promises 
made at Punta del Bate, some funds 
were cancelled by the US Congress 


and Executive, others are not dis¬ 
bursed by private firms who are not 
bound by government agreement, 
and all the funds are contingent on 
Brazilian compliance with US de¬ 
mands about expropriation, IMF 
financial policy, etc. Moreover, for 
the balance of payments and the 
exchange rate, not promises, but 
transfers are significant. 

The "appearance" that, if amor¬ 
tisation and interest are counted, the 
outflow of capital is really from Bra¬ 
zil to the US instead of vice verso, 
unfortunately reflects reality quite 
accurately. Ofllcial Brazilian figures 
for the years 1947-1960 indicate an 
inflow of US {1.814 million in new 
investment and loans and an out¬ 
flow of US 12,459 million in remlt- 
nnce of profits and interest Adding 
an estimated outflow of US $1,022 
million for "services’’, representing 
largely clandestine remittances, the 
total outflow becomes US $3,481 mil¬ 
lion, or nearly twice the inflow, and 
the net outflow US $1,667 million This 
outflow from Brazil U by no means a 
historical accident or a result only of 
Brazilian calculations. A study by 
the UN Economic Commission for 
Latin America shows that in no de¬ 
cade of the past century has the 
total flow of goods and services out 
of Brazil been smaller than the flow 
into Brazil. 

’Turning to Latin America gene¬ 
rally (Argentina, Brazil, Chile, Peru. 
Venezuela, Cotomhia, Mexico), 
US I>epartment of Commerce figures 
for the period 1950-6J show net new 
private US investment at US $2,962 
million and remittancea of profit and 


interest at US $6,S75 miUion, or well 
more than double the sunount. The 
net withdrawal of funds to the US 
was US $3,910 million. US aid and 
loans of US $3,364 million and re¬ 
payments and interest of US $1,5M 
million (to date, with more of course 
to come in the future), still leave 
a net capital movement to 
the US of US $2,081 miUlon. But 
in these calculations the flow to 
Brazil, such as of surplus food, la 
measured often in Inflated so-called 
mai'ket prices that the US seiler 
sets himself, while the flow from 
Brazil Is measured in dollars actual- 
ly bought by Brazil. Additionally) 
these data do not include most of 
the Brazilian and other national pri¬ 
vate ci 4 >itsl, currently often estimat¬ 
ed at US $10,000 million for Latin 
America, which Is transferred abroad 
(such os to the famous Swiss and 
New York banks) 

The real effective drain of capital 
from Brazil and the other capital 
poor countries is thus much larger 
than appears from the above official 
flgurea It is difficult to see how Uds 
constant drain of funds from Brajdl 
to America can be helping Brazil’s 
balance of payments. It is instead a 
principal source of the balance of 
payments deficits. 

To speak of American capital, pub¬ 
lic or private, going into the deve¬ 
lopment of basic heavy industry in 
Brazil is more than misleading. 
Under the Alliance for Progress, es¬ 
pecially, the emphasis of American 
public capital Investment in Latin 
America is in education and health 

“latrlne-buildlng" as it has been 
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Kfiily OubbtNj. And US private capi¬ 
tal, ae the dally experience of any¬ 
one can attest, prefers the export, 
processinK. and service mdustriee— 
''cooa-colonlsatlon'', in a word Par 
from contributing to Brasil's Indus 
triallsation, this investment, no less 
than more traditional investment in 
raw materials extraction, serves to 
heep the economy underdeveloped 
Indeed, it deforms the economy into 
one ever less able to develop by in¬ 
creasingly absorbing Brazilian capi¬ 
tal and misdirecting it Often, an 
Initial sum of capital brought from 
the US or some other underdevelop¬ 
ed country by an American firm is 
supplemented or even multiplied by 
borrowing Brazilian capital from lo¬ 
cal US banks with Brazilian deposits, 
or from Brazilian banks, or even from 
the Brazilian Government The com¬ 
bined capita] Is then Invested, not 
where it will best serve the interest 
of Brazil's development but of the 
American firm's development The 
earnings that are not shipped home 
are then reinvested in Brazil, often 
not by building new productive faci¬ 
lities, but by buying up or buying into 
existing Brazilian Installations and 
thus transferring their direction into 
American hands Now, the Brazilian 
“expropriation" proposal offers Ame¬ 
rican Investors Government aid in 
withdrawing their capital from less 
profitable public utilities and trans¬ 
ferring "a minimum of 80 per cent" 
into much more profitable industries 
Thus, American capital, with finan 
Olal and technical advantages due 
to Its international connections and 
with additional special prlvllegea 
granted by the Brazilian Govern¬ 
ment "to attract foreign capital", 
progressively denationalises Brazilian 
industry, misdirects Brazilian Invest¬ 
ment, Integrates the weaker Brazilian 
economy increasingly with the 
stronger American one on which it 
thus becomes dependent, and there¬ 
by adds still more to Brazil's balance 
of payments difficulties 

Degree of Soertflee to the US 
Brazil: American aid to Brazil 
between 1940 and 1962 has meant 
little or no sacrifice to the US Of the 
total, 60 per cent comes from the 
Blxport-Import Bank which consist¬ 
ently makes profits. Another 35 per 
cent represents the supply of agricul¬ 
tural surpluses under PL 480 
Ataerioan aid Is tied to the purchase 


of Amencan goods. American aid 
was part of a programme to develop 
foreign markets for goods that were 
in surplus at home and thus contri¬ 
buted to the utilization of excess 
capacity in the export Industry 

United Htates: The manner of nn- 
ancing is imiroportant Had Ameri¬ 
can funds not been used In this way, 
they could have been put to soma 
oihet use Tying American aid to 
the purchase of American goods is 
natural and does not reduce the 
value of the aid, since useful aid 
must reflect itself ultimately in the 
transfer of teal goods In general, 
i ince the marginal capital output 
ratio In the U S is higher 
than in Brazil, the investment of 
American capital in Brazil instead 
of at home really represents a con¬ 
siderable loss to the American eco¬ 
nomy The excess capacity argu¬ 
ment could carry some weight only 
if the American economy had been 
chronically depressed since the War, 
whic h has not been the case 

Comment. The capital-output 
ratio is quite irrelevant to the issue 
Amencan Arms do not invest in Bra^ 
zil in a sector with the average of 
the latter's marginal capital output 
ratio, and they do not draw their 
Investment funds from such a sec- 
toi of the American economy Much 
mote relevant to these firms is their 
profltb in Brazil and their excess 
capacity at home An American 
business commission in Brazil ob¬ 
served that "profits in Brazil are 
normally much higher than w 
the US It IS not uncommon that 
a factory pays for itself in one or 
two years", that is, makes a profit 
of too per cent or 50 per cent per 
year These rates, however, refer 
only to profit on total i apiLal invest¬ 
ed Since part of that total represents 
capital borrowed from Brazilian sour¬ 
ces at low cost and another part re- 
mvestment of such earnings in the 
years following the original Intro¬ 
duction of capital, the real ratio of 
earnings on American capital in 
Brazil is often very much higher 

Turning to the U S economy, un¬ 
employment has not fallen below 5 
per cent m several veors and the 
minimum rate keeps rising The ex¬ 
cess installed capital capacity of 
these same large export firms Is 
several times that percentage, what¬ 


ever the average marginal capital 
output ratio may be for the economy 
as a whole For them, export and 
foreign earnings are a necessity, not 
a sacrifice And as the Alliance for 
Progress makes eminently clear — 
consider, fot instance, the recent pub¬ 
lic statement by three of its official 
spokesmen, including Mr David 
Rockefeller, that the Alliance should 
improve conditions for American In¬ 
vestment m Latin-America -- the 

purpose of US Government aid is 
also to pave the way for the econo¬ 
mic activity of US private capital 
Just as US Government purchase of 
surplus agricultural products and their 
subsequent shipment abroad as 
■'food for peace" supports excess 
capacity m U S agriculture, govern¬ 
ment "aid" money provides the cre¬ 
dits for foreign purchases from U S 
industry At the same time the 
strings attached to the money are 
designed to maintain or Improve the 
political and economic climate abroad 
tor U S pnvate economic activity 
That also explains the tying of loans 
to pui chases of U S goods For real 
goods could be transferred through 
multilateral trade If the U S Govern¬ 
ment did not wish to avoid helping 
Brazil to trade more with Western 
Europe let alone with the socialist 
countries The recent U S balance of 
payments difficulties only increase 
these American needs 

Gains and lyosses from Trade 
Brazil: The terms of trade have 
been turning to the disadvantage of 
Brazil Between 1955 and 1961 the 
prices paid for Brazilian products 
have fallen considerably, and the 
prices of Amencan exports have 
isen The result has been a loss to 
Brazil greater than the total of all 
Bid since the War 

United States: The argument of 
the Brazilian Embassy about the 
terms of trade Is mistaken. In 
less professional circles these price 
changes are described as a "process 
of exploitation" by the industrialis¬ 
ed countries, especially the U S. 
Had the Brazilian Embassy chosen 
1947-1949 Instead of the high price 
1950-53 base it would have come 
to the opposite conclusion. In every 
decade since 1920 the terms of 
trade were worse, and only in the 
I960's were they better, for 
Brazil than at present One might 



equally welt talk uf "preBenta" made 
to Braail in the 12 years slnoe 1950. 
The majority of serious students 
are highly scepticsil of long term 
generahontions about tendencies in* 
berent In the terms of trade. Regard¬ 
ing the question, "are coffee prices 
today too low?", simply as econo¬ 
mists, we would have to answer, 
"no" The idea that the industrialis¬ 
ed nations in a certain sense "owe" 
the nations who export primary com¬ 
modities a certain level of terms of 
trade seems neither reasonable 
nor desirable. There is no conspiracy 
to lower the terms of trade On the 
contrary, competition to sell is great¬ 
er than ever. 

Comment: Bratzll and other poor¬ 
er countries are falling increasingly 
behind the already industrialised 
ones The economic relations bet¬ 
ween the two taken as a whole are 
quite evidently a contributing, if 
not the crucial, factor in this loss 
bv the underdeveloped raw materials 
exporters The countnes which were 
able to avoid or break this relation, 
have also been able to avoid this 
loss If tn the 1930's and 1940 ’b the 
terms of trade were less favourable 
lo Brazil, this was m good part 
due to the Depression and the War 
and because Datln America generally 
acceded to American pleas to keep 
raw materials prices lower than they 
might have been as their contribu¬ 
tion to the war effort The higher 
prices in the years 1950-1953 were 
of course due to the Korean War, 
during which this same American 
ideological argument carried less 
weight abroad; and since that time 
these prices have indeed fallen 
again It seems difficult, thus, to ac¬ 
cept the argument that the prices 
of the decade 1950’s constitute a 
gift to Brazil 

Instead, serious economists can 
demonstrate that the terms of trade, 
as part of the economic relationship 
taken as a whole, are too low, even 
at their highest, to prevent the ex¬ 
ploitation and permit the develop¬ 
ment of Brazil and other poorer 
countries. Thus, the idea that the 
developed countries owe something 
to the underdeveloped ones seems 
quite reasonable and desirable un¬ 
less one still wishes to advance the 
argument that "the hidden hand" 
regulates economic relationships, an 
argument long used to hide the fact 


that the general atamlanl of Itvlng 
in Brazil and almost all other poor 
countries was higher than It Is today 
before they became entangled in the 
relationship of "aid” and 

especially of "foreign Investment”. 

Effects of IT 8 Capital in Brazil 

Brazil: The U S aid money has 
been well used by Brazil. The rate 
of the growth of income per capita 
has been qne of the highest m Latin 
America for the decade 1950-1961 
There is no better index of adequate 
use of foreign aid than the achieve¬ 
ment of a high growth rate. More 
than 90 per cent of imports have 
been accounted for by essential raw 
materials, basic foodstuffs, and equip¬ 
ment and parts 

United Htates: The substantial 
contribution of U S public and pri¬ 
vate capital to Brazilian economic 
growth in general and especially to 
desirable structural change toward 
manufacturing, import substitution, 
and increased export capacity re¬ 
futes the c’ ches about the "process 
of exploitation". 

Comment: Both arguments mis¬ 

direct the analysis and exaggerate 
the effects of U S aid which, in 
reality, retarded Brazilian economic 
growth Evaluating the use of Ame¬ 
rican aid. as does the Brazilian Em¬ 
bassy, by reference to the Brazilian 
growth rate, is unacceptable. As the 
Brazilian Note points out, recent 
per capita growth in most Latin 
American countries has been largely 
zero or negative, while in Brazil it 
has been 3 per cent for the period 
since the War and 3.9 per cent since 
1967. However, as the Minister for 
Planning, Celso Furtado, points out. 
the most important economic develop¬ 
ment tn Brazil occurred during the 
1930’s when, due to the Depression, 
American export of capital and 
goods reached its lowest point and 
Brazil changed over from Importing 
all of its capital equipment to pro¬ 
ducing it at home And during this 
crucial take off into economic deve¬ 
lopment the per capita rate of growth 
registered was 0 3 per cent. Thus, 
the significant index of good use of 
foreign and domestic resources for 
Brazil 18 not, as the Brazilian Am¬ 
bassador suggests the growth rate 
as much as it is the creation of a 
national productive capacity, espe¬ 
cially m heavv industry, and 
initially Jor th« domestic marlMt. To 


this process American aid and li 
vestment decidedly does not oontr 
bute. 


It is perhaps his use of a miataice 
critekon which permits the Branl 
lian Ambassador to go on to mak 
his strange claim that the "aid” n 
suited in the Import of goods im 
portanl for Brazil's economic deve 
lopment. For a country of contlnen 
tal proportions with every concelv 
able raw material and maybe thi 
greatest agricultural potential ot 
this globe, it seems indeed a atrangt 
argument to claim that it is puttlnj 
Its resources to good use when it im¬ 
ports “essential” raw materials and 
"basic” foodstuffs instead of Import¬ 
ing equipment and technology which 
would permit it to develop that pot¬ 
ential Much of the "equipment and 
pnrU”. to say nothing of the remain¬ 
ing 10 per cent of imports, should 
undoubtedly have also been produced 
nationally. 

Even disregarding the negative 
consequences of foreign aid and in¬ 
vestment, their contribution to total 
Investment in Brazil is, contrary to 
the American Ambassador’s claim, 
miniscule and easily foregone. Ac¬ 
cording to a Brazilian estimate for 
the years 1950-1954, all foreign <in- 
dudtng American) investment 
amounted to J 32 per cent of Brazi¬ 
lian Gross National Product or 8.2 
per cent of total investment in 
Brazil For the period 1955-1969, a 
Brazilian estimate of the share of 
foreign investment is 2 0 per cent 
of gross and 2 8 per cent of net in¬ 
vestment But as we saw eaxller 
large parts of even this small “con¬ 
tribution” of foreign capital Is no 
contribution at all since much of 
this capital was Brazilian to begin 
with and is foreign only in owner¬ 
ship. control, and earnings It is 
evident, therefore, that Brazil could 
easily find n^onal capital that would 
more than substitute for so small a 
foreign oddiUon to her total Invest¬ 
ment, and dispense at the same time 
with the damages of foreign invest¬ 
ment to her economic development. 


he American Ambassador's claim 
American capital has contribut- 
o a desirable structural change 
he Brazilian economy is even 
a unfounded in reality. American 
tal has instead contributed to 
already much too great concen- 
^ ^snital in Sao Pnulo to 
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^ jUMt iKMotUy — 

eron today as in the past — absoluts, 
prejudice of the other regloiu, eiqpe> 
daUy of the >rortheast. SlmUarly 

capital has flown into the ejtport, 
processing', and service industries 

to the disadvantagfe of basic indust¬ 
ries and BrazlL Tariff exclusion 

of relatively inessential products 

has drawn national, but proportional¬ 
ly especially forelgfn, capital into the 
production of these same relatively 
Inessential but protected products. 
The American Ambassador's "im¬ 
port substitution" is, therefore, at 
best a two edged sword. But even 
this substitution of specific imports 
does not necessarl'y contribute to 
the reduction of imports as a whole. 
On the contrary, if this investment 
goes into certain kinds of processing, 
it makes "essential", as the Brazilian 
Ambassador observes in another 
context, the import of more raw 
materials. If it helps to shift the 
distribution of income to groups 
with higher propensities to import, it 
increases imports as a whole. As for 
increasing export capacity, to which 
the American Ambassador also 
refers, Brazilian capacity to export 
non-raw materials remains notorious¬ 
ly low. And using scarce resources 
to increase Brazil's capacity to ex- 
port raw materials la certainly a 
most questionable policy. 


•BCteral edoQomlc intagratloa and 
more and mure basic industry for 
national needs. Least of all does it 
Imply or permit using the resources 
that are urgenUy needed for that 
national task to expand sUU two 
more lines of raw material exports, 
Iron ore and meat, to serve the needs 
of the already industrialised count¬ 
ries. 



Economic Policy for Brazil 
United States: The serious prob¬ 
lem for Brazil is the expansion of 
export earnings Since Brazil cannot 
hope to regain the predominant 
position In the coffee, cocoa, and 
sugar markets already lost to new 
producers, Brazil should follow the 
example of Japan which, when faced 
with declining earnings from textile 
export, expanded Into shipbuilding 
and electronics instead. Following a 
similar policy, Brazil could expand 
its export of iron ore, meat, and 
manufactured products. And In or¬ 
der not to cut herself off from tech¬ 
nological progress and thereby from 
economic progress, Brazil should 
continue to Invite foreign invest¬ 
ment. 

Oomment: Brazil's urgent need at 
this time is not still more outward- 
directed development but Instead 
inward-directed economic develop¬ 
ment. Far from emphasis on exports, 
as the AmeHcan Ambassador sug¬ 
gests, this requires regional and 


It is difficult to see how the Ame¬ 
rican Ambasaador draws the leiwon 
he does for Brazil from the example 
of Japan, Japan expanded Into e h *P- 
bulldlng and electronics, but Brazil 
la to expand into iron ore and meat. 
Moreover, Japan is at a quite differ¬ 
ent stage of economic development 
from Brazil. The export market she 
was losing was in texUles, not In 
coffee. How did Japan achieve this 
degree of Industrialisation and deve¬ 
lopment ? Not by pursuing the policy 
the American Ambassador prescribes 
tor Brazil, but by doing precisely the 
opposite. In fact, Japan is the cru¬ 
cial example among the capitalist 
economies, as the Soviet Union 
is among the socialist econo¬ 
mies, of the country which, in 
order to manage the push and 
achieve the take-off Into economic 
development in a world of already 
industrialised and imperialist count¬ 
ries, began by isolating itself sub¬ 
stantially from foreign trade and 
totally from foreign Investment and 
control. Neither country found It 
necessary, let It be noted, to permit 
such foreign investment in order to 
take advantage of the technology 
of the Industrially more advanced 
countries. Only after they had forg¬ 
ed an economic structure and their 
own control thereof which permitted 
them to take advantage of more in¬ 
timate economic ties with already 
advanced countries did Japan and 
the Soviet Union enter into such re¬ 
lations. Japan, thus, Indeed does pro¬ 
vide the example most relevant to 
Brazil's present economic organisa¬ 
tion; but the nsulonai stance It points 
to Is one of Independence, not one 
of dependence. 


Conduslon 

The two Ambassadors, although 
both highly reputable economists of 
similar training, evidently have quite 
different official views of Brazil tan- 
Amerlcan economic relations. As 
they themselves imply In their refer¬ 
ence to the diplomatic schizophrenia 


of defending abroad wbat one da- 
nounoea at home and vloe vaiaa* 
their difference may probably be 
traced to the circumstances and In¬ 
terests of the two countries, of the 
two worlds, -of the rich and of the 
poor, whose diplomatic representa.^ 
fives they are. The American des¬ 
cribes a relationship in which the 
rich country selflessly provides 
much of the capital, technology, and 
good advice which Brazil 
to grow up into an Independent 
Industrialised adult. Though Ame¬ 
ricans do not really owe Brazl- 
Uans anything, they Incur con- 
alderable sacrifices on Brazil’s behalf; 
and any gains they may derive ara 
quite accidental and extraneous to 
the relaUon. Finding it difficult to 
accept this picture, the Brazilian 
suggests Instead that the real Impor- 
tance of U S aid is to the U S eco¬ 
nomy Itoelf, that the hand giving old 
gives only little and that even this 
and more is taken away by the 
other hand in trade. 

Dispensing with dipIomaUc polite- 
ness, but still confining the discussion 
largely to the topics selected by tbe 
Ambassadors, the comments of the 
present author suggest that in Its 
present form this relation is neither 
very nor little beneficial, but instead 
definitely prejudicial to Brazil. Far 
from contributing capital to and Im¬ 
proving the structure of the Brazi¬ 
lian economy, the U S draws capital 
out of Brazil and with what remains 
gains control of Brazilian Cajfital 
and channels it Into directions that 
increase Brazil's dependence on the 
US still more and hinders Brazil’s 
economic growth. The terms of 
trade form neither an accidental nor 
an extraneous, but an Integral part 
of this process. Far from pointing 
the way to BretzlI’s industrialisation 
and development, the American Am¬ 
bassador’s recommended policies_ 

emphasis on private enterprise, 
foreign investment, more raw mate¬ 
rials exports, etc — would maintain 
Brazil’s position as an underdevelop¬ 
ed dependent economy. It appears, 
thus that the U S takes away with 
both hands, that the picture is neith¬ 
er rosy nor neutral but quite dark. 

The picture would emerge still 
darker or pitch black if the analysis 
were extended beyond the selected 
topics to include the entire economic 
relationship between Brazil and the 
U S. Consider, for Instance, the Im- 
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pocitlon, on throat of withholdtng 
abort torm credits, of the poUcy of 
the International Monetary Fund 
Supposedly to reduce balance of pay¬ 
ments deficits, this policy calls for 
reducing: exchang:e reatiictiona and 
thus permitting more transfer of 
capital out of Itrazll, Brazilian deva¬ 
luation to make the cruzeiro cheaper 
and tlie dollar dearer, supposedly 
antl-tnflatlonary measures which 
shift income from the poor to the 
rich, thereby weakening domestic 
production and increasing the de¬ 
mand for imports -- all of which 
results In now balance of payments 
deficits, new loans, and new dosages 
of the same IMF medicine 
One might ask, If all this “aid" is 
really so damaging to Brazil, why 


then does Bra^l permit and even 
seek it. Again, the answer is to be 
sought in BrazU-U 8 relationship it¬ 
self Firstly, of course, the relation¬ 
ship does benefit some Brazilians 
with gains and power These groups 
then apply this power in efforts to 
mcdnlaln the relationship. Second¬ 
ly, with time Brazil becomes so de¬ 
pendent that breaking away involves 
such high Costs in the short run — 
whatever the long run gams — that 
many other groups and especially 
any Government are loath to accept 
them Thus In the short run, failure 
to receive credits to refinance the 
already existing debt would force a 
cut of imports that is necessary in 
the short run because in the mean¬ 
time the economic relationship with 


the U a has destroyed or prevented 
the creation of productive capacity 
that would obviate these impOite. 
If, going a step further out of the 
relationship, American Investmenta 
are threatened, the short term cost, 
as the case of Cuba demonstrates, 
is the stoppage of all trade. In a 
word, Brazil and other countries 
find themselves In a kind of relation¬ 
ship not unlike that of the peasant 
with his money lender-landlord 
the world over, a relationship which 
by its very operation appears to 
make its own continuance necessary. 
Finally, the U S also supplies the 
economic science, and the Ideology, 
which tries to make it appear that 
this relationship is really necessary 
and desirable 
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At any time. In sny 
place, since the emer¬ 
gence of competitive 
enterprise, the quality 
of a product—tested 
continuously by that 
most critical of critics, 
the consumer—has 
made or marred the 


manufacturer's reputa¬ 
tion. And a product, 
once firmly established 
by virtue of its Quality, 
IS difficult to dislodge 
even in the intense price 
market of India, if that 
Quality Is steadily main¬ 
tained. 

For more than a docade, 
Sen-Raieigh has been 


increasing its produc¬ 
tion of the vvell-known 
Raleigh,Rudge, Humber 
and Robin Hood bi¬ 
cycles, Yet their demand 
seems to be insatiable. 

Sen-Raleigh manufac¬ 
tures, In addition to 
these bicycles, quality 
Union components and 
Wittkop saddles. 
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Impact of Agrienltiiral Faiinres on diaese Economy 

M J K Hiavan^ 

The serious agricultural failures during the years 1959*61 had a profound impact on the Chinese 
economy and necessUated far-reaching changes in agricultural orgatUsaiion and industriai policy. 

In agriculture the changes have been in the direction of decentralisation, uiith a limitation of the 
powers and responsibilities of the communes and greater freedom of action for the production teams. 

In industry, the shift in emphasis is in favour of light industry, particularly industries which are 
necessary to lift agriculture out of the rut. 

As a consequence, even though the overall national income and investment targets of China's Second 
Plan may be achieved, the realised pattern of investment and output is likely to be significantly different 
from that envisaged in the Plan, 


y^IOLENT fluctuations in agricul¬ 
tural output and far-reaching 
changes in its organisation charac¬ 
terised the Chinese economy during 
the Second Plan period. The econo¬ 
my has, consequently, suffered from 
serious inter-sectoral imbalances 
with their repercussions on the 
balance of payments. 

Officially it was claimed that the 
national income targets for the 
Second Plan period were realised 
three years ahead of schedule. The 
Second Plan aimed at a 50 per 
cent increase in national income 
over the level of 1957. The official 
figure of national income in 1957 
was 93.5 billion yuan. No official 
national income figures have been 
announced since 1959; nor do we 
have any firm unofficial estimates. 
The years 1959-61 were bad for 
the Chinese economy. In particular 
1960 is said to have seen “the most 
severe natural calamities in the 
century”. Fortunately for China, the 
“leap forward” of 1953 en¬ 
abled her to register a significant 
increase in national income in 1959 
from 125.3 billion yuan to 152.4 
billion yuan according to official 
statistics and from 108 billion 
yuan to 125 billion yuan accord¬ 
ing to a conjectural estimate.'* 

Premier Chou En-lai had claimed 
that the output of foodgrains was 
250 and 270 million tons, respect¬ 
ively, in 1958 and 1959. These 
figures probably contain some ele¬ 
ment of exaggeration. According to 
Edgar Snow, the figure for 1958 
may be around 200 million tons.* 
The corresponding figure for 1959 
may be placed at about 220 million 
tons. Marsha! Montgomery has 
opined that the output of foodgrains 
was only about ISO million tons 
in 1960, when more than half of 


China’s cultivated area was affected 
by natural calamities. The perform¬ 
ance in 1961 appears to have been 
no better. Despite desperate at¬ 
tempts to step up the production of 
agricultural machinery, fertilisers, 
etc, it is doubtful whether the 200 
million tons mark was crossed even 
in 1962. As such, it appears that 
there will be a substantial shortfall 
in the target of 35 per cent increase 
in agricultural output set for the 
Second Plan period over the level 
of 185 million tons achieved in 
1957. Tt IS difficult to apportion the 
blame for this between the unques¬ 
tionably widespread natural calami¬ 
ties and organisational failures 
within the communes 

Development Tempo Slowed Down 

The drop m the output of food- 
grains and agricultural raw materi¬ 
als appears to have resulted in e 
fall of 25 billion yuan in farm 
income between 1959 and 1960. And 
insofar as half of the industrial raw 
materials or about 80 per cent of 
the light industrial raw materials 
come from the agricultural sector, 
the failures in agriculture could not 
but have been a drag on industrial 
production. The impact appears to 
have been particularly significant on 
light industries Industry as a whole, 
and especially heavy industries, 
however, seem to have registered 
considerable growth. The output of 
certain crucial industrial products, 
such as steel, coal, electricity, metal- 
cutting machine tools, cement, sul¬ 
phuric acid, etc, are reported to 
have far exceeded the Second Plan 
targets in 1960. 

The Chinese planners hoped to 
produce about 10.5 to 12.0 million 
tons of steel by 1962. But in I960 
itself their blast furnaces, big and 
small. seem to have pour^ out 


more than 18 million tons of steel, 
though nearly one-third of this 
steel, particularly the low grade 
steel produced in the backyard 
blast furnaces, was later admitted 
to be unsuitable for industrial uses. 
The subsequent reorganisation of 
the steel industry weeded out most 
oi these unsound units. Hence, it 
may be reasonable to assume that 
about 12 to 15 million tons of good 
steel was produced in 1960. Simi¬ 
larly, the production of coal in 
1960 IS claimed to have touched 
450 million tons, fulfilling the 
Second Plan target twice over. The 
96,500 units of metal-cutting ma¬ 
chine tools produced in 1960 also 
exceeded the Second Plan target by 
more than half. Power generation 
in the same year exceeded the 50 
billion kWh mark which is over 25 
per cent more than the Second Plan 
target. There appears to have been, 
however, no similar breakthrough 
in the output of light industries such 
as textiles, edible oils, sugar, etc, 
in which production lagged behind 
the Plan targets. The gross value of 
industrial production as a whole is 
reported to have risen from about 
163 billion yuan in 1959 to about 
195 billion yuan in 1960, an in¬ 
crease of about 32 billion yuan. It 
would, therefore, appear that though 
the decline in agricultural output 
was more than offset by the strik¬ 
ing increase in the industrial pro¬ 
duction, the net increase in the na¬ 
tional income was very small. In 
other words, the tempo of Chinese 
etxmomic development was consider¬ 
ably slowed down by the agricul¬ 
tural failures. 

The extreme lopsidedness which 
characterised the Chinese economy 
of 1960, with heavy industry rush¬ 
ing headlong ahead, light industry 
trailing behind and agriculture re- 


1 













KOH-I-NOOR 

DRAWING PENCILS 

Pet of the Artists 
Architects and Engineers 

now available as 

V. PERUMALL CHETTY 

DUWING PINCILS 
In All Degrees 

ManwfMturM 

ti. wchnical co«»bor«lon with I » C HAROTMUTH (Cr.»t (rlttln) LTD 
Mjkeri of KOH-I-NOOR PENCILS, ENGLAND, by 




THE MADRAS PENCIL FACTORY 

1 STHINGEftS STREET MADRAS*! 










txaunaif ito pat « gnat Btrak 
on Un QigBiuntwn <d agricaitun 
and OB the balance of paymeotB. 

The comnanee, os they were or* 
ganiaed, were admitt^ to have been 
Butfering from “ oonunandism ” of 
the inexperienced and “blindly op¬ 
timistic” cadres, maladminiuradon 
of the wage-point system, lack of 
incentives for the peasant, excessive 
centralisation, etc. The stresses and 
strains caused by such organisation¬ 
al problems seem to have been 
greatly accentuated by the severe 
shortages resulting from natural 
calamities, lliis necessitated a dras¬ 
tic reorganisation of the communes. 
Under the new arrangements, the 
village ‘production team’ (consisting 
of about 20 to 30 households) 
has been made the accounting 
unit. Originally, the important 
economic decisions, especially those 
relating to the disposal of the out¬ 
put, were centralised in the com¬ 
munes. In 1960 the “production 
brigades” (the old co-operatives) 
toc^ over these functions. By the 
end of 1961 there was further 
“atomisation” of the commune ss 
a result of which the production 
team was freed from the control of 
the production brigade and was 
made responsible for not merely 
the production but also the distri¬ 
bution of Its output. Neither the 
commune nor the production bri¬ 
gade could now use the means of 
production of the team without 
payment. This was a negation of 
one of the basic objectives of the 
communes — to achieve central al¬ 
location of resources. Communes 
now confine themselves to the ad¬ 
ministration of a few local indus¬ 
tries. livestock breeding stations, 
etc. They are financed by contri¬ 
butions from below and grants and 
loans from the state. Production 
brigades are left with fewer func¬ 
tions, such as running the tool as¬ 
sembly and repair workshops, and 
the fowl breeding units. They can 
no longer interfere with the work 
of the production teams. Nor can 
they use the resources of the pro¬ 
duction team without compensa¬ 
tion. TTieir ability to organise co¬ 
operative labour in busy seasons or 
to undertake joint irrigation, soil 
conservation, afforestation and other 
works is as a result considerably 
limited. They have hecome “propa¬ 
gandists and collectors”. They are 
expected to influence the teams 


tbrait^ porBstaatoQ bod eacattpla. 
Ibey nave been asked to tijcetciao 
patience till the “masses wake op''* 

Peaaant fanaing la not, of course, 
reinutHluced. Nor have the commu¬ 
nal mess balls, crecbes and board¬ 
ing schools become unpopular. But 
private possession of tne '“means of 
subsistence” such as houses, furm- 
ture, clotliing, bedding and small 
plots of land is now recognised es 
an “inviolable right of the peasant 
which will not be encroached upon 
at any time, whether in a social¬ 
ist or a communist society. The farm¬ 
er could now sell his sideline pro¬ 
duction of fruits, vegetables, pigs, 
chicken, etc, raised in his own gar¬ 
den, in the rural fairs which were in¬ 
troduced in the autumn of 1960 as a 
“part of the unified socialist mar¬ 
ket”. “Free supply”' » no longer 
the dominant mode of payment to 
the farmers. The "wage-pomt” sys¬ 
tem is drastically modibed in favour 
of a piece-rates system. Thus it 
appears that the excesses of the com¬ 
mune administrators coupled with 
the desperate need to stimulate 
subsidiary farm production, were 
largely responsible for the Chinese 
Government taking several steps 
backward in its attempt to commu- 
nise the communes. Indeed, these 
veversals appear to have put the 
clock back to 1952 or 1953 when 
the bulk of the rural population 
was organised in “mutual aid teams', 
roughly the equivalent of today’s 
production teams. 

Fall in Trade 

Upto 1960, subsidiary farm pro¬ 
ducts were earning a considerable 
part of the foreign exchange re¬ 
quired for the import of essential 
raw materials and capital goods for 
rapid industrialisation. Though the 
export of foodgrains never exceeded 
two per cent of the aggregate out¬ 
put, together with certain non-food 
hems, raw and processed, agricul¬ 
ture provided nearly three-fourths of 
the total value of experts. But this 
could not be sustained. Apart from 
the ever-increasing draft on agri¬ 
cultural supplies made by the ra¬ 
pid growth of population and dome¬ 
stic industries, the calamitous fai¬ 
lure of Chinese agriculture made it 
impossible to maintain this pattern 
of exports. To illustrate, the quota 
of foodgrains export Jixed for 1960 
was about four million tons. But 
most of the contracts had to be 


oancelled in view of the shortflila 
in asriiHiltaral output in that year, 
instead Uiuia was anxwus to un* 
port rice from Burma and wheat 
from Canada and Ausiralia. 'ine 
coniinued hostility ot nature com¬ 
pelled Cbina. to import aoout 5S 
million and 3.1 million tons of 
foodgrains in 1961 and 1902 res- 
peeuvely from various couiuries. In 
19o:i! sOe entered into contracts with 
France also for the delivery of 
about one million tons ot wneat, 
baney, etc, over the next three years. 
Presumably, part ot these imporu 
was to rebuild buBer stocks wuich 
seem to have been exhausted by 
1960. These transactions involved 
a serious dram on her slender for¬ 
eign exchange resources which com¬ 
pelled her to cut down her other 
imports. At the same time bet 
trade with Russia declined by 20 
per cent in 1960. I'lie decline was 
even more pronounced in the fol¬ 
lowing year (about 45 per cent). 
The import of faciory equipment 
from Kussia declined from about 
£ 180 million in 1960 to about £ 40 
million in 1961. It is ddhcult to 
assess to what extent this declins 
was due to the bino-Soviet ideolo¬ 
gical conflict that has grown shar¬ 
ply since 1959. Insolar as this ten¬ 
dency was operating with regard to 
her trade with most other coun¬ 
tries, it would appear that the vuln¬ 
erability of Chinese exports to the 
vagaries of nature was also re^oo- 
ponsible for the decline in her trade 
with the Soviet Union. 

There is no unanimity of opinion 
as to the extent of food scarcity in 
China in recent years. Some are 
prone to exaggerate the difficuUes 
encountered by China on the food 
front. But sober analysis such as 
that of Edgar Snow indicates that 
while there was malnutrition, 
there was no starvation even in the 
most difficult years. And by 1962 
food supply had begun to recover. 

The total consumption of food- 
grains in 1957 was about 160 mil¬ 
lion tons on the basis of the nor¬ 
mal caloric intake. Of this, urban 
consumption accounted for about 
25 million tons, the balance of 135 
million tons being attributable to 
rural consumption. Over the .Second 
Plan period, urban demand for 
foodgrains was expected to grow by 
about 55 per cent, i e, at the cumu¬ 
lative rate of about 7.6 per cent 
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49 years ... not even a scratch 


Thf T»te of ioduitrul accident* m India Ka« incteased from about 
24 per thouaand worker* in 1938 to about m 1959. Every 
year, over 93,000 worker* are involved in accident* and 250 live* 
are loat. AUo waited annually are a million man-houte-enough 
to produce 170 broad gauge locomotive* or 700 coache* for the 
Inman Railway* 

Safety ha* alway* been Tau Steel’* watchword a* efficiency i* 
hardly potaibie without it *No-*ccident month’ a* an annual 
feature. »*fety exhibition*, training in (afety, safety amM*. safer 

working condition*, a continuing campato under the direction 
of joint council* to turn safety into a haolr .. .these are some 
of rhe mean* adopted in Jamshedpur to prevent accident* 
in the Plant 

Safety, however, depend* largely on the worker himself because 
about 75 per cent of industrial accidents are found to be caused 
by human negligence. ThU 1* where men like Jsmuna Dube, the 
oldfrtt employee in Tata Steal, come iti* He haa worked for 
49 years without ever sustaining an injury, not even a scratch 

The importance of safety we* one of the first things that 
lamshedpur taught Dube when he arrived in the Steel Qty 
halfa century ago... a city where industry is not nMrety a source 
of livelihood but s way of life. 

JAMSHEDPUR THi SUEL CITY 



IfM TaM tree and Stssl Ceinpaay UmlMil 


JWTTr. aCS) 



supplies the basic requirements 
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For the generation, distribution and utilisation 
of Electric power, these three Electrical 
Products from Kirloskir Electric Company 


manufactured by 

KIRL08KAR 

FLECTRIC CO LTD, 

•ANOALOMO 



form the basic requirements Experience has 
proved the outstanding reliability of these KEC 
products all over the country. 
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pw tiittam. Hw coiteqpondiqg in- 
creue for the rural sector was ex> 
pected to be about 20 per cent ie, 
about 3^ per cent per annum. At 
these rates, the rural and urban de¬ 
mand for foodgrains for I960 would 
have been around 150 and 30 mil¬ 
lion tons respectively. 

It is evident that foodgrains 
output during 1957-59 exceeded 
this figure by a substantial margin. 
After allowing for export which 
was but a small part of the aggregate 
output, we could safely assume 
that the Chinese Government had 
built up a buffer of about 20-40 
million tons out of the bumper crops 
in the previous years. It may be 
that the annual grain output in 
1%0 and 1961 was in the neigh¬ 
bourhood of about 150 million 
metric tons. It, therefore, appears 
that when the reserves are taken 
into account, the deficit in food 
supply in these years may not have 
exceeded 10 per cent of the normal 
requirements. It is true that som' 
areas were subjected to total fail¬ 
ure of crops and owing to the enor¬ 
mous strain on the limited means 
of transportation, scarcity affected 
some localities more acutely than 
others. But the widespread net¬ 
work of rationing and the rigorou-s 
check on unplanned migration 
of population saved China from 
starvation. 

The impact of the agricultural 
crisis was also felt on the finances 
of the Government. Agricultural 
taxes constituted about 22 per cent 
of the tax revenue or about 11 per 
cent of the overall budgetary re¬ 
sources during the First Plan peri¬ 
od. Already, the autarchic tend¬ 
encies growing in the communes 
had somewhat reduced the revenues 
of the state. Tax remissions neces¬ 
sitated by the widespread natural 
calamities meant further decline in 
the tax proceeds from agriculture. 
This in turn must have had a le- 
straining influence on investment 
activities. 

Shift in Industrial Policy 

The cumulative effect of the re¬ 
percussions of the agricultural 
failures caused a noticeable change 
in industrial policy. Such a change 
was indicated in the new slogan of 
“walking on two legs”, namely, in¬ 
dustry and agriculture. During 
the First Plan period, hardly more 


than 3 per cent of the total 
capital investment had gone into 
agriculture. Of course, this excludes 
investment by the communes amo¬ 
unting to about 10 billion yuan 
which was outside the Plan. Agri¬ 
culture received better attention in 
the Second Flan, claiming about 
10 per cent of the total capital in¬ 
vestment — the volume of invest¬ 
ment being about 2^ times that in 
the First Plan. In addition, About 
15 billion yuan worth of investment 
IS said to have been undertaken 
during 1958-59. 

The increased investment was not, 
however, sufficient to insulate Chi¬ 
nese agriculture from the natural 
disasters. Consequently, additional 
diversion of resources from heavy 
industries was necessitated. However, 
as a consequence, the development of 
light industry and handicrafts and of 
industries that assist agricultural 
production was stimulated. The pro¬ 
duction of agricultural machines 
and tools, drainage and irrigation 
equipment, chemical fertilisers and 
insecticides, appear to have been 
stepped up. llie stock of tractors 
seem to have reached about 150,000 
by the end of 1962; tractor parts 
factories and repair shops sprung 
up all over China. The “aid to 
agriculture” policy is an attempt to 
correct the imbalances in the eco¬ 
nomy which were brought into sharp 
focus during the lean years in agri¬ 
culture It would, therefore, appear 
that even though the overall natio¬ 
nal income and investment targets 
of the Second Plan may be realised, 
the actual pattern of investment 
and output is likely to be different 
from that envisaged in the Plan 

The stress and strain to which 
the Chinese economy was subjected 
by the failure of agriculture also 
exposed China's limitations in the 
event of a long drawn-out militarv 
conflict. It is true that China’s 
present capacity for steel produc 
tion exceeds 18 million tons. When 
allowance is made for inferior steel, 
China can still claim to be produc¬ 
ing about 12 to 15 million tons of 
good steel It is also claimed that 
bv 1959 China produced 500 tynes 
of steel and 6.000 types of rolled 
steel. She may be in a position, a*, 
claimed, to fabricate complete sets 
of textiles and paper making and 
sugar refining equipment. She also 
produces power generating and me- 


talluTgioal equipment, motor vdbi- 
cles, tractors, and perhaps even jet 
planes. To this extent, the Chinm 
economy bos undoubtedly become 
stronger. At the same time, it is 
inconceivable that China has a glut 
of steel which she could use in 
wasting warfare. It appears that 
the expansion of the steel consum¬ 
ing heavy industries has kept pace 
with the expansion in steel capa¬ 
city. The process of attaining self- 
sufficiency in industrial fabrication 
is also likely to have been slowed 
down on account of the drastic cuts 
in essential imports, especialh 
from the Soviet Union. Though 
chemical industries have been 
accorded greater attention in recent 
years there is no noticeable break¬ 
through in this important direction. 

Transport bottlenecks continue 
to be serious in China. At the 
beginning of the communist regime 
China possessed not more than 
22,000 kilometers of railways and 
80,000 kilometers of roads. In the 
First Plan transport and communi¬ 
cations seem to have claimed about 
16 per cent of the net capital in¬ 
vestment, of which nearly two-thirds 
seem to have gone into railways. 
Despite this, the extension has been 
more impressive in roads than in 
railways, their respective length in 
1959 being about 31,000 and 
400.000 kilometers. Over the first 
decade of communist government 
in China the freight carried by 
lorries has increased 27 times 
whereas the corresponding multiple 
for railways and tugboats is only 
ten Roads thus constitute the 
principal means of transportation. 
With all this claimed progress the 
transport system in China was 
acutely strained by the ‘Great Leap 
Forward’ as well as the subsequent 
agricultural failures. 

Petroleum ShorU|Ki 

In the event of a prolonged con¬ 
flict with India at least one million 
Chinese (on a conservative estimate) 
will have to be maintained on the 
Sino-Indian borders. To feed, 
cloAe and equip them at least six 
trains load of supplies may have to 
be moved every day over a distance 
of about 2,000-3,000 miles. Given 
a trunk line the task of clearing 
six trains a day is easy enough.v 
But, according to available reports, 
there is no such line in existence. 
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Iq 1960 dw OiineM leemi to h«v« 
b^n an iu&bitiou« l.OOO-tnUe rail¬ 
way linking Lanchow (in Kansu 
province) with Lhasa through 
Chamdo in Eastern Tibet. But os 
soon as it reached Chamdo they 
seem to have suspended work on the 
project. Apart from the farm cri¬ 
sis, the technical difficulties involv¬ 
ed in negotiating several mountain 
ranges and the very large unpro¬ 
ductive investment involved may 
have prompted the Chinese to post¬ 
pone the project. It is reported 
that the Qiineac have recently re¬ 
sumed work on this project. 

The effective lines of supply ex¬ 
isting to-day are the three major 
roads 2,270, 2,1(K) and 1,210 kilo¬ 
meters long linking Tibet with the 
neighbouring provinces of Sikiang, 
Chunghai and Sinkiang respectively. 
Construction is also due to begin 
on the Lhasa-Kathmandu highway. 
It is possible that a fairly wide net¬ 
work of roads exists between the 
Indian borders and the neighbour¬ 
ing provinces in China. But, to do 
the work of six trains over thous¬ 
ands of miles, 2,000-4,000 trucks 
will have to ply up and down these 
roads carrying military supplies. 
China may have the capacity to 
produce the requisite number of 
trucks*. But, apart from the costs 
involved in maintaining the roads 
in good repair, operating such a 
large .ffeet of trucks would make a 
considerable draft on oil which 
continues to be scarce in China, 


There is no indication that China 
exceeded the modest target of about 
5-6 million tons of crude petroleum 
set for tlie Second Plan. But there 
has been an all-rouii-d increase in 
the demand for oil. It is reported 
that China maintains about 3,000 
combat-ready jet planes which con¬ 
sume a large quantity of aviation 
spirit moat of which has to be im¬ 
ported. Hitherto two-thirds of 
China’s total oil requirements were 
met by imports from the Soviet 
Union and Rumania. Whether these 
.supplies will continue is a matter 
for speculation. But there Is hardly 
any alternative source of oil supply. 
China has been quite friendly with 
some oil-rich countries like Indo¬ 
nesia and Iraq (during the Kassem 
regime). But, so far, she has not 
aiicepoded in tanning these sources. 
In Iraq at least Kassem’s overthrow 

' OBiI aaboeiiuent political develop- 
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ments have been clearly unfavour¬ 
able to China. And Indonesia has 
her own large military demand for 
oil. The pro^>6ct of importing oil 
from non-communist lources appears 
rather bleak for China. 

Large quantities of rubber are 
also needed for maintaining China’s 
fleet of motor vehicles, tractors, etc. 
China does not produce any rub¬ 
ber. Nor can her chemical indus¬ 
try yet produce syni.hetic rubber in 
requisite quantities. Therefore, the 
bulk of the rubber has to be im¬ 
ported. But her trade with rubber- 
rich Malaya is reduced to nothing 
Ceylon exported about 31,000 met¬ 
ric tons of rubber to China in 1962 
She hag also entered into a five-year 
contract under which she ha.s agreed 
to export 33,000 metric tons of 
rubber annually from 1963. Indo¬ 
nesia exported more than a billion 
rupiah worth of rubber to China in 
1962, But such supplies are likely 
to be sensitive to the diplomatic 
weather. 

From the above it appears rea 
sonable to conclude that, apart from 
the serious repercussions of the 
inter-sectoral imbalance.s which have 


become acute in recent |«a|ii 
roanding major modifitntioas in 
agricultural organisation and iiv 
dustrial policy, the persistance of « 
few strategic shortages will con¬ 
tinue to exercise a restraining in¬ 
fluence on Chinese intentions on 
our border, at least for some time 
to come. 

Notes 

’ Kung-Chia Yeh, " Preliminary Esti¬ 
mate of the National Income of the 
Chinese Mainland 1952-59 ”, Papers 
and Proceedings, American Econo¬ 
mic Association, May 1961, p 490. 

^ Edgar Snow, " Facts about Food in 
China ”, Monthly Review, Novem¬ 
ber 1962, p 35l 

’ Import of foodgrains alone cost 
China about $ 230 million and 
$ 131.6 million respectively in 1961 
and 1962. 

‘ China’s exports to and imports 

from the Soviet Union (in $ mil¬ 
lion converted at the rale of 2.52 
new roubles ~ £ 1) were as follows; 

1959 1960 1961 

Exports 393 0 302.9 197 

Imports 340.9 291.2 131.2 

^ The output of trucks was about 
7,000 in 1957. It is likely that 
there has been considerable expan¬ 
sion in the capacity in the Second 
Plan. 


China’s Foreign Trade 

_^0 official stalistics have been re- million m 1961. The risu of 
leased for China’s foreign trade 
1958, but 


since 1958, but some infoimation 
can be obtained about this from tin- 
trade retains of other countries. It 
appears from them that China’s ex¬ 
ports and imports, which are kept 
in fairly close balance, both reach¬ 
ed a peak value around $ 2.2 billion 
in 1959 but declined by about 6 
per cent in 1960 The UN estimates 
indicate a further decline of one- 
sixth during 1961 followed by a 
small recovery in 196?. 

Agricultural setbacks after 1959 
explain the decline of exports which 
would have been greater but for 
large shipments of silver bullion to 
pay for badly needed .imports of 
food. Imports of capital goods were 
sharply reduced for the sana- pur¬ 
pose. Exports of Sliver are reflected 
in. the rise of UK imports from 
China after 1959 from $ 55 million 
to $ 8.7 million in 1961, although 
they seem to have falteti in 1962. 
Reduced imports of capital goods 
are reflected in the decline of ex¬ 
ports from West Germany and the 
United Kingdom from an aggregate 
of $ 198 mfllion in 1959 to $ 67 


food 

imports, mostly grain, is reflected 
b> the rise of exports to China from 
Ciinada, Australia, New Zealand and 
South Africa from $ 51 million in 
1960 to $ 290 million in 1961, with 
little apparent fall in 1962. 

The decline of trade with Japan 
aftei 1958 followed the ending of 
iinoflifial agreements under which 
this trade had been conducted. 
There were signs of reviving trade 
in 1961, and of a substantial re¬ 
covery in 1962. In November a 
trade memorandum was concluded 
between the two countries providing 
for the long-term development of 
trade between them on a compre¬ 
hensive basis. In the first five-veai 
period the aierage annual total of 
exports and imports was to reach 
SlOO million a year; China will 
exchange coal, iron ore, tin, soya 
beans, maize and salt, along with 
other goods for Japan’s chemical 
fertiliser, insecticides, farm imple- 
nients and machinery, rolled steel 
and other products. —- Economic 
Survey of Asia and the Far East, 
1962, UN. 



A Century aii4' a 


Haif of Economic Stagnation 
in India 


V V Bbatt 

AU available dnua suggest that the Indian economy was ^sing through a phase of, stagnation 
during the period 1800-1950. iMids per capita income probably declined by about 30 per cent between 1688 
and 1925-29. 

Further, at the beginning of the nineteenth century there was fuUeti employment than there is 
even today. But the decline of handicrafts in the nineteenth certtury threw out of employment a very large 
number of people. 

Duri^ a course of lectures delivered in Edinburgh in 1879 and 1880, William Wilson Hunter, who 
waf at that time perhaps the best informed British analyst of Indian social and economic affairs, stud: 

"After a minute comparison of rural India at present with the facts disclosed in the manuscript re¬ 
cords, I am compelled to the conclusion that throughout large tracts the life is harder than it was when, the 
country passed irito our hands." 

This conclusion probably remained true even 'M the culvent of Independence 

[This paper ts based on a series of lectures delivered by the author as Visiting Professor at the M S 
Umversity of Baroda and forms a part of his forthcom ing book, "Aspects of Economic Change and Policy 
in India: 1800-1960” to be published lyy Allied PublQiers, Bombay] 


'pHE nineteenth century was a 
century of revolutionary econo¬ 
mic growth in many countries of 
Western Europe, United States and 
even Russia, all of which, according 
to Rostow completed the stage of 
“take-olF” into self-sustained growth 
before the end of the century or at 
the latest, as in the case of Russia, 
by 1914. Indian development was 
arrested during this period and her 
relative economic position thus 
deteriorated. This process of econo¬ 
mic stagnation in India has been 
attributed by some Western econo¬ 
mists and economic historians to 
the restrictive role of religion, and 
social attitudes and social institu¬ 
tions, which, it is asserted, were res¬ 
ponsible for the lack of entreprene¬ 
urial ability without which no 
growth is possible Some have found 
the reason in the “enormous” 
growth of population. Most of them 
mention the retarding effects on 
development of state economic poli¬ 
cies; however, this factor is consi¬ 
dered to be of smaller importance 
than the other factors. For example, 
Vera Anstey considers excessive in¬ 
crease in population and the uneco¬ 
nomic outlook of the people to be 
of much more sigmficance than 
state economic policies Buchanan" 
considers social organisations and 
state economic policies as factors of 
equal importance in explaining 
Indian economic backwardness and 
this is also the view of Kingsley 


Davis", who in addition mentions 
“the gradually evolving demogra¬ 
phic situation” as also one of the 
“reasons for re,tardation”. 

Some writers like Baden-Powell * 
and Darling" explained in 1882 
and 1925 respectively India’s pover¬ 
ty in terms of over-population only. 
Habakkuk while trying to explain 
the difference in development in 
India and Japan, attributes India's 
economic backwardness to the 
character and quality of the native 
entrepreneurs. Knowles" attributes 
India’s poverty solely to her religi¬ 
ous and social structure; state eco¬ 
nomic policies, according to Know¬ 
les, fostered rather than retarded 
economic development. 

Since it would not be possible to 
measure economic change after 
1800 without reference to the state 
of the economy during and at the 
end of the eighteenth century, and 
since an eminent British historian 
has argued that India’s economic 
conditions were much worse during 
the eighteenth century than during 
the nineteenth century, it would be 
proper to re^er to the economic con¬ 
ditions during and at the end of the 
eighteenth century in India. 

n 

The Eioonomjr at the End of the 
Eighteeath Coitnry 

No systematic quantitative data 
are available about the state of the 


Indian economy during and at the 
end of the eighteenth century. The 
main source for whatever quantita¬ 
tive and qualitative data are avail¬ 
able is the outstanding work on 
Indian economic history by Romesh 
Dutt" 

Romesh Dutt draws the picture of 
the Indian economy at the turn of 
the eighteenth century on the basis 
of the valuable records of Fran¬ 
cis Buchanan, the first statistical in¬ 
quirer employed by the British 
Government in India, who travell¬ 
ed widely in the whole of India 
during 1800 to IS^ft The diary of 
his journey in So6th India was 
published in 1807 in three quarto 
volumes*" and the record of his 
investigation into the economic 
conditions of North India, was 
published by Montgomery Mar¬ 
tin,** the historian of British colo¬ 
nies and a thoughtful and careful 
writer on Indian subjects, in three 
volumes in 18,38. 

From Buchanan’s records, it be¬ 
comes quite clear that India, by 
the end of the eighteenth century, 
had attaincfj a high degree of 
development hi not only agricul¬ 
ture but also a wide variety of 
industries. She was both an agri¬ 
cultural as well as a manufactur¬ 
ing economy. Agriculture was 
flourishing under its industrious 
and resourceful peasantry and the 
wise irrigation policies of the 
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Indian rulers. Spinning and 
weaving were the national indus¬ 
tries down to the commencement of 
the nineteenth century. “The 
spinning-wheel and the handloom", 
writes Romesh Dutt,” “were 
universally in use, and »t is scarce¬ 
ly an exaggeration to state that 
nearly half the adult female 
population m India eked out the 
incomes of their husbands and 
their fathers by the profits of their 
labour”. Connected wrth the 
weaving industry was the impor¬ 
tant industry of dyeing and the 
manufacture of gold and silver 
thread and cloth. Building, 
bricklaying, and lime manufacture, 
carpentry, pottery, mats, bracelets, 
leather-works, copper, tin and iron 
works, ship-building, sugar and 
< salt manufacture, indigo manu¬ 
facture, Slone-cutting, gold and 
silver works, paper manufacture, 
and perfumery were the other im¬ 
portant industries. India produced 
manufactured goods not only for 
home-consumption but also for ex¬ 
port. 


Aarirullursl Techniques 

The skill and technique of the 
peasantry and the craftsmen were 
of a high order Even as late as 
1889, Dr Vocleker,'’ Consulting 
Chemist to the Royal Agricultural 
Society of England, who was de 
puled to India to make inquiries 
and suggest irnprovements in Indian 
agriculture, wrote. 

" . . on one point, there can be 

no question, vu, that (he ideas gene 
rally rntertaiiied in England, and of¬ 
ten given expreuion to even in India, 
that Indian agririilture u, as a whole, 
primitive and backward, and that 
little has been done to try and remedy 
It, are altogether erroneous ai 
his best, the Indian Ryot or cultiva 
lor. it quite as good at, and in tome 
respects the superior, of the average 
British fanner. Nor need our Britieh 
fanners be surprised at what I say, 
for It mutt be remembered lhai the 
naUves of India were cultivators of 
wheat cemunes before we in England 
were. It it not likely, therefore, that 
their practice should be capable of 
much improvement What does, how 
ever, prevent them from growing 
larger crops is the limited facilities 
to which they have access, such as 
the supply of water and manure. 
But. to take the ordinary acts of 
husiMmdry, nowhere would one find 
batter inetances of keeping land sent- 
puknnly clean from weeds, of in¬ 
genuity in device of water-ralung 
■appliancef, of knowledge of soils and 
inw Capabilities, as well as the enact 


time to sow smd to reap, es one 
would in Indian agriculture, and this 
IS not at its best alone, but at its 
ordinary level. It is wonderful, too, 
how much is known of rotation, the 
system of mixed crops and of fallow 
ing. Certain it is that I, at least, 
have never seen a more perfect pic 
ture of careful cultivation, combined 
with hard labour, perseverance, and 
fertility of resource, than I have 
seen in many of the halting places in 
ray tour ” 

Manufacturing Skills 

Prof Weber''* writes. 

" The skill of the Indian in the 
production of delicate woven fabrics, 
in the mixing of colours, the working 
of metals and precious stones, the 
preparation of essences and in all 
matters of technical arts, has from 
early times enjoyed a world-wide 
celebrity Mummies in Egyptian 

tombs, dating from 2000 B C have 
been found wrapped m Indian mus¬ 
lin of the finest quality The miis 
lins of Dacca were known to the 
Greeks under the name of Gangelika 
There was a large consumption of 
Indian manufactures m Rome This 
IS confirmed by elder Pliny, who 
complained that vast sums of money 
were annually absorbed by rommerce 
with India. Thus it may be safe 
Iv concluded that m lndi.a the arts 
of cotton spinning and cotton weav¬ 
ing were m a high slate of profici¬ 
ency two thousand years ago 
eotton weaving was introduced into 
England only m the seventeenth 
century ” 

Writes Lecky”. 

“ At the end of the seventeenth 
century great quantities of chiap and 
graceful Indian calicoes, muslins and 
chintrs were imported into England, 
and they found such favour that the 
woollen and silk manufacturers were 
senously alarmed Acts of Parlia 
meni were accordingly passed in 1700 
and in 1721 absolutely prohibiting, 
with a very few soecified exteplions 
the employment of printed or dyed 
calicoes in England, either in dress 
or in fumilure, and the nsr of an\ 
printed or dved goods of whn h 
cotton formed any part " 

“In thr first four years of the 
nineteenth century” writes Rnmesh 
Dutt*', “in spite of all prohibition.s 
and restrictive duties, six to fifteen 
thousand bales n*' cotton pietp 
goods were annually shipped from 
Calcutta to the Dnilrd Kingdom", 

As regards iron manufactures. 
Professor Wilson*' writes “castinp 
iron IS an art that is practised in 
this manufactiirinp coutdry (Enp 
land! only within a few year? 
The Hindus have the art of smelt¬ 
ing iron, of welding it, and 
melting steel, and have had 
thMa aru from time inune- 



morial”. Ranade** wrote ill 

' The iron industry not only, sup¬ 
plied all local wants, but it also ea- 
,ilj|ed India to export tu finished pro¬ 
ducts to foreign countries. The quali¬ 
ty of the material turned out had 
also a world-wide fame. The famous 
Iron Pillar near Delhi, which is at 
least fifteen hundred years old, indi¬ 
cates an amount of skill in the manu- 
f.Kture of wrought iron, which has 
been the marvel of all who have 
cnde.ivoured to account for it. Mr 
Bell (late of the Geological Survey 
of India) admits that it is not many 
years sinie the production of such a 
pillar would have been an impossi¬ 
bility in the largest factories in the 
world, and even now, there are com- 
paralively very few factories where 
such a mass of metal could be turn¬ 
ed out Cannons were manufactured 
in Assam of the largest calibre, 
Indian wootz or steel furnished the 
m.ilenals out of which Damascus 
blades with a world-wide reputation 
were made, and it paid Persian mer¬ 
chants in those old times to travel 
all the way to India to obtain these 
materials and export them to Asia 
The Indian steel found once consi¬ 
derable demand for cutlery even in 
England The manufacture of steel 
and wrought iron had reached a high 
perfection at least two thousand 
years ago ” 

Rpgitrding the art of 5hip-build- 
ing. Dighy'" iviote in 1901, “A 
hiindretl years ago, ship-building 
was in so vxrellent a condition in 
Ititlia that ship.s could be (and 
were) built which sailed to the 
Thames in company with British 
built ships and under the convoy 
of British frigates” 

The Covernor-fTeneral, Lord 
Wellesley,*" reporting in 1800 to 
his masters in Ixadenhall Street. 
London, wrote. 

" The Port of Calcutta contains 
about 10,000 tons of shipping, built 
in India, of a description calculated 
for the conveyance of cargoes to En¬ 
gland Flora the quantity of pri¬ 
vate tonnage now at command in 
the port of Calcutta, from the state 
tjf perfection which the art of ship¬ 
building has already attained in Ben¬ 
gal (promising a still more rapid 
progress and supported by abundant 
and increasing supplies of timber). 
It is certain that this port will aJssraye 
be able to furnish tonnage to what 
ever extent may be required for con¬ 
veying to the port of London the 
tra^ of the private British merchants 
of Bengal " 

feeigalion Teehniqsies 
Regarding the ability of Indians 
^ the engineering field. Sir Gtarlcs 
Trevelyan,’* who was Governor of 
Madras before 1863 and was the 
binance Mmisler of India from 1863 
to 1865, told the ParUamentary 



Sel^ CiMamittM oa Indian Finmicie 
in 1871, “Jhey (Indiana) iave 
^own practical talent (in engineer¬ 
ing) ; and on the main point of all, 
that of irrigation, nothing can be 
better than the ancient irrigation 
works of Southern India; in fact, 
they have hbeo a model to our- 
mlveg. Sir Arthur Cotton is merely 
an imitator, on a grand scale and 
with considerable personal genius, 
of the ancient native Indian engi¬ 
neers”. 

Regarding the aptitude and capa¬ 
city of Indians for industrial pur¬ 
suits, Mr Campbell* wrote in 1852, 

. the great mass of the Indian 
people possesses a great industrial 
energy, is well fitted to accumu¬ 
late capital, and remarkable for a 
mathematical clearness of head, 
and talent for figures and exact 
sciences. Their intellects are 
excellent”. 

Finally, one can do no better 
for giving an idea about the high 
degree of technical skill of Indians 
and the industrial development of 
India up to the end of the eigh¬ 
teenth century than quote from the 
Report** of the Indian Industrial 
Commission, headed by Sir T II 
Holland The Report says that 
“At a time when the west of Europe, 
the birthplace of the riiodern 
industrial system, was inhabited by 
uncivilised tribes, india was fam¬ 
ous for the wealth o*^ her rulers 
and for the high artistic skill of 
her CTaftsmen And. even at a 
much later period, when merchant 
adventurers from the West made 
their first appearance in India, the 
industrial development of this 
country was, at any rate, not 
inferior to that of the more ad¬ 
vanced European nation.s”. 


m 

Economic Change: 1800—1950 

For the purposes of measure¬ 
ment, a nation’s economic growth 
is defined as sustained increase in 
its total net income or product as 
well as per capita income or pro¬ 
duct at constant priefts.*^ 

It would te posable, dierefore, 
to indicate precisely in quantitative 
terms the economic change that 
took place in India, if there were 
systematic, reliable data relating 
to national and - per capita income. 


Howevov iucb ^rta are not «vail- 
able on a systematic anj compar¬ 
able basis. Ihere are, of course, 
various estimatm of India’s na¬ 
tional and per capita income for 
various years. The first such esti¬ 
mate was niade in 1876 for the 
year 1867-68 by Dtdabhai Ngoro- 
the moat outstanding of the 
Indian public figures tbrou^out 
the half century before Would War 
1. This pioneering eatimate Was 
followed by various official and 
non-official estimates for different 
years. 

William Digby’s estimates re¬ 
lated to the years 1850, 1880 and 
1899, while Atkinson estimated per 
capita income for the years 1875' and 
1895 The Government of India’s 
estimate for the year 1882 was pre¬ 
pared by Major Evelyn Baring and 
David Barbour, while that for the 
year 1901 wa< made by Lord 
Curzon. 

All these estimates,** however, are 
based on very inadequate data 
and even the methodological 
assumptions are not the same for 
the different estimates Further, 
some of them are also affected by 
the personal bias of the estimator. 
Because of these reason-s, these 


ertimates are not comparable. 
However, all these estimates may 
broadly indicate the trend in per 
capita income during the latter 
half of the nineteenth century 
pwtictilai'ly if the personal bias of 
the estiaiatw ia removed by com¬ 
bining two or tlnne eMimates for 
yean fairly dose to eadh other and 
ntede by persons with dissimilar 
bias and after the esfimates are 
made comrarable by converting 
them in real terms. 

Real Per Capita Incame 

The per capita income estimates, 
at current prices, for this puipose, 
are converted into estimates in 
terms of maunds of paddy on the 
basis of the current average price 
of paddy in Bengal and the United 
Provinces. Then Oadabhai Naoro- 
ji’s estimate for the year 1867-68 
is combined with that of Atkinson 
for the year 1875, while Digby’l 
estimate for the year 1880 is com¬ 
bined with that of Baring and 
Barbour for the year 1882. Similar¬ 
ly the estimates of Atkinson, Digby 
and Curzon for the years 1895, 1899 
and 1901, respectively, are com¬ 
bined Dighy’s estimate for the 
year 1850 is left out as it could 
not be combined with any other 


Table 

1 1 Estimates 

of Per Capita 

Incsmae in Indlai ISSO 

to 1900 



- - - 


Price of Paddy 

Per Capita 

Per Capita 


EitmidCed by 

Per Capita 

(Average of 

Income in 

Income 

War 

Income 

Madras and 

Terms of 

(at 1873 
Prices) 



(«») 

UP Prices) 

Paddy 





(Rs per Mound) 

{Mounds) 

(Rp 

1830 

Digby 

.30 0 


0-15-0 

32.0 

— 

1867-68 

1875 

Naoroji 

Atkinson 

20 0 1 
30.5 j 

25.0 

I-IO-O 

15.4 

24.35 

1880 

Digby 

22.5 





1882 

Baring and 
Barbour 

27 0 J 

1 25 0 

1 10.0 

15,4 

24.05 

1895 

Atkinson 

39.5 

1 




1899 

Digby 

18.0 

29 

2-6-0 

12.7 

23.13 

1901 

Curzon 

30.0 , 

I 




Sources ( 1) Dsdsbhai Nsotoji, "Poverty and Un-Bntiih Rule in India" 
(London, 1901). 

(2) William Digby, “'Prosperous’ Britiih India” (London, 1901). 

(3) Fred J Atldnton, “A Statistical Review of the Income and Wealth 
of Bnush India” in Journal of the Royal Siatutual Society, LXV, 


(4) Daniel Thomer, “Long-tenn Trenda in Output in India’’ in “Eco¬ 
nomic ’Growth.: BnuU, India, Japan“ edited by Simon Kuzneu, 
Wilbert Moore and Joseph Spengler (London, 1955)'. 

(5) Ckivemmeni of Bengal, “Ri^n of the Land Revenue Commis¬ 
sion" Vol II (Calcutta, 1940). 

(6) Government of India, Department of Commercial Intelligence and 
Statianci, “Index Number of Indian Prices, 1861-1931”, (Calcuna: 
July 1953). 
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estimate by a person with dis¬ 
similar bias. 

Ibe average annual per capita 
income in terms of paddy was 
about 15 maunds for the two years 
1867-68 and 1875 as well as for the 
years 1880 and 1882; however, it 
declined by about 17 per cent during 
the period 1895-1901 (Table I). 
This declining trend in per capita 
income during the latter half of 
the nineteenth century has to be 
judged in the light of a substantial 
deterioration during the hrst half 
of the century. There is ample evi¬ 
dence of a non-quantitative nature 
which suggests a significant de¬ 
terioration in the fortunes of the 
manufacturing sector and parti¬ 
cularly die hand textile industry as 
a result of the competition, and 
that too backed by Indian com¬ 
mercial policies unfavourable to 
the Indian economy, from the 
machine-made goods of Lancashire, 
Sheffield and the other centres 
of the British industry It was 
of this period that a reforming 
Governor-General, Lord William 
Cavendish-Bentinck, reported that 
“the bones of the cotton-weavers 
are bleaching the plains of India”. 

In 1840, Sir George Larpenl, head 
of an outstanding British house 
trading with India and first Chair¬ 
man of the P 8i O Line, testified 
before a House of Commons’ 
Select Committee:*" “We have de¬ 
stroyed the manufactures of India” 

For the period 1900-1950, theie 
are three different estimates of the 
changes in per capita income*® 
(Table 2) Of these three esti¬ 
mates, the one made by Mukerji 
seems to be based on much firmer 
data than the other two. However, 
even Mukerji’s estimates are based 
on some questionable assumptions. 
He has overestimated the rate of 
growth of income from professions, 
domestic services, and house pro¬ 
perty by assuming that its rate of 
increase was the same as that for 
industrial production. Similarly, 
he has overestimated the rate of 
increase in the incomes from “other 
commerce” and “small enter¬ 
prises” by assuming its growth 
rate to be equal to that for com¬ 
mercial activity. Even in spite of 
this overestimation, his estimates 
show an increase of only 12 per 
•ent in per capita income between 


T«ye 2t CStoagcs ta Per Cepite iaemiie in India 
(1905-06 to 1915-16 - 100) 


Vean 

Patel 

Arora & Iyengar 

Mukerji 

1905-06 to 191S-16 

100 

100 

100 

1916-17 to 1925-26 

103.9 

126 

no 

1926-27 to 1935-36 

98.3 

132 

112 

1936-37 to 1945-46 

91.1 

138 

112 


Sourets : ()) Suiendta J Patel, “Long Term Changes in Output and Income in 

India' 1896-1960”, in Tht Indian Economic journal, January, 1958. 

(2) ’ H C Arora and K''R R Iyengar, “Long Term Growth of National 

Income in India, 19bl-1956'', in “Papers on National Income and 
Allied Topics”, Volume I, edited by V K R V Rao, S R Sen, M V 
Divatia and Uma Dutta (Bombay, 1960). 

(3) K Mukerji, “A Note on the Long Term Growth of National In¬ 
come in India, 1900-01 to 1952-53’’, in "Papers oa Natiatud In¬ 
come and Allied Topics”, Volume 11, (Bombay, 1962). 


Table 3 t Gross Taxable Incoisie and Income Per Assessee : 1886-1958 


(Index Mumbers at 1952-53 Prtcet) 


'g 

c 



ta 




1 


2 

3 

4 

5 

6 

7 

8 

1886-1890 5 

years 

2.700 

192 

36.871 

266 

18.6 

100 

100 

I89M895 5 


2,400 

200 

32.590 

308 

20.8 

104 

88 

1896-1902 7 


2,100 

303 

42,714 

495 

22.4 

158 

116 

1903-1907 5 


4,300 

257 

30,829 

419 

23.6 

134 

84 

1908-1912 5 


3,400 

264 

26,966 

491 

27.4 

138 

73 

1913-1918 6 


3,200 

402 

30,016 

800 

31 8 

210 

81 

1919-1925 5 


4,400 

489 

18,344 

1,336 

44.8 

255 

50 

1926-1930 5 


4.800 

574 

18,139 

1.580 

40 0 

299 

49 

1931-1935 5 

*e 

3,900 

931 

15,760 

3,017 

24.4 

485 

43 

1936-1941 5 

»♦ 

6,920 

692 

20,669 

1,700 

29.2 

360 

56 

1942-1943 2 

«♦ 

3,075 

702 

17,871 

722 

50.0 

367 

48 

1944-1946 3 

It 

3,000 

726 

16,801 

1.298 

667 

378 

43 

1947 


3,250 

623 

41,564 

414 

78.0 

325 

39 

1948-1949 2 


3,060 

590 

12,912 

915 

98.0 

307 

33 

1950-1952 3 

»♦ 

3,240 

616 

11,288 

1,651 

112.3 

321 

31 

1953-1956 4 


4,222 

618 

15,500 

2,110 

99.4 

426 

42 

1957-1956 2 

»» 

2,760 

1,005 

13,339 

1,513 

109B 

524 

36 


Sources (1) C N Vakil, “Financial Developments in Modem India’’, 1860-1924', 


Department of Economics, University of Bombay, 1924. 


(2) V K R V Rao, “Taxation of Income in India", in “Studies in Indian 
Economics”, edited by Prof C N Vakil, 1931. 

(3) (^vemment of India, Ministry of Finance, “Income Tax Manual" 
(New Delhi, 1936). 


(4) Government of Ittdia, Ministry of Finance, “Report of the Taxation 
Enquiry Committee", Vol 11, (New Dehi, 1953-54). 


(5) Govemmeiu of India, Central Board of Revenue, “All India Income 
Tax Revenue Statistics” (New Delhi, 1953-54 to 1958-39). 


(6) Government of India, Department of Commercial Intelligence and 
Statistics, “Index Numbers of Indian Prices, 1861'193i'' (Calcutta, 
July 1933). and addenda to this publication for the years 1932 to 
1939. 


(7) Government of India, Office of the Economic Adviser, Ministry of 
Commerce, "Weekly Index Numbers of Wholesale Prices” (New 
Delhi)' and “Index Numbers of Wholesale Prices in India, Revised 
Series, (New Delhi)". 
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MORE PRODUCTION 

MORE STRENGTH TO INDIA 


Land, water and power, Maharashtra fulfils all the 
three basic needs of Industry. There are many more 
incentives besides. If you are setting up a new 
industry or expanding an existing one, come to 
Maharashtra, the ideal venue for industries. 






MORS INDUSTRIES IN HAHARASHTRA 
MORE PROSPERITY TO INDIA 


Director op publicity. 


•OVSRNMSRT OR MAHARASHTRA, 


BOMBAY 




i90&(»/19is^i 6 to m&sT/im- 
4& If the overestimiUion involved 
in bis estbneticnt jirocedures is 
allowed for, the rate of growth of 
per ciq>ita income would be much 
leas. 


Incoane-Tax Data 

The income*tax data, in fact, 
indicate some decline in per capita 
inoome. Gross taxable income per 
assessee can be taken as an indicator 
of per capita income. However, 
some adjustments in these data 
are necessary before they can be 
used for inter-temporal compari¬ 
sons. These data are at current 
prices and need to be converted to 
constant prices; they arc convert¬ 
ed, for the present purpose, to 
1952-53 prices. Even alter this 
conversion, these data may not be 
a good index of trends in per 
capita income because of varying 
exemption limits at constant prices. 
If the exemption limit is lower in 
a given period than in the preced¬ 
ing period, the gross taxable income 
per assessee is also likely to be 
lower during that period as the 
number of assessees in the lower 
income brackets would be larger. 
Conversely, if the exemption limit 
IS higher in a period than in the 
preceding period, the gross taxable 
income per assessee is likely to be 
higher as the number of assessees 
in the lower income brackets would 
be smaller. Further, to eliminate 
the effects of year-to-year fluctua¬ 
tions, the comparison should be 
between the average figures for 
periods of about five years each. 

The exemption limit at 1952-53 
prices was Rs 2,700 for the earliest 
period 1886-90, for which these 
data are available For the later 
years, excepting 1891-1902, the 
exemption limit was higher than 
that during 1886-90. This hiifher 
exemption limit would introduce 
an upward bias in the figures re¬ 
garding gross taxable income per 
assessee for the years 1903 onwards 
as compared to the initial period 
1886-90 In spite of this bias, the 
gross taxable income per assessee 
declined by about 50 per cent be¬ 
tween 1886-90 and 1936-41 and by 
about 65 per cent between 1886-90 
and 1948-49 (Table 3). Of course, 
this substantial decline in gross 
taxable income per assessee may 
have been due to the changes in 
the distribution of taxable income 


and hlgfier ra^ of increase in die 
ntmnber of assessees with towet 
taxable incomes Rian in that of 
assessees with higher taxable in¬ 
comes. However, it is quite likely 
that this decline in the gross tax¬ 
able income per assessee may have 
been partly due to some decline in 
the per capita income during this 
period. 


Trend of Real Waces 

Trends in per capita income are 
also indicated by the indices of real 
wages of skilled and unskilled 
labour in the United Provinces. Dr 
Radhakamal Mukherjee ’’ has con¬ 
structed an index of real wages for 
the United Provinces for various 
years during the period 1600 to 
1938 on the basis all available 
historical material. According to 
these estimates, the real wages of 
skilled and unskilled workers in 
the United Provinces were lower 
by 27-29 pet cent during 1938 than 
during 1807 (Table 4). 

The trends in the distribution of 
the working force by industry also 
suggest economic stagnation, if not 
decay, during the period 1881 to 
1931. Daniel Thorne.r,*® after a 
careful study of the population 
censuses, has attempted to derive 
comparable data with regard to 
the distribution of male working 
force by industry for the various 
census years. His careful and 
painstaking research shows virtually 
no change in this distribution be¬ 
tween 1881 and 1931 (Table 5). 

All the available data, thus, 
seem to suggest that the Indian 
economy was passing through n 
phase of economic stagnation as 


iiMMSttred by the various mdkatmx 
and ustitnuMs of changes in pitr 
c^ta income during 1850-19M, 

This conclusion appears to be 
quite reasonable even on the ba^ 
of the current level of per capila 
income as well as the data regiurd- 
ing the per capita income, of coun¬ 
tries like the United ^ngdom. Aa 
Kuxnets** suggests, any a]fq>reciahle 
growth in per capita income during 
the last century or so is unlikely tn 
have occurred in countries tike 
India as under the medical and 
sanitary conditions that existed, 
population in many such countries 
could hardly have survived on half 
or even three-quarters of the cur¬ 
rent per capita income. 

On the basis of his study of eco¬ 
nomic growth of various countries, 
Kusnets suggests'* that a hundred 
years ago international differences 
in per capita income must have 
been both absolutely and proper 


Table 4 ; Index Namben of Real 
Wages of Skilled and UnaklUed 
Workers in U P 

(1600 = 100) 

Skilled” Unskilled 


1807 

1812-20 

1850 

1870 

1880 

1890 

1901-05 

1911 

1916 

1928 

193+ 

1938 


69.82 

62.02 

35.98 

23.58 

52.22 

29.35 

43 15 

24.97 

48.13 

25.68 

36 48 

21.89 

43.26 

26.48 

40.14 

25.91 

31 19 

26.81 

33.75 

25.43 

59.62 

42.98 

49.06 

45.33 


Source Radhakamal Mukertep “The 
Eronomic Hisloiy of India 1600-1800" 
(London, 1948). 


Table 5 : Distribution of Male Working Fnrre by Industry, 1881-1931 
(India, Including Burma and Pakistan) 

( Percentagen ) 



1881 

(Ali- 

India) 

1881 1901 

(All Pro¬ 
vinces 
and 4 

States) 

1911 

1021 

1931 

Working Force (Males) 

too 

100 100 

100 

100 

100 

(1) Agriculture, Forestry 

and 





Fishing and General 

74 

74 74 

76 

76 

76 

( 2 )' Manufacture, Mining, 

Con- 





struction and Trade 

M 

16 16 

16 

16 

15 

(3) Transport and Other Services 8 

10 10 

10 

8 

0 

Source . Daniel Thomer, ' "De-Industrialisation 

in India, 1881-1931 

", in 

"First 

International Conference of Economic History", Contributions, 

(Stock- 


holm, I960)', pp 224-225. 
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ti«n*t«iy lower than they are today. 
India’s per capita income, there¬ 
fore, OHild not have been very 
much lower than that of the 
United Kingdom in 1688; in fact, 
hirtoricid records suggest that 
India’s per capita income by the 
end of the eighteenth century is 
likely to have been more or less 
equal to those of the advanced 
countries of Europe According to 
Colin Clark’s estimates,^'' the per 
capita income of the United King¬ 
dom in 1688 was 378 in terms ^ 
International Units; even assuming 
that India's per capita income in 
1688 was 25 per rent lower than 
that of the United Kingdom, it 
could not have been less than 284 
in terms of International Units. 
India’s per capita income was 
about 200 in terms of International 
Units according to Colin Clark^" 
in 1925-20 Thus, then, India's 
per capita income probably de¬ 
clined by about 30 per rent he 
tween 1M8 and 1925-29. 


Livina Slaiuianis 

Even all this evidence relating 
to the per capita income does not 
tell the full story In 1800, there 
was much fuller employment than 
at present. India was an agricul¬ 
tural as well as a manufacturing 
country by about 1800 In 1880, 
the Famine Commission was struck 
by “the unfortunate circumstance 
that agriculture forms almost the 
sole occupation of the mass of the 
population, and that no remedy 
for present evils can he complete 
which does not include the intro¬ 
duction of a diversity of occupa¬ 
tions”.’*’ The decline of handicrafts, 
the results of which were noted by 
the Famine Commission in 1880, 
rendered a considerable number of 
people unemployed or under 
employed. If we bear m mind this 
fact. It would appear that there was 
a substantial decline in the real per 
capita income of a large mass of 
people. 

During a eoiirse of lectures de¬ 
livered in I'dinburgh m 1879 tmd 
1880, William Wilson Hunter,'" 
who was at the time perhaps the 
best informed British analyst of 
Indian social and economic affairs, 
said; “After a minute comparison 
of rural India at present with the 
facts disclosed in the manuscript 
records, 1 am compelled to the 
. coitclunon that throughout large 
‘ the life is harder than it was 


when the couetry passed into our 
hands’’ This ci^osion probably 
remained true even till tlM advent 
of Independence. 
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Role of incentives in Industrialisation 

Bert r HoMlIte 


In <&e process of developing a cUmate for capitnl aceumuiation nod innovation, the bhsic dttet' 
minani variable is in the realm of cultural values. 

The success of Japan in adopting an industrial “civilisation" must, in large part, be attributed to 
the particular constellation of Japanese cultural values which made the irttroduetion of industry and the 
norms assodiated vdth it relatively easy. 

By the same token, the irtdustrialisation process meets with > mush greater obstacles in India and 
Indonesia, even though both countries have maintained much closer contact with the West for a longer 
time than Japan, and even though, at least in India, obstacles to education and “WesiemiMtion" of a relatiim- 
ly small group of the population are only slight. 

The culture of India and Indonesia are important factors in the Slugf^hness with which values 
appropriate for industrialisation are introduced in these countries. 

It is useful, therefore, to regard the system of industrialisation as a cultural complex and the 
development of appropriate incentives for work, accumulation md innovation as an outcome of a process of 
culture change. 


T^HE first chapter of W A Lewis’ 
book, “The Theory of Econo¬ 
mic Growth’’, is titled “The Will 
to Economise’’. In introducing this 
subject, he discusses variations 
among different societies in seeking 
out and exploiting economic op¬ 
portunities, and he shows that the 
reasons for these variations he 
either in differences in the valua¬ 
tion of material goods relative to 
the effort required to get them, in 
differences in available opportuni¬ 
ties for economic progress, or in 
differences in institutions encou¬ 
raging efforts to achieve economic 
ends. The first and the third fac¬ 
tors are closely related with the 
system of incentives relating to 
various forms of economic action. 
1 shall attempt in this brief paper 
to concentrate on some of the 
major incentives required in a 
society undergoing industrial 
growth and expansion, but it will 
be clear from the reference made 
to Lewis’ analysis, that observing 
incentives by themselves will give 
us only a partial picture of the 
process, which must further be 
rounded out by consideration of 
other factors, particularly institu¬ 
tional factors, the scope of know¬ 
ledge and communication, and the 
predominant cultural traits of a 
society. 

The development of incentives 
favourable to industrial growth 
usually will and, in fact, probably 
must, occur before the actual pro¬ 
cess of industrialisation gets under 
wav. They are a prerequisite of 


industrialisation and in the schema 
of W W Rostow they would under¬ 
go their major development in the 
“pre-take-off” stage, i e, in a tran¬ 
sitional period in which a society 
still may have little industrial out¬ 
put, but in which the bulk of its 
production is still composed of 
agricultural and other forms of 
primary and handicraft goods. In 
order to experience a favourable 
impact upon economic growth 
and industrialisation three orders 
of incentives must be present in 
some form: (1) incentives to work, 
(2) incentives to accumulate 
wealth, especially in the form of 
capital, and (3) incentives to intro¬ 
duce innovations. It is often said 
that most of these incentives are 
nurtured by a social system in 
which high valuation is placed on 
the maximisation of profit or gain, 
provided that the methods employ¬ 
ed to produce this gain are rational, 
i e. .surrounded by a system of legal 
sanctions, accompanied by senti¬ 
ments preventing the squandering 
of profits once made by conspi¬ 
cuous consumption, and based up¬ 
on the purposive exploitation of 
opportunities conforming to an 
integrated means-ends scheme. This 
is a not uncommon formulation of 
a generalised set of propositions 
worked out originally by Max 
Weber as an exnlanation of the 
unique pattern of economic deve¬ 
lopment which occurred in northern 
and western Europe, and some 
scholars have thought that such a 
set of attitudes, beliefs, and prac¬ 


tices as were customary amonj; the 
Earopean Protestants, eqiecialty 
the Puritans, is a necessary precon¬ 
dition of economic growth and 
industrialisation. 

General Theorie* of Incentive* 

Before entering a discussion of 
the incentives to work (ie, to pre¬ 
fer labour and the income it pro¬ 
duces to leisure), to save, and to 
innovate, I wish to say a few words 
about the two or three general 
theories which have been developed 
on systems of motivation favour¬ 
able to economic growth. All 
these theories have concentrated on 
the crucial and most strategic 

group of the industrialisation pro¬ 
cess; the entrepreneurs. In the 

context of this discussion I wish to 
use the concept of entrepreneur 
not in the sense of business leader 
in a private enterprise economy, 
but as a term designating any per¬ 
son who makes decisions relating 
to the allocation of resources, 
especially the allocation of invest¬ 
ment for productive purposes. In 
other words, entrepretieura in this 
sense are present also in planned 
economies, though there they are 
not private husines-smen. but offi¬ 

cials in a planning commission or 
other lentralised governmental 
agency entrusted with allocation 
decisions. 

I am familiar with three general 
theories which attempt to explain 
the conditions under which entre¬ 
preneurs, i e, individuals charac¬ 
teristically making decisions to 
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accumulate capital and to innovate, 
will appear. The earliest is the 
theory of Ma* Weber which was 
applied explicitly only to a special 
historical episode, the growth of 
western Eurc^an raphalism, but 
which implicitly may be regarded 
as applicable also to a large num¬ 
ber of othej instances. Weber 
considered the source of incentives 
for entrepreneurial activity basically 
to stem from the new religious 
ethic develojied hy the Protestant 
roformen. He stressed the im¬ 
portance of Luther’s doctrine of the 
calling, and, above all, of Calvin's 
doctrine of prede«tination and 
inner-worldly asceticism. In their 
practical application to economic 
activity, these ethical ideas, or 
values tended to become trans¬ 
lated into social action whoso ex- 
, ternal appearance was insistence on 
hard work, on sobriety, on rational 
profit-making, and on ceaseless ac¬ 
cumulation not for the purpose of 
ultimate consumption, but as an 
end in itself. 

Weber, Marx and Schumpeter 
It is perhaps noteworthy that 
Karl Marx anticipated this 
result, in part. when he 
wrote III “Economic and Philo¬ 
sophic Manuscripts’’ of 1844'■ 

"PoJitiral economy, this science of 
wealth, IS. therrforc, simultaneously 
the s< lencr of denial, of want, of thrift, 
of saving - - and it actually reaches 
the point whore it spares man the need 
of oither fresh air or physical exercise 
This science of marvellous industry is 
simultanrosisly tlie science of asceti¬ 
cism, and its true ideal is the ascetit 
hut extortionate muter and the ascetic 
hut productive slave Its moral ideal 
is the worker who takes part of his 
wages to the savings-banks and It 
has even found ready-made an abject 
art in which to clothe this, its pet 
idea, they have presented it, bathed 
in sentimentality, on the st.iRe. Thus 
political economy —■ despite its 
worldly and wanton appearance — 
is a true moral science, the most 
moral of all the sciences Self-denisd, 
the denial of life and of all human 
needs, is its cardinal doctrine" 

There is some exaggeration in 
these words of Marx, but he has 
summarised ably the dominant 
economic ethic of British industrial 
society of the first half of the nine¬ 
teenth century. But this descrip- 
jtion leaves out one important as- 
.pieCt of the economic ideology, 
afhich waa "Iso relatively little 
ei^lored bv Weber, the incentives 
^tpr jnneivaHon. Werner Sombart 


and, above all Joaeph Schumpeter, 
acceptmg on the whole, the 
Weberian analysis, have laid great 
stress upon the role of innovation, 
but both contrasted the drive 
towards innovation as an irrational 
element with the rational aspects 
of a work-and-gain ethic. .Schum¬ 
peter, in particular, has stressed the 
role of the “visionary” innovating 
entrepreneur, who becomes an 
innovator precisely because of the 
incalculability and unprediitability 
of the outcome of an innovation, 
and Sombart has stressed the same 
idea by speaking of the tension ex¬ 
isting in indiihtrilal capitalism bet¬ 
ween “rationalism and irrationalism, 
batween the bourgeois spirit and 
the adventure spirit, between pru¬ 
dence and venturesomeness’’. 

In brief, the “classical” theory 
of incentives in industrialisation, 
as stated iii its fullest form by 
Wefmr, as anticipated by Marx, 
and as amended by Sombart and 
Schumpeter, distinguishes between 
incentives for work and the ac¬ 
cumulation of savings based on 
rational attitudes related to 
aJjstinence and self-denial and 
incentives to innovate based on 
essentially ii rational ones 

So far as I am aware, thi.s is the 
only socio-psychological theory re¬ 
lating to the process of industrial 
growth which has found fairlv wide 
acceptance and has been extensivelv 
discussed in the literature. In 
recent years two other theories, 
derived in part ^rom the work of 
Weber, have been enunciated in 
the United .States One is the 
th«-orv of David C McClelland on 
the role of achievement-motivation 
in ernnomir growth and the other 
IS E E Hagen's theory of reaction 
to subordination 

Paychological Explanation* 

McClelland has expounded his 
view broadly m Ins recent book. 
“The Achieving Society” as well 
as in a summary essay “The 
Achievement Motive m Economic 
Growth” which was published in 
the recent work on “7ndu>-fripbaa- 
tion and Society”, which I edited 
ioirtiv with W F Moore RHsimllv. 
McClelland maintains that entre¬ 
preneurial activitv is defiendeni 
upon a high need for achievement, 
le, a personality or motivational 
structure in which an individual 
is driven to act by a desire to do 
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well, not so much lor llie 
social recognition or praitigie, but 
for the attainment of an inner 
feeling of having done well. 
Whether or not an individual ia 
achievement-motivated depends up¬ 
on a scries of experiences in child¬ 
hood, particularly upon the patterns 
of childrearing prevalent in a 
society or social class. Hence, 
dejiending upon the prevailing 
childrearing patterns different 
societies may produce different pro¬ 
portions of highly achievement- 
oriented individuals and if a society 
does produce a large number of 
achievement-oriented individuals, it 
will have an abundance of entre¬ 
preneurs, innovators, and hence 
economic growth. 


ISul Derived from Environment 

This sketch is a great simplifica¬ 
tion of McClelland’s theory, but 
stresses its main elements accurately 
The most Important observation 
made by this theory is that the 
incentive for industrial innovation 
.md entrepreneurial action does not 
derive from the environment and is 
little, if at all. supported by the 
institutional social framework, but 
that it is essentially a matter of 
personality structure or motiva¬ 
tional disposition of strategically 
placed individuals, and that the 
chief factor responsible for creat¬ 
ing a motivational disposition 
favourable to capital accumulation 
and innoiating entrepreneurship 
is the pattern of independence¬ 
training in childhood. 

It is argued, moreover, that the 
incidence of high achievement 
motivation can be measured by ap¬ 
propriate tests, and McClelland and 
his students maintain that they 
may even correlate the frequency 
(/ achievement imagery contained 
in the literature of a aocioty 
at a given time with an ap¬ 
propriately lagged rate of economic 
growth In brief, it is held that 
the relation between achievement- 
orientation and economic develop¬ 
ment is fundamentally universal, 
may occur at all times and in any 
society, irrespective of its current 
level of economic performance and 
its culture In other words accord¬ 
ing to this theory any society by 
appropriate child-training practices 
may produce with a lag of one oi 
two generations such a large pro¬ 
portion of highly achievemeut- 




oiieittedl pemm tti«t ecouorak: 
ueveiuptOeiii vviii becLone a nuiiei 
ot courae. 

.lue bocuU friiiiMworK 

h mgens Uieory ot incentives 
tor uiausmai aevefopment stanos 
oetween tue ctassiuii Wenenan 
tneory and me purely psychological 
tneory ot ivtcctejiami. ne deviates 
trom Weber, in mat he places 
imie or no emphasis upon the 
religious origin ot an econoiuic 
etnic and stresses primaniy me 
psychological conditions deteriiiin- 
mg certain lorms ol economic, 
especially innovating, behaviour, 
let he deviates from iVlcCieiland in 
seeking the chiet cause ot the new 
innovating behaviour not in the 
personal nistory ol the individuals 
engaging mi it, but rather in the 
social situation which appears to 
make such behaviour attractive. In 
other words, Hagen argues that the 
presence ot a particular personality 
orientation is a necessary, but not 
sulhcient, condition, and that only 
a special socio-structural constella¬ 
tion povides a setting m which in¬ 
centives for innovating behaviours 
will become strong enough to lead 
to actual economic growth. McClel¬ 
land on the contrary would argue 
that any social setting notwith¬ 
standing, a society containing a 
large enough proportion of achieve¬ 
ment-motivated individuals will ex¬ 
perience economic progress 

The crucial situation which 
Hagen considers envisages that 
innovation depends upon the pre¬ 
sence of a social group which at 
one time had a secure position in 
traditional society, and then under 
new circumstances found that 
place spurned, derogated, or taken 
away by other groups. This change 
in position seems to him to have 
been conducive to bring about 
changes in personality, in creativity, 
values, and world view, which 
stimulate innovation. Or in other 
words, a group, so-to-speak, ejected 
from its former place in the tradi¬ 
tional society, tends to overcome 
Its resentment against its loss of 
position in die social order by a 
new form of creativity and feels 
impelled, therefore, to find a new 
field in which to prove its worth, 
since old avenues to accepted 
higher social status have been 
closed to It. 


atM mT Mmi’* 

this tneory is basically a paru- 
cuiar veisiuii oi tue ozieu oesciiued 
geiieiui uicuiy Ol social or cuiiuiai 
uekittiice aim me outcome ol a civa- 
live aujusuuent Dy me iiiemoers ui 
a <aeviuiii group m a situation onci- 
ing new opportunities, iience, me 
m<--uiy lb n .,1 new, nor is it, in my 
opinion, an improvement oi ii«- 
omei meoiy. l-or i cannot nna iioui 
me eAuriipicb cued oy nagen, iiie 
rroiesiaiu dissenters m oniam, me 
lower samurai m Japan, tne 
oqueiios in tmiomoia, or me uid 
believers m ttussia, tnat any ui 

tnein belonged to a group wmen at 
one lime nad suDstantiai privileges 
or speciaiiy mgti status and laier 
lost ttiem, so mat tneir tuining to 
iiuiovaiiun and economic enieipnse 
tan be regarded as an attempt ol 
regaining a lomier hign position in 
society wiiicn was lost, iii ail tiiese 
cases the older proposition ol Marx, 
taken up by many ot his tollowers, 
iiiciudmg oombart, that me rising 
eiuiepreneurs ol western hurope 
were new men , homines novi, i e, 
itienibers ol a rising social class 
wnose earlier social position was 
quue low, appeals to be more ap- 
piopnate man the statement tnat 
nicy weie ejected or spurned and 
looked lor entrepreneurial activity 
as a means to regain social status, 
power, and ililluence. 

So far I have considered in this 
paper primarily not incentives in 
me narrower sense, but rather the 
general social or socio-psychologi- 
cal conditions which create a frame¬ 
work in which incentives for capi¬ 
tal accumulation and innovation 
thrive. Let me now turn bnefiy to 
a consideration of these incentives 
themselves. Since the success of in¬ 
dustrial development consists in the 
achievement of a high rate of growth 
of material production, it appears 
indispensable for industrialisation 
that certain of the outcomes of in¬ 
dustrial development in themselves 
be valued highly as generalised ob¬ 
jectives, of social action. If there is 
no prestige and power in the acqui¬ 
sition of wealth through industry, if 
there prevail purely ascriptive (i e, 
family-derived i norms in determin¬ 
ing high social sUtus, if there is, 
as a consequence, a greatly reduced 
degree of social mobility, it is un¬ 
likely that incentives for industrial 
development d^iend upon a social 


fraiQbwork of a certain onMr, ahd 
aucti teatures as tbe wittespiead usa 
ot money as a generauseo means oi 
exciiange, a reosonaoiy nign ougree 
ot social mobility, a tairiy nign cor- 
leiauou between income or weaim 
and social status, ana genwaj 
;»ort in me scale oi social vaiues m 
scientihc and tectinicai’actiievemeui 
are among me necessary conaiuoub 
lor inceniives lor industrial luauct- 
snip lo become operative on a sig- 
nmeant scale, in societies wneie 
these leatures ol social structure uuu 
values are lacking indostiial ueve- 
lopment will nave little cnance o: 
success, and it is worthy ol note mat 
in all industrialised socieUcs, whe¬ 
ther baaed on a tree market or on 
planned allocation ot resources, 
these leatures are present in a pro¬ 
minent degree. 

Isociety Must Become 'Materialistic' 
Given such a social fianiework, 
the incentives lor industrial ueve- 
lopraent are easy to describe : they 
con.sist in the ailractiveness ol mo¬ 
ney income or ot social prestige and 
power. The problem ol the evalua- 
non of incentives tavourable to in¬ 
dustrial development then reduces 
to the more general case of how a 
society m which highly ascriptive 
noras prevail and in which power 
and prestige are dependent upon 
traditional evaluations, changes to 
one in which income and success in 
the productive sphere of social ac¬ 
tion tends to become the predomi¬ 
nant path to prestige and social 
power Since wealth is an import¬ 
ant ingredient of social status even 
m tradition-oriented societies, it 
might appear that this change is 
simple, but in a tradition-oriented 
society the acquisition of wealth is 
a result rather than a cause of 
power and social prestige, whereas 
in an industrially thriving society, 
ttK causal nexus is the reverse. For 
effective incentives towards indus¬ 
trialisation to become effective, a 
fundamental revaluation of the hier¬ 
archy of social values must take 
place and, generally speaking, social 
actions falling in what TaJeott Par- 
sons designates as the adaptive (ie 
production-oriented) subsector of 
social action must tend to become 
paramount in determining social 
valuations. 

In other words, as a condition of 
adequate incentives for industrialisa¬ 
tion to become operative, a society 
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must, to a certain extent, became 
•‘materialietic” that is, it must place 
the acquisition of materia) gain or 
income or the achievement of cer¬ 
tain production targets as ends in 
thepiselves at a higher, or at least 
equally high level, with other gene¬ 
ralized values of social action. £ven 
McClelland, who, as 1 have men¬ 
tioned, considers the environmental 
factors of small significance says : 

“...Western and Eastern intelle¬ 
ctuals both frequently observe that 
they sincerely hope the East can 
develop economically without losing 
the many valuable features of its 
existing way of life and institutionii 
without becoming ‘materialistic’ like 
the West. To a certain extent such 
sentiments, while admirable in many 
ways, are simply incompatible with 
the psychological requirements for a 
modem society. For instance, peace¬ 
fulness and calm acceptance of life 
a.s It occurs are virtues the East 
might well wish to maintain and the 
West to acquire, but it is surely non¬ 
sense to think one can maintain those 
values and at the same time develop 
a nauon of hustling entrepreneurs 
whose vigorous efforts arc absolutely 
es.sential to economic advance” 

Incentives under Planning 

Although normally one would 
think that a society in which these 
materialistic values predominate is 
one in which money and money in¬ 
come are the measures of economic 
success, this is not necessary. A 
man’s status may depend on his in¬ 
come or wealth, but it may also 
depend upon his edacity to meet 
production targets. Tnat is for pro¬ 
per incentives towards fulfilling the 
entrepreneurial or capital accumula¬ 
tion functions, to become operative 
it IS not necessary that decisions re¬ 
lating to the allocation of resources 
are made by private entrepreneurs in 
pursuit of maximum profit They 
may be made by planners or gov¬ 
ernment officials, the reward may 
consist in maximisation of produc¬ 
tion of certain types, and the success 
of investment decisions in either 
private enterprise or in planned eco¬ 
nomies may have, as an accessory 
incentive, the promise of status and 
power, regardless of the income 
earned or the output achieved. In 
brief, any set of social valuations 
which confers status, power, and 
prestige on persons who made allo¬ 
cation decisions or innovation deci- 
uons, will display the required in¬ 
centives for prog^ssive industrial 
development. 


The problem of work incentives 
is on a somewhat different level. 
It is, of course, true that the need 
of survival provides a strong incen¬ 
tive for work in all societies. But 
there is a profound difference be¬ 
tween incentives fior productive work 
in agriculture, especially on a fami¬ 
ly farm, and as a wage woricer in 
a large plant. To be sure, in socie¬ 
ties in which population pressure is 
extreme and in which individnak 
are hard-pressed for sheer physical 
survival, incentives for wage labour 
are primitive: Hunger will drive 
men to the factory gates in search 
for jobs. This happens today in 
Egy]^ and India, Indonesia and 
other countries in which the supply 
of labour is super-abundant and un¬ 
employment a constant reality. But 
in less extreme situations, there is 
no direct pressure on the part of 
actual Or would-be workers in mines 
and industries and plantations. The 
Western colonising powers met with 
this resistance on the part of Ameri¬ 
can Indians in the Caribbean and 
the .southern United States and had 
to import slaves from Africa. In 
Ceylon and Malaya, the workers 
on plantations are South Indians, 
and in other parts of Asia they are 
Chinese coolies. Considerable popu¬ 
lation transfers took place in order 
to create an industrial or quasi-in- 
dustnal labour force in plantations, 
mines and other large scale indus¬ 
tries in many less developed coun¬ 
tries, since this appeared to be a 
cheaper and more efficient alterna¬ 
tive than to provide sufficient incen¬ 
tives for the native population to 
take up wage work. And in other 
parts of the world where popula¬ 
tion transfer was not practicable 
various forms of taxation or forced 
labour were used in order to over¬ 
come the resistance of peasant and 
primitive peoples against wage 
(Work. 

The ideal objective of these and 
other efforts Is, of course, to secure 
a labour force fully committed to 
industrial work and the life of in¬ 
dustrial labour. A fully committed 
worker, is one who has internalised 
the norms of the new productive 
organisation and social system. 
Hence he responds to the normal 
incentives set up by the productive 
organisation and the social system, 
i e, he has become accustomed to 
the demands made on him within 
the industrial nexus and at the same 


time be is motivated to work, to 
increased effort, or to special per¬ 
formance by the customary or “nor¬ 
mal” rewards which the system 
holds out for persons asked to en¬ 
gage in these forms of action. The 
problem of developing incentives 
for industrial labour among pea- 
'.ant and primitive populations, then 
becomes pnmarily a problem of 
commitment It would be impossi¬ 
ble in the context of this brief es¬ 
say to develop a full-fledged account 
of the commitment process and its 
problems, which has been discussed 
in detail in a study by James Slot- 
kin, “From Field to Factory”, and 
in a collection of essays, under the 
title “Labour Commitment and 
Social Change in Developing Areas”, 
edited by WE Moore and A S 
Feldman. All I can do, in conclu¬ 
sion, is to provide a very brief and 
rough sketch of this problem. 

A ‘Committed’ Labour Force 

The commitnnent process essential¬ 
ly consists in a change of cultural 
values. Some believe that it’s a 
process which has its “built-in” self- 
propelling force, though they would 
admit that it may be powerfully 
stimulated by outside influences. 
Others believe that it is a process 
relying mainly on diffusion of cul¬ 
tural traits from the outside, where 
still others believe that it is a pro¬ 
cess which can be strongly influenced 
and manipulated either by political 
leaders or managers of economic 
enterprises. It is quite possible that 
all these views have some validity, 
and that the degree of their vali¬ 
dity varies among developing coun¬ 
tries, depending in part on the 
effectiveness of the “demonstration 
effect”, in part on the degree of “ex¬ 
posure” to the West, and in part 
on the nature and constellation of 
indigenous values and cultural traits. 
The commitment process is, thus, a 
function of several variables, among 
iliem the cultural values in the so 
ciety in which it takes place. Clear¬ 
ly the succes.s of Japan in adopting 
an industrial “civilisation” must, in 
large part, be attributed to the 
particular constellation of Japanese 
cultural values which made the in¬ 
troduction of industry and the 
norma associated with it relatively 
easy. By the same token, the indus¬ 
trialisation process meets with much 
greater obstacles in India and Indo- 


iHiMd, even tkou(^ both countnei 
have tnaintained much c.tooer con* 
tact with the We« lor a longer 
tune than Japan, and even though, 
at leant in India, obstacles to edu¬ 
cation and “Westernisation” of a 
relatively small group of the popu¬ 
lation were only slight. Here again 
we must suspect that the cultures of 
India and Indonesia are important 
factors in the sluggishness with 
which values appropriate for mdus- 
irialisation were introduced in these 
countries. Hence, in the commit¬ 
ment process, as well as in the pro¬ 
cess of developing a climate for 
capital accumulation and innova¬ 
tion, the basic determinant variable 
is in the realm of cultural values 
This makes it useful to regard the 
system of industrialisation as a cul¬ 
tural complex, and the development 
of appropriate incentives for work, 
accumulation, and innovation an 
outcome of a process of culture 
change. 


Bilateral Trade AgreenMnte 

^LRTAIN institutional factors 
play an important role in 
affecting the level of trade between 
the centrally planned and develop¬ 
ing comitnes Some of these fac¬ 
tors are asstKialed with differences 
in economic and social systems, 
hut not all In (tarlicular, bilateral 
payments arrangements do not 
seem to be an indispensable feature 
of the tiade of the centrally plann¬ 
ed economies' some transferability 
of balances within tlie area would 
probably help in enlarging the 
scope of trade with the developing 
countrie.s. Closer and more direct 
commercial relations would pro¬ 
bably also be helpful 

On the other hand, state mono¬ 
poly of foreign trade and the quan¬ 
titative regulation of trade within 
the framework of national plans are 
characteristic of the centrally plann¬ 
ed economies. Existing procedures 
adopted in trade between the cen¬ 


trally planned econooiies and the 
developing countries might usefully 
be examined with a view to ela¬ 
borating agreed rules and standard* 
to govern the relations between 
the two groups. On the one hand, 
the present institutional arrange¬ 
ments involve the danger that the 
state monopolies may exploit theii 
superior power and centralised de¬ 
cision-making, creating a fear 
among their trading partners of 
unpredictable fluctuations in their 
purchases On the other hand, the 
stale monopolies also have the 
power to enter into long-term trade 
agieemenls providing for steadily 
expanding exchanges over a sub¬ 
stantial period of years. Long¬ 
term agreements have in the past 
also been used among private en¬ 
terprise countries as a means of 
guaranteeing the demand for pri¬ 
mary commodities. 

— “World Economic Survey 
1962”, United Nations. 
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l^easaBt Eeooomy as a Category in Economie History 

DaoM l^mer 


Insight mto economies like that of India is often hindered by the use of unsound concepts. 

At the level of India as a whole, such terms as “subsistence economy" or “semi-feudaT’ structure have 
obscured more than they have revealed. 

At the level of the individual rural household, it has been disastrous for investigators in countries like 
India to make believe that the ordinary peasant is a tittle western-style “entrepreneur" carrying on a rrdnia- 
lure business “enterprise". Yet the hold of western economics over "academic minds is w powerful that re- 
search workers on Asia may still operate today tn sut,h entrepreneurial terms unwittingly, from sheer habi¬ 
tuation to the concepts in which they have been trained. 

The difficulty arises, in part, from the lack of alternative categories in terms of which they might ope¬ 
rate. We suggest, accordingly, that the time has come to work out sets of better concepts for analysing the 
economies of countries like India, both at the national level, and also at the level of the individual peasant 
household. 

In the present article we confine ourselves to the economic framework at the national level. Here, as 
against “subsistence" or “semi-feudaT', economy we define and put forward a concept of “peasant economy^. 

We hold that such a concept can be employed usefully riot only for countries like India and Indone¬ 
sia, but kistoriocdly and comparatively for many other countries in Asia, Latin America and Europe. 

In this way the economy and the problems of Indio can perhaps be situated in a larger contesct through 
time and space and, we hope, studied more fruitfully 

As the concept ii used here, we term the entire economy of a given country a “peasant economy^ if, 
and only if, it satisfies all of the following five criteria . 

ft) Half or more of toted production is agricultural; 

fii) Half or more of the total working force is engaged in agriculture; 

(id) Half or more of the agricultural production is carried on by individual peasant families work¬ 
ing their own holdings primarily with the labour of their own family members; 

fiv) An orgariised state power exists (as distinguished from loose tribal arrangements or decentralised 
feudalism); 

(v) There is a marked city-country difference, with the presence of cities and at least a minimal 
urban population. 

The article concludes with thumb-nail sketches of six cases of “peusanl economy" as so defined: 
Tsarist Rns.sia, Indonesia, India, Japan (to the first World War), Mexico (to the inter-war period) and mo¬ 
dern China. 

\This article is a revised and reworked version of a papier originally submitted in September 1962 
to the Second International Conference in Economic History, held at Aix-en-Provence. The proceedings of the 
fonjerence will be issued during the coming winter by the Ecole Pratique des Haules Etudes, Sixieme Section, 
Paris, the publishers being Mouton and Co, Paris and The Hague.^ 


PEASANT economies, we suggest, 
have been and still are a wide- 
spiead form of organisation of hu¬ 
man society *. Because of their his¬ 
torical persistence, peasant econo¬ 
mies would appear to be well worthy 
of study in their own right and in 
their own terms. When we search 
the literature of agrarian history 
for discussions of peasant economies 
we find them scattered among such 
diverse categories as “subsistence”, 
“feudal”, or “oriental”. In discus- 

* Many writers have utilised the term 
peasant economy to describe the func¬ 
tioning of individual household unit* 
We prefer to reserve the term for en¬ 
tire economies having certain charac¬ 
teristics which we shall ijwcify in the 
course of this paper. 


sions of the so-called “under-deve¬ 
loped” areas, peasant economies are 
frequently dealt with as conglome¬ 
rations of “ small-scale ” units or 
“minifundta”. Or they may be rele¬ 
gated to an intermediate or transi¬ 
tion stage between “primitive” and 
“modern” (or “developed”) econo- 
mie.s. By contrast, we believe there 
IS hope of rich analytical yield if 
we can find a way of treating “pea¬ 
sant economies” as a distinctive 
group. 

For this purpose, it is essential to 
define peasant economy as a system 
of production and to distinguish it 
from other historical systems such 
as slavery, capitalism and socialism. 
We shall accordingly set out a ten¬ 


tative definition of peasant economy, 
and then illustrate it by several ex¬ 
amples. These will show some of 
the varied forms which peasant eco¬ 
nomies have assumed in different 
continents in modern times. Be¬ 
neath the apparent variety we shall 
find in each case a common core. 

Before we specify the determining 
characteristics of peasant economy, 
we should make our level of analy¬ 
sis absolutely plain. We are dealing 
here with the features of the whole 
economy of sizeable countries. Our 
units will he at the scale of king¬ 
doms or empires (Japan, Tsarist 
Russia, China), nations (Mexico), 
and grand imperial possessions 
(India, Indonesia). 
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We exclude from our covemge 
little possetiions, tiny stater, and 
auh-regions of larger states. Nor do 
we deal with peasant sectors of eco- 
nomies which, taken as a whole, are 
not peasant economies. We do not 
exclude small nations. Quite a num¬ 
ber of them, e g, Ceylon, F-*araguay, 
Syria, Sardinia, Ireland and Scot¬ 
land before the Union, have had 
peasant economies, and a few still 
do today But in the present paper 
we have thought it would he clearer 
if we presented as our examples 
only countries of a substantial size. 

Delermhiina Criteria 

We use five criteria for determin¬ 
ing whether the total economy of a 
given rouiiliy, nation, or large 
colonial aiea is to be taken as a 
peasant economy. All five of these 
must be satisfied before an entire 
economy of a given country can be 
termed peasant Our first two crite¬ 
ria relate to production and work¬ 
ing population. They are intended 
to help distinguish peasant econo¬ 
mies from uidustilalised economies, 
whether capitalist oi socialist In a 
peasant economy, roughly half of 
the total production must be agri¬ 
cultural; and more than half of the 
working population must be engaged 
in agriculture In a word, we are 
saying that, to he termed “peasant”, 
an economy must be primarily agri- 
niltural In a capitalist or a socialist 
stale which lias been industrialised, 
there may remain thousands or even 
millions of pea.sants, but we would 
no longer apply the term “peasant” 
to such an economy, taken as a 
whole. The question would rather 
become one of the “peasant” sector 
in a non-peasant eionomy; the set¬ 
ting would then be different, and a 
different level of analy.«is would be 
required. 

Our third criterion requires the 
existence of a state power and a 
ruling hieratchv of a particular 
kind : om' in which the “kinship” 
OI “clan” order has weakened suffi¬ 
ciently to give way to a “territorial 
State”. 1 am not saving that kin¬ 
ship or kin ties have disappeared, 
for that would be aksurd Rather I 
require the passage, in the st-nse of 
Morel on Egypt, “From Tribe to 
Empire” *, or. in the sense of anci¬ 
ent Greece, the formation of the 
territorial state *. The question of 
peasant economies in “feudal” re- 
> g^naes is delicate. So are practically 



all questions insmfving that ticklish 
word “feudalism’’! If I were to be 
forced to specify now what 1 have 
in mmd, I would say that I am 
concerned with the economies of 
the feudal monarchical slates of 
western Europe in the late 12th and 
13th centuries, rather than with 
those of the disintegrated and prac¬ 
tically non-urban legimes in the 9th 
and 10th centuries. Here, however, 
our fourth criterion also comes into 
play, the rural-urban separation 

We presuppose, for peasant econo¬ 
mies, the presence of towns, and a 
division or break between these 
towns and the countryside that is 
simultaneously political, economic, 
social and cultural In practice, or 
belief, or both, the peasants are held 
to bo a lesser or “subject” order, 
existing to lie exploited by all con¬ 
cerned fn social terms, this is con¬ 
sidered to be the “natural order” 
We do not consider an economy to 
be “peasant" unless it contains a 
significant number of towns with a 
definite pattern of urban life, quite 
different from that of the country¬ 
side ’ .Simplv as a rougli quantita¬ 
tive indication, we ran say that the 
total urb.m population should 
amount to at least half a million 
peisons, or. alternatively, that at 
least five [ler rent of the entire 
population of a given country .should 
be resident in towns By insisting 
that a peasant economv must have 
towns, we wish to do more than 
establish the mere fact that the eco¬ 
nomv IS not purely agricultural We 
posit a fairly marked degree of divi¬ 
sion of labour in society, and a 
distinct urban concentration of 
artisans, or other industrial and 
intellectual workers of various skills 
By the same token we presume that 
agriculture is sufficiently deieloped 
to feed not only the peasants and 
the governing hierarchies, but also 
the townspeople. 

Our fifth and final criterion, the 
most fundamental, is that of the 
unit of production In our concept 
of peasant economy the typical and 
most representative units of produc¬ 
tion are the peasant family hoin ■■ 
holds. We define a peasant family 
household as a socio-economic unit 
which grows crops primarily by 
the phvsical efforts of the mem¬ 
bers of the family. The principal 
activity of the peasant house¬ 
holds is the cultivation of 


the 




their own lands, atrips or 
allotments. The households may also 
engage in other activities : for ex¬ 
ample, in handicrafts, processing, 
or even petty trade. Some members 
of the family may work, perhaps 
be forced to work, outside the house¬ 
hold from time to lime. 'Ihe house¬ 
hold may include one or more 
slaves, domestic servants or hired 
hands. But the total contribution 
of these non-family members to ac¬ 
tual crop production will be much 
less than that o£ the family members. 

In a peasant economy half or 
more of all crops grown will be 
produced by such peasant house¬ 
holds, relying mainly on their own 
family labour Alongside of the 
peasant producers there may exist 
larger units the landlord’s demesne 
or home farm tilled by labour 
exacted from the peasants, the 
hacienda or estate on which the 
peasants may be employed for part 
of the year, the capitalist farm in 
which the bulk of the work is done 
by fiee hired labourers But if any 
of these is the charaeleristic econo¬ 
mic unit dominating the country¬ 
side. and accounting for the greater 
share o' the crop output, then we 
are not dealing with a peasant eco 
nomy We also exclude .specifically 
all economies in which the most 
representative agricultural unit is 
the Roman-style slave villa or the 
sugar or cotton-growing slave plan¬ 
tation of more modern times. 

Status of Peasant 

We may state categorically that 
in a peasant economy the peasant 
family members are not slaves. But 
we shall not try to specify whether 
the peasants are serfs, semi-free or 
free There are, it hardly needs 
saying, other contexts in which this 
question is of the highest import- 
anip For the defirution of peasant 
economy, however, the distinction is 
unnecessary, and the effort to make 
It IS likely to prove analyticallv 
sterile We have already indicated 
that in peasant economies the pea 
sanfry as a group is subject and 
exists to be exploited by others 
The peasant may very well have to 
work one or more days of the week 
for the baron or the lord of the 
manor He may also be obliged to 
make payments or presents to land¬ 
lords, functionaries, aristocrats, or 
other important persons At the 
same time, from the point of view 



of Btoiaaimt tiw pe«n«it iMM- 
holm conititute dsfiuite — ooo i» 
almost tempted to say ‘’indepead- 
sat” — entities. BecauK of this 
due>lit)r in their position, these pea' 
gantries inevitably straddle tile line 
between free and unfree. In a sense 
tbe peasant in such economies is 
simultaneously subject and master. 

Within a particular country at a 
particular time, many varieties or 
blends of freedom and unfreedom 
may coexist. It is usually difficult 
to say with any precision what pro* 
portion of the peasantry are serfs 
and what proportion are not serfs. 
With the passage of time, the pro¬ 
portions may change. In some areas, 
the working populations have oscil¬ 
lated over the centuries through 
most of the range from freedom to 
serfdom and back again. 

In a peasant economy the first 
concern of the productive units is 
to grow food crops to feed them¬ 
selves. But this cannot be their 
sole concern. By definition, they live 
in a State and are linked with urban 
areas. They must willy-nilly sustain 
the State, the towns, the local lords. 
Hence, in one way or another, they 
must hand over, surrender, or sell 
to others part of their food crops. 
Although the conditions of exchange 
are such that the peasants usually 
give more than they get, they may 
obtain in return a bit of iron, some 
salt, spices, perhaps fancy cloth for 
a marriage. 

Peasant Economy and the Market 

We should be careful not to slip 
into the trap of imagining a “pure” 
type of peasant household which 
consumes practically everything 
It produces and practically 
nothing else. as distinct from 
an “impure” type which pro¬ 
duces for a market as well 
as for its own immediate needs. The 
latter is historically more common 
and more characteristic. In point 
of fact, the household units in peas¬ 
ant economies frequently dramatise 
their dual focus by growing two 
crops. The first is the cereal essen¬ 
tial to their own sustenance and 
that of society as a whole; the se¬ 
cond is much more likely to be a 
non-foodgrain (perhaps a fruit, 
fibre, or oilseed) produced precise- 
Iv with an eye to barter, sale or ex¬ 
change of some sort. It is as habi¬ 
tual with peasants in many areas to 


S ow two <£rofu «s to walk dn two 

ft. 

We are sure to go astray if we 
try to conceive of peasant economies 
as exclusively “subsistence” oriented 
and to suspect capitalism wherever 
the peasants show evidence of being 
“market” oriented. It is much 
sounder to take it for granted, as 
a starting point, that for ages pea¬ 
sant economies have had a double 
onentation toward both. In this way, 
much fruitless discussion about the 
nature of so-called “subsistence” 
economies can be avoided. 

We might say that in a peasant 
economy roughly half or more of 
all agricultural production is con¬ 
sumed by the peasant households 
themselves, rather than being 
“marketed”. We do not, however, 
include as “marketed” produce 
those k»od grains handed over around 
hsirvcst time by indebted or depend¬ 
ent peasant families to the local 
landlords, merchants, or moneylend¬ 
ers. and subsequently doled back 
before tbe next harvest, wnerally 
on unfavourable terms, to the same 
peasant families. Such foodgrains, 
in our view, have not passed through 
an organised market process. They 
haw not moved on, via genuine 
commerce, for consumption by par¬ 
ties other than the original produ¬ 
cers Instead, they have remained 
in the village where they were grown 
and have returned to source, to the 
original producers. In effect, the 
productive unit is the household, 
and the consumption unit is the 
same peasant family household. 
This is certainly not the indirect 
process, mediated by a market, 
which is characteristic of capitalist 
agnculturr. In-stead, in a peasant 
economy, the movement of food- 
grains inside the village away from 
the producing family and back 
again to that same family is tied 
in with long-establiriied modes of 
economic domination and exploita¬ 
tion. When such relationships are 
typical at the village level, we have 
an almost sure sign, in an agricul¬ 
tural economy, that we are dealine 
with a peasant rather than capitali¬ 
stic structure. 

To summarise, we have defined 
peasant economies in terms of the 
predominance of agriculture, both 
in total product and in the working 
population. We have required 
the ettlatepce of g territarlal state, 


apd a separation between town and 
country. We have indicated that 
the characteristic unit of produc¬ 
tion must be the peasant family 
household with a double orientation, 
that is, both to its own sustenance' 
and to the greater world beyond 
the village. We must emphasise 
that no single one of these efements 
will suffice to determine whether 
or not a given economy is indeed 
a peasant economy. All these 
features must be found together 
and must relate to the economy of 
of a whole country. 

O 

When we look for examples of 
peasant economy, in terms of the 
set of criteria just listed, we find 
many different kinds scattered 
throughout recorded history and in 
all continents except Australia. 
We shall discuss, in the present 
paper, only six examples, all with- 
in the 200 years since 1750. Their 
are several reasons for limiting our¬ 
selves to the period of the Industrial 
Revolution and its aftermath. It is, 
in the first place, the period with 
which I am most familiar. The 
modern age is the one for which we 
have the best documentation, parti¬ 
cularly in terms of quantitative 
materials. More important, under 
the impact of the expand¬ 
ing industrial system, the 
200-odd years since 1750 have wit¬ 
nessed the most fundsmental trans¬ 
formations in peasant economy 
known in history. We ourselves are 
living witne.sses of this process of 
tran-sformation, which is still con¬ 
tinuing; in fact, it is accelerating 
before our eyes. We are in a 
position to study at first hand 
both the nature of peasant econd- 
mies and the ways in which they 
resist or yield to change 

As illustrations of cases of pea¬ 
sant economy in this era of change, 
I propose to characterise in a few 
words the salient features of the 
economic stnicture of six different 
countries. Any such characterisaf 
tion in so limited a space must 
necessarily appear incomplete and 
somewhat impressionistic. For thfc 
I apClogise in advance. My pur¬ 
pose is solely to draw your atten¬ 
tion to a few of the chief aspects 
of each case. My examples are 
Tsarist Russia, Indonesia, Mexico, 
India, Japan and China. 
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ftMokt RvMia 

Among the peasant economiee ot 
the 19th century that oi Taariat 
Russia had the richest and most 
complicated history and has left us 
with the largest literature. Aa a 
group, Russian scholars carried the 
analysis of peasant economies 
further than anyone else, and were 
perhaps the hrst to formulate a 
theory of peasant economy*. 

In the century and a half before 
1917, the imperial structure of 
Tsarist Russia was expanding out- 
waidly into Siberia, while inwardly 
it was decaying at home. In 
terms of peasant economy, the 
most distinctive feature of the 
countryside in the late Tsarist era 
was the close interdependence of 
landlord estates, mir (village com¬ 
munity) lands and rights, and 
small peasant holdings In the 
centuries before the emancipation 
of the serfs in 1861, the bondage 
of the peasantry guaranteed (he 
landlords the labour supply needed 
for their estates. The emancipa¬ 
tion enabled cultivating peasant 
families to get more land of their 
own, provided they could raise op¬ 
pressive redemption payments. The 
size and importance of the old 
landlord estates was much reduced 
Hy the late 19th century individual 
peasant tenures were gradually 
increasing m importance 

In the decades before the first 
World War, a growing proportion 
of the pea.santry devoted themselves 
to producing for the market with 
the aid of regularly hired agri¬ 
cultural labourers. In the same 
period there wa.s a lapid expansion 
of lailways, citie.s. commerce, and 
factory production on capitalistic 
lines. The significance of the 
giowth of capitalism in city and 
country became a hotly dehaled 
national issue Criteria were ad¬ 
vanced for distinguishing peasant 
production from capitalistic agri- 
ulture Many of the questions 
laken up in the present paper were 
iiosed at that time, m one form or 
mother, in the works of Cherny- 
dievsky. Danielson (Nicolai-on), 
Hourwich, Plekhanov. Kossinsky 
Lenin, Chayanov, and others. 

In the decades after the revolu- 
lon of 1917, Russia ceased to be a 
leasant economy, emerging instead 
inder socialism as both urbanised 
md industrialised. 


lodeneala 

Under the Dutch, IndonMia con¬ 
stituted one of the oldest and 
moat striking examples of colonial 
rule in both of its major forma, 
“direct” and “indirect”. For some 
decades in the middle of the 19th 
century, the peasants were com¬ 
pelled, under the so-called “culture 
system”, to grow certain crops 
which the Dutch wanted to export. 
Aftei that policy was given up in 
1870, the Dutch energetically deve¬ 
loped large plantations for the 
growtli of export crops. For their 
labour supply for these plantations, 
the Dutch drew on the peasants 
from the bordering villages. There 
emerged, particularly in Java and 
Sumatra, a pattern of large planta¬ 
tions, village communities with 
group rights in land, and small 
peasants among whom, in the 
course of time, the .sentiment foi 
individual family holdings deep¬ 
ened. 

Although the parallel must not 
be pressed unduly, the pattern of 
large estates and their labour sup¬ 
ply, village community rights in 
land, and ascendant feeling for 
family land, bears some resem¬ 
blance to late Tsarist Russia The 
mussing element was indigenous 
capitalism which, in a colonial 
setting, was practically negligible, 
both in city and country. As of 
1949. when the Dutch relinquished 
control. Indonesia had very little 
modern industry and a quite limited 
urban population — barely enough, 
in fact, to qualify under oiir criteria 
as a peasant economy 

Mexiev 

Striking similarities between the 
peasant economies of Java and 
Mexico have already been observed 
and discussed in an important arti¬ 
cle by Eric WolP. In Mexico, during 
the century after the end of Spanish 
rule in 1823, we find a pattern of 
large estates (haciendas), unfree 
labour supply (peonage), weakening 
village community rights in land, 
and a very slow growth of indivi¬ 
dual faipily holdings. 

A great part of Mexican hiatory 
in the twentieth century turns on 
the savage struggle of the peasants 
for land and for resources with 
which to cultivate it. The revolu¬ 
tionaries, especially those led by 
Zapata, at first demanded and ob¬ 
tained in principle, the restoration 



of village conmona wUeh had bean 
•eiaed by the great landfaoldera. {n 
practice, however, very little land 
was handed back to the viliagei 
under restoration proceedings. By 
1915 the revolutionary programtm 
called for taking from the great 
estates land which had not previ¬ 
ously been held by the villages, and 
endowing the peasantry with it. 
This endowment policy was imple¬ 
mented so vigorously under Preei- 
dent Cardenaa in the 1930s, that 
eventually more than 30 per cent 
of the villagers in Mexico received 
grants of land Tens of millions of 
hectares were transferred either to 
individual smallholders or to com¬ 
munities (ejidos). 

Once set up, however, the ejidos 
failed to fulfil the high hopes placed 
in them. Much of the land turned 
over to the peasantry was poor in 
quality and in water supply. The 
amount of agricultural credit sup¬ 
plied by the Government through 
the Ejidor Bank has been grossly 
inadequate. Moreover, the funds 
tended to he directed toward the 
good risks among the peasants, that 
is, the peasants with the most fer¬ 
tile land, preferably irrigated. 
Among the less fortunate peasantry 
some have leased their lands to the 
better-off, and gone to work foi 
them as hired agricultural labourers. 
Meanwhile, there has arisen, with 
the aid of private credit, a new 
large-scale agriculture utilising 
modern techniques to produce profit, 
able export crops. 

During the present century in¬ 
dustry has expanded rapidly in cer¬ 
tain parts of the country, thanks in 
large part to substantial foreign in¬ 
vestment. Hundreds of thousands of 
peasants have left their villages to 
find work in the rapidly growing 
cities. In recent decades well more 
than half of the national product 
has been non-agricultural; and 
now half of the country’s popula¬ 
tion is urban. Mexico has left her 
phase of peasant econom\ las 
herein defined) well behind. 

India 

Up to 1947, Indie, like Indonesia, 
was a colonial empire in which 
both “direct” and “indirect” rule 
prevailed. In India, as compared 
with Indonesia, the plantations and 
other large units of cultivation 
occupied a very minor position in 
the economy as a whole. There 
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wero |t«M: Iciidiord* in ladin, anoK! 
of tlwm lifflldiiig ^ndreds m vill* 
ages. But cultivation ftlmoit every¬ 
where wu by peasant families, 
most of them working very amaU 
amounts of land. 

Caste and untoucfaability are dis¬ 
tinctive characteristics of India. 
One of the principal economic func¬ 
tions of caste in the countryside has 
been to emphasise the inferiority 
of the lower castes who have for 
ages served their superiors as a 
cheap, dependent supply of agri¬ 
cultural labour. Few observers 
would be so rash as to say that 
caste has stopped serving that func¬ 
tion in the villages of contemporary 
In^a. 

During their regime, the British 
developed in India one of the half- 
dozen largest railway systems in 
the world. Along with this appear¬ 
ed many other elements of what, 
in economists’ jargon, is called the 
“infra-structure” of development. 
Ground Calcutta, Scottish houses 
developed a jute manufacturing in¬ 
dustry, while in Bombay and Ahme- 
dabad Indian entrepreneurs built up 
several hundred cotton textile mills. 
Since India attained independence 
in 1947, the government has thrown 
its weight behind the rapid develop- 
nent of a comprehensive range of 
heavy industries. In the 1950s, agri- 
:ulture, principally carried on by 
•mall peasant families, still accoun- 
ed for roughly half of the total 
lational product. India is today 
)til] a peasant economy. 

Japan 

Less than 50 years after the Meiji 
lestoration of 1868, Japan had 
;ea8ed to be a peasant economy, 
rhere is by now a vast literature 
iBsessing this apparently abrupt and 
Iramatic revolution. The leading 
luthorities today agree that the 
oundations for this genuine and 
apid economic transformation an- 
edate the 1868 restoration and go 
jadt, particularly in agriculture, 
ar into the preceding period, the 
Tokugawa era * 

It was in the Tokugawa period, 
oughly from the seventeenth to 
tineteentb Centuries, that the Japa- 
lese countryside took on the pattern 
>f cultivation in small units by 
ndividual peasant families whidi 
las persisted to the present. Taxes 
vere collected in kind from the 
’illages for the great feudal over- 


idnit knd aihutmted at times to u 
much as 60 per oent of dw crq). 
The warrior ciaas, for the most part, 
had been gadiered up into the 
castle towns where they Icved on 
rice stipends. In the reladvely few 
large holdings which remained, 
cultivation by serfs (m^) and 
servants. Gradually gave way to 
tenancy. The 1720 reform, which 
permitted the mortgaging of land, 
was followed by the emergence of 
a group of moneylender-landlords 
(rich peasants, town merchants, 
petty rural capitalists, village head¬ 
men) whose tenants were often 
the original cultivating owners. 

After the Meiji Restoration of 
1868, the peasant proprietors were 
freed from their feud^ obligations 
and .confirmed in the owner^ip of 
the land they cultivated. The old 
rice levies were supplanted by a 
fixed annual tax in money payable 
to the State. At first a heavy bur¬ 
den, these taxes declined progres- 
sively in real terras with the long- 
run rise in the prices of agricul¬ 
tural products 

On the other hand, the need to 
raise cash to pay the taxes placed 
the small peasant — always at the 
margin of his resources — in the 
position of having to sell his crop 
at the most unfavourable moment, 
immediately after the harvest The 
same situation worked to the ad¬ 
vantage of the richer peasants who' 
sometimes acted as rice brokers. 

For tenants, the Meiji reforms 
brought no benefits They still 
had to pay rents in kind and at the 
rate of about half of an average 
crop. The rise in the price of rice 
did not help them, since they 
marketed .so little. In the early 
18808, about one-third all arzdile 
land was worked under tenancy; 
by the time of the first World War, 
the fraction had increased to 
nearly one-half. 

The average area worked b^' 
Japanese peasants (le, the total of 
the several scattered strips culti¬ 
vated by the household) was about 
one hectare (2 47 acres) around 
1868, and remained, for most 
households, roughly the same right 
up to 1918. In the fifty years after 
1868, the total output of rice in 
Japan nearly doubled, partly be¬ 
cause more land was brought un¬ 
der cultivation, but mostly because 
of an increase in output per acre 


of the order of SO per cent Dur¬ 
ing this period, population increased 
by roughly 60 per cent. Nonethe¬ 
less, the level of living went up. 

The story of the fostering of 
modem industry by the Meiji regime 
is loo well-known to need summary 
here. One of its important results 
for the countryside was that the 
natural increase of rural population 
was siphoned off by the towns and 
cities. Tlius the size of the agricul¬ 
tural population of Japan remained 
roughly the same (around five and 
one-half million households) from 
1868 to 1918. We must also note 
that the agricultural households 
themselves engaged increasingly in 
non-agricultural side activities^ 
such as handicrafts and other rural 
industries. Whereas less than one- 
quarter of the peasant households 
had such activities in 1884, more 
than one-third were so recorded 

, by 1919. 

) The decline in the relative posi¬ 
tion of agriculture in modern 
Japan can be indicated in three 
ways First, the proportion of the 
population living in villages, us¬ 
ually defined for Japan as places 
with less than 10,000 inhabitants; 
this percentage was put at 87 per 
cent in 1888, then at 68 per cent 
in 1918, and fell to 50 per cent in 
1940 Oui second indicator is the 
proportion of the total working 
force returned as in agriculture. 
According to Professor Ohkawa, 
one of Japan’-s foremost authorities, 
this proportion stood at 76 around 
1880, at 59 around 1915, and at 
•14 around 1940 Lastly, the per¬ 
centage contribution of agriculture 
to total national income; again 
following Professor Ohkawa, this 
stood at 64 per cent around 1880, 
dropped sharply to 36 per cent 
around 1915, and fell to only 17 
per cent around 1940. In terms of 
our first criterion of peasant econo¬ 
my. contribution of agriculture to 
total national production, Japan, 
by the eve o^ the first World War, 
had unmistakeahiy stopped being 
a peasant economy 

China 

As in India and Japan, the agri¬ 
culture of China for several cen¬ 
turies before 1950 had been the 
petite culture. Nearly all crops 
were grown by families holding 
roughly on the average about one 
hectare (somewhat more in the 
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66 The provision of sufFlelenl 
quantities of the required 
products in the right place and 
at the right time often 
produces serious problems and 
to solve these necessitates a 
careful but flexible organization* 
an elaborate system of 
transportation, storage and 
distribution There are 
more than 3,000 Burmah-Shell 
petrel dealerships and 
over 1,600 kerosine agencies, 
betides nearly half a lakh 
kerosine sub>dealers In India’s 
5i lakh villages 99 
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wheat areas of the north, somewhat 
leas in the rice areas of the south). 
These holdings were generally 
made up of tiny, uneven, scattered 
patches. Family members them¬ 
selves did the farm labour; only a 
very small percentage of the culti¬ 
vators, the best’Off ones with the 
most land, used much hired labour. 

Before the Revolution of 1911 
there was much tenancy in China; 
and, as the century advanced, more 
pea.sants had to give up the owner¬ 
ship of part or all of their land. 
By the 1930s, half, or more than 
half, of the Chinese peasants were 
tenants oi petty owners-cum- 
tenants. Kents generally were paid 
in kind and amounted to 50 or 60 
per cent of the crop. Paying such 
heavy rents on their tiny holdings, 
the Chinese peasantry could not 
make do from the land alone For 
most of them, unfortunately, theie 
was insufficient alternative work. 

The peasant handicrafts, which 
had traditionally offered supple¬ 
mentary employment, weakened be¬ 
fore the competition of machine- 
made goods from Japan and the 
West. The development of modern 
cities was very limited and entirely 
inadequate to dram off (as in 
Japan) population from the coun¬ 
tryside Instead, about 70 pei 
cent of the population continued 
to work in agriculture 

The difficulties of the peasantry 
well- compounded by multiple ex¬ 
actions fiy landlords, warlords, 
iisureis, and petty government 
officials They suffered further in 
the course of wars. invasions, 
famines, civil war and levolution. 

In the years since 1950 the 
Peking regime ha*- oxeited tremen¬ 
dous efforts to transform this 
peasant economy. In the cities 
there has been an immense deve¬ 
lopment of modern industry In 
the countryside the vast programme 
of land reform began by taking 
away the properties of the land¬ 
lords and redistributing the land m 
small bits to the peasants. This 
has been followed by a series of 
efforts to encourage or to impose 
large scale cultivation : mutual aid 
in the form of work teams, village 
ccxiperatives, collective farming, 
and the establishment of very large 
rural communes. 

We are not in a position to assess 
the extent to which these program¬ 


mes have reduced the inip<»tance 
of peasant family cultivation in 
Giinese agriculture. Nor do we 
know whether agriculture contri¬ 
butes half or more of the total 
national product. It is hard to My 
with any assurance whether or not 
China is still a (leasant economy. 

« • • 

Since our six examples of pea¬ 
sant economy have been drawn 
from the modern world, we have 
been more explicit with regard to 
those criteria separating them from 
industrial economies than to those 
separating them from slave or 
“tribal” systems. We have, in 
effect, dealt only with peasant 
economies in their “high” or “late” 
phase Nonetheless, we have seen 
that conditions differed m several 
important respects, which may be 
north listing; 

indigenous or colonial rule; 

small-scale cultivation only; or 
small-scale juxtaposed with large- 
scale cultivation and, if the 
lattei, the arrangements for la¬ 
bour supply on the large-scale 
units, 

individual family holdings of 
land only; or individual family 
holdings in the context of larger 
group holdings or village com- 
inuiiity rights in land; 

hierarchy of peasantry at the 
village level; existence and social 
role of a rlass of agricultural 
labourers; 

urbanisation and industrialisa¬ 
tion a.s factors in reducing the 
relative importance of the pea¬ 
santry in the economy taken as a 
whole, and in leading to the 
tran.sformation of peasant pro¬ 
duction 

We might say we have sketched 
in a preliminary way cases of coun¬ 
tries at the exit, or seeking the 
exit, from peasant economy Tl 
would, of course, be possible and 
desirable to take up cases of en¬ 
trance into peasant economy In 
the largest sense, the study of pea¬ 
sant economies .should encompass 
the whole process of their appear¬ 
ance, the changes they undergo 
through time, and the ways in 
which they become — or fail to 
become! — transformed into mod¬ 
ern industrial economies. 

m 

It may be of interest to situate 
peasant economy, as we have de¬ 


fined it, in relation to Karl Marx’s 
well-known modes of production. 
Our peasant economies include 
societies falling under both Marx’s 
feudal mode of production and his 
“Asiatic Societies”. In addition, 
they take in those periods of history 
which he characterised as marked 
by small peasant agriculture and 
which he treated as transitions from 
one main mode of production to 
another. 

We believe that our broader 
rouping, peasant economy, is iusti- 
ed analytically in terms of the 
common characteristics which we 
have just discussed and illustrated. 
It would, of course, be possible to 
extend the term “feudal” (with or 
without the prefixes "‘semi-’', 
“proto-” and “pseudo-’’) to cover 
this whole range, but that would be 
unfortunate The term feudalism 
originated in western Europe and 
carries with it a set of specific 
connotations. We cannot help but 
be reminded of the feudal lord, 
the vassal, the fief, the feudal con¬ 
tract, the manor, and the serf. This 
full complex of phenomena, how¬ 
ever, occurs only in a small num¬ 
ber of centuries in quite confined 
areas of extreme western Europe 
and Japan Peasant economies, 
by contrast, existed long before 
feudalism, alongside of feudalism, 
and long after it. They persist in 
our contemporary world. No matter 
how the content of the term is thin¬ 
ned out, feudalism cannot serve to 
cover a historical canvas stretching 
east-ward from the Caribbean to the 
CHina Seas 

From our perspective, European 
feudalism of the high Middle Ages 
may be seen as embodying a particu¬ 
lar form of peasant economy. Noth¬ 
ing is gained by trying to view o// 
peasant economies as variations of 
that one rather special form. The 
time has arrived to treat Euiojiean 
experience in categories derived 
from world history, rather than to 
squeeze world history into western 
European categories, 

Notes 

' A Morel. “From Tribe to Empire", 
(London. 1926) 

The area of the ancient Greek 
tutes, however, was so small that 
most of them would have to be 
excluded from our consideration be¬ 
cause of failure to meet our initial 
precondition of sufficient size 
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'' * There » much literature on the 

' “ wsparaiion between city an<{ coun¬ 
try. For the 18th century eee Sir 
jamei Steuarl, “ An Inquiry into 
the Principler of Political Economy”, 
Vol I (London. 1767), Mane con 
udered that the entire economic 
hiitory of human locirty could be 
summed up in the movement of 
the antitheiit between town and 
(ountry See “Capital”, Vol I. 
Part IV (" Capital, ” Vol I. edited 
by Dona Torr, London, 1939, p 345, 
for the German original, <iee the 
Volknauiigabe, Moscow, 1932, Vol 
I, p 369). Robert Redfirld wa* one 
of the 20th-rentury writer* much 
intereited in this theme, particular 
ly in cultural trims See hit stud> 
“ Peasant Soriety and Culture " 
(Chicago 1956) In an interesting 
article. Lloyd A Fallers h.is tarried 
forward RedSeld'* line of work 
" Are African Cultivators to be 
Considered ' Peasants ' ’ ” Cur¬ 
rent Anthropology (Chicago, April 
1961 ), Vol II, pp 108 no 

* The leading scholar appears to have 
been A V Chayanov, a number of 
whose studies were translated into 
Cerman in the 1920s. Of these, 
one of the most fundamental was 
Die I-ehrc von der bauerltchen 
Wirtschaltf translated by F Schlo- 
mcr and published in Berlin in 1923. 
In the German transliterations, 
Chayanov’s name is given as Tscha- 
janow or Tsehayanoff and Is so 
listed in most catalogues (Ghaya- 
nov's book has just been translated 
into English, and is to be published 
in 1964) 



* "Closed Corporule Peasant Commii 
nrticM m Meso america and Central 
Java”, Snuthioeitrrn Journal of 
Anthropology, Spring. 1937, Vol 
13. pp 118 See also Wolf’s sng- 
gestive comparisons in liis article 
“Aspeess of Group Relations m a 
Complex Society Mexico", ,4meri 
cart Anthropologtst, December, 1936, 
Vol 58, No 6, pp 1065 78 

* See, for example, R P Dorr. “Land 
Reform in Japan" (London, 1959), 
Ch I, and T C Smith, “The Agnri,m 
Origins of Modern Japan” (Stan 
ford, 1959) 


^ ITle data of Professor Obk.awa aie 
taken from the comprehensive sum 
mary article which hr .and Henry 
RoBcA-sky prepared under the title, 
“The Role of Agriculture in Modern 
Jap.\nese Ec onornic Development” 
This appeared in Economic Drve- 
lopmtnt and Cultural Change 
(University of Chicago, October. 
1960 ), Vol IX. No I. Part It pp 
43 - 67 . This issue of Eeonomir 
Dtutlopment and Cultural Change 
WM « Special number devoted to 
the topic, “City and Village in 
'Japhn”, and contains many othei 
fkleviiBt contributions. 
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Id the field, 

1 toil my utmost 
for better yields, With enemy 
on our soil, every 
extra kilo produced by 
me will pave the 
way to our victory. 

I AM A 

JAWAN 

TOO ! 


Let each of us 
produce 100 grammes 
more per kilo from 

our land and these 
little bits will add up to a mighty 

force in our national defence 
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Planning of Land Settlement Schemes 

A Geographer's View 

B H FYumor 

“It is only after a good deal of heart-aearehing that / have brought myself to believe that in con' 
temporary Ceylon, for exampU, the intensifiaation of agriculture on land already wsder cultivation ought to 
have priority over the extension of agriculture to new lands.” 

Dr Farmer argues that the resources of undeveloped land in countries like India are often more 
apparent than real, not only because of misleading statistics — like the Indian figures for “culturable waste” 
— but because culUvabUity demands positive qualities in land, and often data on these qualities is mislead¬ 
ing, or, alternatively, show them to be present in only a proportion of the land apparently available. 

[TfUs is the English text of a paper read in French in Paris, April 1963, at the Ecole Pratique 
des HaiUes Eludes, Sixieme Section, Sorbonne, before the joint seminars of Professors J Bertin and D 
Thornet 

A Lecturer in Geography, University of Cambridge, Dr Farmer is the author of “Pioneer Peasant 
Colonization in Ceylon” {Oxford University Press, 1957) He is currently in India, studying the land coloniza¬ 


tion schemes under way in Genital 

J SMALL discuss here those planned 
land settlement schemes which in 
the Punjab, in Ceylon and else¬ 
where are known as “colonization 
schemes” To speak in this way, is, 
of course, to use the term in a re¬ 
stricted sense: not in the wide sense, 
as when one speaks of the European 
colonization of colonial territories. 

I shall be concerned with coloniza¬ 
tion as conceived and planned by 
Government in order to encourage 
settlement for agricultural purposes 
by indigenous peoples in areas pre¬ 
viously unpopulated or only scanti¬ 
ly populated: as, for example, in 
the Punjab Canal Colonies- or in 
the colonization schemes of the Dry 
Zone of Ceylon. 

My point of view is, I suppose, 
that of an agrarian geographer, 
though I do not really like to arro¬ 
gate to myself that or any other 
title. Not, of course, that “Geogra- 
phe agraire” is a title to be asham¬ 
ed of. Daniel Faucher showed in 
his book “Geographic Agraire ; 
Types de Cultures”' that the agra¬ 
rian geographer has his own way 
of looking at agriculture, different 
from that of the historian, the 
agronomist- the reonomist and the 
economic geographer If the boun¬ 
daries between the fields of study 
of these specialists have grown less 
distinct since Faucher was writing 
in 1946, it is partly because each 
has learnt from the others. Further, 
there seems to be growing and wel¬ 
come recognition that many agra¬ 
rian problems need to be attacked 
from aeveral different directions 


and South Indta.] 

simultaneously: it appears to me 
to be true of agrarian problems in 
gerkcral that. they he “between 
different studies — economics, his¬ 
tory, geography, anthropology and 
sociology” — though these words 
were used by Doreen Warnner, in 
her lectures in Cairo on the occa¬ 
sion of the fiftieth anniversary of 
the National Bank of Egypt, specifi¬ 
cally of the reform of institutions 
of land tenure ’ Certainly- those of 
us who were concerned with plan¬ 
ning a programme on recent agra¬ 
rian developments in Asia and 
Africa, in connection with the Inter¬ 
national Economic History Confer¬ 
ence held last summer at Aix-en- 
Provence, found it necessary to 
attract scholars practising in all of 
these, and other fields 

Inlegraled Approadi Necessarj- 
Perhaps it is also the. case that 
boundaries between disciplines as 
known in Europe are less relevant 
in Asia and Africa, or even irrele¬ 
vant.’ I have been wondering re- 
ce.ntly whether boundaries between 
subjects as we know them have not 
risen from our own cultural history. 
For example, do we not separate 
economics from sociology because 
of the extent to which we have 
come to .separate economic from 
other forms of human motivation? 
If so, is the corresponding boundary 
so meaningful in, say, an Indian 
context? I do not, however, propose 
to pursue this question further now. 

However many specialists, singly 
or in combinatiem, are concerned 
with colonization schemas as an as¬ 


pect of agrarian affairs, the agra¬ 
rian geographer is certainly inte¬ 
rested in them, if only because for 
him such schemes supply the equi¬ 
valent of the scientist’s controlled 
laboratory experiments in a way 
almost unique in the whole field of 
human geography. We may all 
argue for an eternity about the 
course of, say, Anglo-Saxon settle¬ 
ment in England or Cornish settle¬ 
ment in Brittany, and about the 
forces and factors that influenced 
the settlers, whether physical, or 
cultural, or historical; but only 
one thing is certain — that we are 
unlikely to reach certainty. But in 
the case of recent, planned colo¬ 
nization schemes one can see 
in nearby areas nature as it was 
before settlement began; one can 
see in the field the actual pro¬ 
cess at work by which settlers 
adjust themselves and their techno¬ 
logy to the natural environment — 
or fail to do so; one can see shifts 
of Government policy reflected in 
the landscape. In other words, one 
can, like the scientist in the labora¬ 
tory, make an estimate with some 
degree of precision of the forces 
that are at work — in this case, 
moulding the settlement pattern 
which one sees growing before one’s 
eyes. I, for one, find this a fascinat¬ 
ing study But It IS not without its 
dangers. For, with one’s geograph¬ 
er’s eyes, one is so fascinated by 
colonization fas 1 have defined it) 
that one is inclined to overweight its 
importance in the economy of the 
nation concerned; one comes, as 
it were to have a vested interest 
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in col<»nis«t^n and to defend it 
liont attadu as theokjgiam defend 
their religion. It ia only after a 
good deal of heait-eearohii^, in 
tac^ that I have brought myself to 
believe that in contemporary 
Ceylon the intensification of agri¬ 
culture on existing land ought to 
have priority over its extension on 
to new land. 

My concern here, however, is with 
the practical problems of planning 
colonization schemes rather than 
the issues that study of the problem 
raises in the mind of the academic. 
What I shall have to say on this 
theme is necessarily limited to my 
own experience, which has been 
exclusively Asian. I have worked 
on colonization in Ceylon in some 
detail *, and am planning similar 
work to be done in Central and 
Southern India later this year, i 
have abo seen, in a more cursory 
manner, something of the work of 
colonization that is being done in 
North India, Pakistan, Malaya and 
Indonesia. But I have no direct ex¬ 
perience outside these areas. My own 
work has further been limited by 
being concerned almost exclusively 
with peasants and not with planta¬ 
tions or other large units of land- 
holding. I have also been mainly 
concerned with rice-growers; hence, 
1 suppose, my preoccupation with 
irrigation and water-supply. 

Types of Decision Facing 

Authorities Planning Colo¬ 
nization Schemes 

I propose, to consider some of 
the types of decision that face Gov¬ 
ernments and other authorities seek¬ 
ing, for whatever reasons, to orga¬ 
nize Colonization schemes. I shall 
deal with them roughly in the order 
in which they face the authorities 
concerned, though clearly this order 
will vary from example to example. 

Choice of Area 
{aj Degrees of Freedom 

It should be obvious that the 
countries and regions of the world 
differ greatly among themselves in 
the degrees of freedom or “range 
of practical choice” when coloniza¬ 
tion is contemplated. For example, 
there is, with the area already culti¬ 
vated, a very small area of land 
available for development in the 
Republic of India, in spite of the 
much larger area classed as “cul- 
turahle waste”, the figures for which 


have misled many, and recently 
seem to have misled tfaf aOBo mn ist 

i bauer, who has sard -r “A large 
part of the rand surtojCe of .tndia at 
present uncultivated coiUd certainly 
DO made cultivable « « . in 

lact, no one knows how much waste 
land in India coaid bo cutUVated 
under given teffihnologicaf. -and 
economic conditions; hdt Indent 
preliminary studies sviggest piat 
It varies frcdn about 20^tiou hectares 
m crowded Kerala to 10U,U00 
hectares in East Punjab and per¬ 
haps rather more. in Assam.** Un 
the other hand, the areas cultivable 
in the Dry Zone of Ceylon, given 
irrigation from rivers by gravity, 
may be as much as 800,UOU hect¬ 
ares, or about 12 per cent of the 
area of the whole country. And the 
proportion of uncultivated but cul¬ 
tivable land appears to bo even 
higher in many countries of South 
east Asia, Africa and Latin America. 

So far 1 have used the term 
“cultivable” loosely, wishing merely 
to suggest that different countries 
have very different degrees of free¬ 
dom in contemplating colonization. 
The concept “cultivable” demands 
further examination. 

lb) The Assessment of Land 
Resources 

Resources of undeveloped land 
are often more apparent than real, 
not only because of misleading 
statistics like the Indian figures 
for “culturable waste” but be¬ 
cause cultivabiiity demands posi¬ 
tive qualities in land, and often 
data on these qualities is lacking, 
or, alternatively, show them to be 
present in only a proportion of the 
land apparently available. For 
example, maps of northern Cam¬ 
bodia show a great, apparently 
empty area in the south, bordering 
the Lower Mekong, and forecasts of 
whose future potential have not 
been lacking: but recent soil sur¬ 
veys by F R Moormann and R 
Dudal have shown these plains to 
be covered with infertile soils 
(“sols podzoliques gris sur alluvions 
anciennes’.’)’. In fact, the cultiva- 
bility of an area of waste land, so 
far as it is a question of soil, can 
only be determined by proper soil 
surveys. Experience over die last 
few years has cleariy shown that 
very useful- reconnaissance woik 
can be done by workers trained in 
geomorpbology who can classify 


land-forms in the field or from 
aerial photographs and then deduce 
the likely aoiU'’. Here is a practi¬ 
cable Ipml for the geomorpbo- 
logisls, and here again is a reason 
foi’ inclucUf^ geomorphoiogy in 
geogr^ihieal programme. 

The study of the vegetation cover 
on uncultivated land, either in the 
held or by aerial photos, is also a 
useful ^ indication of its agricultural 
^tential and, in particular, of the 
degree of deterioration resulting 
from h^n intervention. In this 
wnnection I should like to refer > 1 ® 
me valuable detailed mans of 
South India which have been pre- 
ajxording to the methods 
developed by Professor Henri 
Gaussen*. 

But soil is not the only 
iactor that makes an area cultiva¬ 
ble or incultivabie. The be¬ 
haviour of water in and below the 
Mil may be critical. In the Dry 
Zone of Ceylon, for example, there 
is an annual drought from June to 
September during which the water- 
table within the soil disappears ex¬ 
cept where maintained by a river, 
reservoir (“tank”) or channel. 
Ibis means that economically- 
valuable trees like the cocoanut. 
which need water perennially, will 
only grow near such surface water, 
where the water-table is high at all 
timre, a fact frequently neglected 
JH the selection of sites for coloiii- 
zation schemes and for wells 

(which clearly also demand ground- 
water near to the surface).*® 

Physical Restraints 

Why are the physical restraints 
on colonization so frequently 

neglected or misunderstood, whether 
in the large (as by economists like 
Golin Clark, who generalise about 
future cultivation the world over) 
or in detail, as in siting a well or 
a cocoanut grove in Ceylon? I have 
often pondered about this. Is it 

because in England, we have so 
disastrously separated humanists 

from scientists, drawing mort of 
our economists and public servanto 
from the former? Or is it that 

economists are so anxious to postu- 
late general laws (in true nine¬ 
teenth-century fashion) that to talk 
of water here and podsols there 
smacks of a quite unacceptable 
particularism — fit only for geo¬ 
graphers? Is the position different 
in France? 
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Water on surface is, of co^trse, 
as iiii{>oitaat a ccmsideration as 
water in the ground, eqiecially 
insofar as irrigation is necessary 
for climatic or agronomic reasons. 
I shall say nothing in detail about 
the planning of irrigation, except 
to make one point: that here is one 
sphere in wUch the Orientalists, 
who may feel themselves neglected 
by the modern world of scholar¬ 
ship and action, can come into 
their own. In Ceylon, for example, 
colonization in the Dry Zone has 
depended largely on the restoration 
of ancient irrigation works, and 
has been considerably assisted by 
detailed research, based on ancient 
literary sources as well as on held 
study, on the nature and function¬ 
ing of these works.^^ On the whole, 
however, the assessment of irriga¬ 
tion potential hinges firmly on 
work by hydrologists and engineers, 
such as is being done at the pre¬ 
sent moment in the Lower Mekong 
basin.** It is important, however, 
that these specialists should not 
work in isolation but as members 
of a team that includes geographers, 
foresters and others able, foi 
example, to estimate from consi¬ 
deration of the present land use 
pattern how severe is the danger 
that reservoirs and channels will 
choke with silt. This appears to 
be a subject on which not enough 
is known, if we are to judge from 
the fact that estimates of the time 
that would be taken so as to choke 
the Gal Oya reservoir m Ceylon 
varied from less than twenty years to 
1350 years ' ! '** 

The assessment of land and 
water resources is not, however, 
something that can be done in 
isolation, as though these resources 
were measurable in ^solute terms 
which remain constant for each 
and every case. Resources are only 
capable of realization in terms of 
a given technology, whether agri¬ 
cultural or irrigational. In many 
parts of tropica] Asia, for example, 
planners must think in terms of 
the traditional techniques of rice- 
cultivation and estimate the re¬ 
sources accordingly; that is. they 
must consider the area under re¬ 
view in terms of the suitability of 
its soils for rice, and assess the 
atea irrigable in terms of the de¬ 
mand of rice for water, given local 
techniques (which may be very 
wasteful of water). They must 


also ask themselves how local pea¬ 
sants, using techniques available 
to them. Will be able to use land 
that cannot, because of altitude or 
slope or sheer iack of water, be 
brought under irrigation. 

In these attempts, there have 
been many failures. The irrigable 
area has been laid out on assump¬ 
tions about water use that have no 
validity in local practice, and 
irrigation engineers (who tend! tp 
dominate this part of the planning 
process) tend to lay out channels 
to suit their carefully-surveyed con¬ 
tours and to decide that all land 
below the channel is rice land, all 
above it unirrigable garden land. 
Ignoring all surveys in the pro¬ 
cess “ There are colonization 
schemes in Geylon where the un- 
irngable gardens lie high above 
the water-table, so that cocoanuts 
and other valuable tree-crops will 
not grow, and the wells remain as 
dry and empty memorials to the 
folly of leaving everything to the 
irrigation engineer. Once again, 
a team of planners is essential. 

Social Consequences 

But man cannot live by bread 
alone, and least oi all in an 
oriental society are economics and 
technology the only social consi¬ 
derations It IS important at the 
planning stage to know something 
of the settlement pattern and land 
tenure customs of people already 
m the area under review. Again, 
the outlook of the engineer can be 
frightening. In the Anuradhapura 
area of Ceylon there are numerous 
villages already established, each 
round Its tank, each a social unit. 
Yet the engineer is apt to argue 
that the most efficient solution, in 
terms of water-use, is to sweep' 
away all those villages and to start 
de novo with large channels along 
the watersheds. He may, of course, 
be right, given his limited frame¬ 
work of reference, but we ought 
not to disturb these villagers with¬ 
out being fully aware of the 
technological and social conse¬ 
quences of what we plan. 

At this, point you may think me 
very conservative, wishing to pre¬ 
serve local technology and society, 
however backward. This is not. 
however, my point of view, I do 
not rule out plannii^; for changes 
that appear desirable — saving 
water, growing sugar instead of 
rice, irrigating from channels in¬ 


stead of tanks. But 1 inaial that 
we must first understand why the 
peasant does things as he does 
them (for the road in the Tropics 
is littered with the debris pf 
attempts to introduce a new techno¬ 
logy wholesale, without stopping 
to learn from indigenous practice), 
and that we must try to be aware 
of the social as well as the econo¬ 
mic consequences of what we plan. 
Tliis is not a job for the mere 
engineer. 

You may also say, rightly, “But 
what of the cost of all that you 
plan and what will be the return?” 
It is. of course- of vital importance 
to apply the sophisticated techni¬ 
ques of cost-benefit analysis that 
have been evolved to the initial 
study of potential sites for coloni¬ 
zation and for attendant irrigation 
and other works. It is eminently 
desirable to assess the cost-benefit 
ratios, too, for a senes of alterna¬ 
tive schemes for achieving the same 
end; for example, the merits of a 
dam at “A” compared with a dam 
at “B” or a series of small dama 
at “C”. “D”. and “E'; or the 
merits of thu cropping pattern as 
against that; or of a systent of 
brand-new channels as against the 
old tanks — though in that caae 
some estimate may have to be made 
of the social cost of disturbing the 
established socio-technological sys¬ 
tem, and that may prove unquanti- 
liable. There is also a need to try 
to assess not only the irUerntU eco¬ 
nomic efficiency of a proposal, hut 
also its external costs and benefits 
For example- the Mahaweli Ganga 
scheme or the Lower Mekong 
scheme, may affect not only the 
area to be irrigated but also that 
much lower down, which may on 
the one hand be saved from floods 
but on the other hand lose its an¬ 
nual tribute of beneficial silt, or 
even become subject to an inflow 
of brackish water from the sea 
through deltaic distributaries no 
longer able to preserve a seaward 
flow of fresh water 

No doubt the evolution of sophis¬ 
ticated techniques of relating bene¬ 
fits to costs is a task for the econo¬ 
mist. But there seems to me no 
reason why others should not apply 
them; and, once again, so compli¬ 
cated and inter-related are the 
quantities demanding measurement 
that work by a team seems to be 
indicated. 
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But I mutt hurry on, saying 
nothing of thr detailed planning of 
a coloniwitjon scheme (many of 
the problems of which have already 
(n fact been touched on, since they 
are often the local aspect of a 
general problem) 

(c) Thf (Choice of Colonists 

Let us turn to the question of 
the choice of colonists. This cannot 
altogether be separated from the 
exercises already outlined, for 
clearly consideration of technology 
and of social problems must be in 
terms of the groups who arc to be 
involved Often, moreover, the 
authority has no choice where 
some or all of its potential colo¬ 
nists are concerned. In the Terai 
scheme in Uttar Pradesh, for ex 
ample, most of the colonists are 
refugees from Pakistan who just 
had to he accommodated Frequent¬ 
ly some at least of the colonists 
will have to be those who have 
lieen dispossessed by reservoir con 
struction Where a choice has 
been open to the authorities, there 
has often been great confusion of 
aims about the purposes fur which 
selection has been made In Cey¬ 
lon, for example, there has been, 
and still is, confusion between two 
possible aims of colonization, is it, 
in the first place, to maximize pro¬ 
duction? Or is It, in the second 
place, to assist the landless and the 
impoverished? If the former, then 
rigorous economic considerations 
should be applied, colonists should 
he first and foremost good cultiva¬ 
tors, innovators too if a switch to 
new crops and new methods is de 
aired or is demanded by the cost- 
benefit analysis If the latter, then 
maximum neediness must be the 
criterion — a criterion remarkably 
hard to apply in a society where., 
strangely, it is not easy to say who 
» “landless” as the term is usually 
understood.” In practice, colonists 
are selected by an imperfect appli¬ 
cation of the second criterion hut 
expected to behave as thou.gh they 
had been selected according to the 
first In view of this problem I 
was led some years ago to suggest 
that colonies in Ceylon should be 
divided into two distinct categories, 
“Economic Colonies”, where the 
first criterion would be applied, 
and “Welfare Colonics”, subject to 
the second.'* At least one would 
then know the degree of subsidy 
involved . and accounting would 







have a greater air of reality. 

(d) Tenure m Cotonuaiton Schemes 
1 have left myself very little time 
in which to say anything about the 
system of tenure to he applied in 
colonization schemcb, and perhaps 
It is just as well, for this is a thorny 
issue Some have argued that colo¬ 
nists sliould he allowed to institute 
their traditional land-holding prac¬ 
tices on entering a colony, especi 
ally if they move in village groups 
But most Governments have been 
unable to resist the temptation to 
introduce new forms of tenure 
whtoli in one way or another are 
restrictive; people must he members 
of a (ooperative or they are forbid 
den to alienate or divide their land 
on inheritance. Usually the moti¬ 
ves, once again, are mixed — to 
recreate a formerly idyllic state of 
society (which jtrohably never 
existed) or to achieve this or that 
economic end In my experience 
the results of “imposing” a form of 
tenure are usually not those envi¬ 
saged by those who planned them.*’ 

(e) Appraisal 

This brings me to my final point 
— the need for constant evaluation 
and appraisal of results in coloni 
zation schemes 1 am fundament¬ 
ally ail empiricist I have grown 
more and more sceptical of efforts 
to forecast exactly what will hap¬ 
pen when this or that scheme is ini 
plemented, however careful the 
planning, however single the aim, 
however wide the composition of 
the team of planneis. So often, in 
practice, the unexpected happens. 
For this reason alone, quite apart 
from the interest of colonization as 
an experiment m settlement geo¬ 
graphy, I consider it essential that 
there should be a constant watch 
on young colonization sch¬ 
emes, so that as far as possible, 
local, mistakes may be rectified and 
broader issues of policy reviewed 
I do not believe that this can he 
done except by field studies, for 
only thus do the forces at work 
begin to be apparent. 
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On the Economics of Relative Efficiency 

of Small Farmers 

l^alc Bbunmidar 

Why is it that the input of labour fond hence output per acre) u restricted in the larger farms at a 
point below that for the smaller farms? 

The explanation given by Amartya Kumar Sen (Annual Number, 1962) is that onall farmers 
want to maximise output per. acre (since their sd.f~ supplied labour >u costless), whereas large farmers 
want to maximise pro^s (since they have to pay hired labour). 

Dr Mazumdar questions the validity of the assumption that self-supfdied Labour u “costless”, and 
argues that the explanation is ruled out by the findings of the Farm Surveys that both small and Im-ge farms 
make use of some hired labour. 

So Long as any hired labour is used, the marginal .supply-price of labour to the farm will be given 
by the, ruling wage rate (since hired labour can be taken to be in elastic supply at this wage-rate), and 
consequently input of labour would he carried to the same point in farms of various sixes, so long as the 
production function is the same. 


'J'HE data presented by the Farm 
Management Surveys in India 
have added another example to a 
phenomenon observed in many 
parts of the under-developed world, 
viz that in peasant agriculture, as 
the size of farms decreases, the 
output per acre increases. The most 
well-known example so far of this 
phenomenon has probably been the 
finding of Professor P T Bauer in 
Malaya that output per acre in small 
holdings was so much more than 
in large plantations (For a short 
statement, see P T Bauer, Economi- 
ra. 1946 ) In the rubber industry 
of Malaya, this situation was com¬ 
plicated by the fact that factor pro¬ 
portions W( re seen to be widely 
different in plantations and small 
holdings, i r. capital was used much 
more relatively to labour in plan¬ 
tations In the Indian surveys there 
is no such difference in capital- 
labour ratio by farm size within 
the range of observation. The high¬ 
er output per acre in smaller farms 
IS really a function of the higher 
input of labour per acre — the 
other factors varying more or less 
m the same proportion as labour 
It IS also seen that in smaller farms 
with higher labour input per acre, 
the output per acre increases, but 
the output per labourer decreases. 
That ie to say, we have a classical 
type of production function involv¬ 
ing land and labour, with decreas¬ 
ing returns to labour, but the mar¬ 
ginal product of labour being still 
positive in the lowest size-group of 
farms observed. 


We have to explain why it is that 
the input of labour (and hence out¬ 
put per acre) is restricted in the 
larger farms at a point below that 
for the smaller farms. The explana¬ 
tion that has been given by Amart¬ 
ya Kumar Sen (The Economic 
Weeidy, Annual Number, 1962) is 
that small farmers want to maximise 
output per acre (since their self- 
supplied labour is costless), whereas 
large farmers want to maximise pro¬ 
fits (since they have to pay hired la¬ 
bour) . This was incidentally also 
the argument offered by Professor 
Bauer in the Malayan case refer¬ 
red to. Apart from the doubtful as¬ 
sumption of self-supplied labour be¬ 
ing “costless” the explanation 
breaks down when we note the fact 
that in the data pre.sentcd by the 
Farm Surveys, both small and large 
farms make use of some hired la¬ 
bour. So long as any hired labour 
is used, the margined supply-price 
of labour to the farm will be given 
by the ruling wage rate (since hired 
labour can be taken to be in elastic 
supply at this wage-rate), and con¬ 
sequently input of labour would be 
carried to the same point in farms 
of various sizes, so long as the pro¬ 
duction function is the same. A 
more satisfactory explanation of 
variations in the input ei labour 
by farm size is given below. 

We shall assume that the opert- 
' tor of the farm wants to maximise 
total profits from his given hold¬ 
ing Then our ' explanation must 
show that the supply price of the 
marginal unit of labour used ia 


higher for larger farms than for 
smaller ones. We have the addi¬ 
tional data that both small and 
large farms make use of family la¬ 
bour as well as hired labour, but 
that the proportion of hired labour 
is substantially smaller in the smal¬ 
ler farms. 

We can reasonably assume that 
the supply price of hired labour it 
the same for farms of all sizes and 
since ino single farm is big enough 
to influence the price of labour, the 
supply curve of hired labour is 
perfectly elastic for all farms at 
the given wage. There is no direct 
evidence about the nature of the 
supply curve of family labour. 
We then need a theory of the supply 
price of family labour before we 
can proceed to explain the observed 
facts about variations in labour in¬ 
put. Of couse, we can simply «ay 
that the supply price of family lab¬ 
our ia higher in larger farms than 
in smaller farms, because it includes 
some valuation of human labour 
expended at market wages. But this 
controversial element is small. 
This is not very much of an ‘ex¬ 
planation’ of an observation; it is 
rather stating the observed facts 
in different words. 

Sup^r Price of Agricultural Labour 

The only reasonable theory of 
the supply price of labour that 
I have seen in the situation, where 
employment is less than full-time, 
is one which relates the wages of a 
unit of labour to the amount of 
work time put in by it. I have 
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been rapid in the last decade as can be seen 
from these figures - 

PRODUCTION HAS NEARLY TREBLED 
In the last eight years; from 23,943 tonnes 
in 1952.>53 to 67,925 tonnes In 
106O-’6l. The target of production by the 
end of the Third Five-Year Plan is 80,000 
tonnes, 

CONSUMPTION IN INDIA HAS INCREA¬ 
SED from 26,000 tonnes in 1955-'56 to 
over 35,523 tonnes in 1960-’61. 
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1 951 -’52 to 32,271 tonnes in 1 960-'61. 
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plain the determination of agri* 
cultural wages under conditions of 
surplus labour In this earlier 
discussion I had expressed the 
function too much in physical 
terms (following Harvey Leibens* 
tein): a higher wage is required 
to call forth a larger supply of 
work days from a labourer because 
he can be physically more eflScient. 
The functional relationship is, how¬ 
ever, valid not only because of 
such considerations of physical 
efficiency but also for psychological 
reasons. Marginal disutility of 
labour is a function of the work 
units supplied. 

Of course, with a generally rising 
function relating wage to the number 
of work-units supplied by a labourer, 
the nature of the function connec¬ 
ting the marginal supply price of 
a work-unit (equivalent to the mar¬ 
ginal cost of a work-unit) to the 
number of work-units supplied is 
indeterminate. In the range in 
which the supply of work-units 
increases proportionately more than 
the increase in wage, the marginal 
supply price of a work-unit will be 
declining; and conversely But the 
empirical evidence that has accu¬ 
mulated about the level of employ¬ 
ment and wage-rates of casual agri 
cultural labour tends to show that 
in regions where there is a smaller 
number of days of work secured 
by an average agricultural labourer, 
tbe daily wage-rate also tends to 
be lower. Thus if we think of the 
supply curve of effort for an agri¬ 
cultural labourer as one relating 
the number of work-days supplied 
per year to the annual earning, 
then clearly the function is of a 
kind that produces a higher mar¬ 
ginal supply price of labour 
(equal to the daily wage-rate) as 
the number of work-days supplied 
increases *. 


Bii«d l-dilMMar sttd faiailT' Ls i loa r 

In what follows we shall bP as¬ 
suming diat this positive relatioii- 
ititip between the marginal supply 
price of effort and the volume of 
effort holds good generally, what¬ 
ever time-period we may be con¬ 
sidering. Assuming such a relation¬ 
ship for all labour, what conclu¬ 
sions do we reach about the supply- 
price of family labour compared to 
that of hired labour? The distingu¬ 
ishing characteristic of family la¬ 
bour is that whereas hired labour 
gets only its marginal product, fa¬ 
mily labour will get more than its 
marginal product because part of 
the rent element accrues to it. In 
the case of family labour supplied 
by owner-cultivators, the whole of 
the rent is enjoyed by it. In the 
case of tenant cultivators, family 
labour will get more than its mar¬ 
ginal product so long as the tenants 
have to pay less than economic 
rent (We sWll come back to that 
possibility later on). If then the 
function connecting supply of effort 
and earnings is the same for hired 
labour and family labour, we can 
say that for the same volume of 
effort, the supply price of family 
labour (which is equated to the 
marginal product) will be less than 
that for hired labour. 

For an individual farm, there¬ 
fore, the supply curves for the two 
types of labour look like those 
shown in Fig 1. There is a given 
wage for hired labour determined 
by the average number of work- 
units it has to supply in that area. 
(We need not go into the exact 
mechanics of the determination of 
this wage here). For all volume of 
work leas than this supplied by fa¬ 
mily labour, the supply curve of 
family labour is below the given 
wage—and the supply curve begins 
to rise above the wage level only 
when the volume of work a unit fa¬ 
mily labour is called upon to supply 
exceeds by a certain proportion the 
average amount supplied by a unit 
of hired labour to the area as a 
whole. Family labour will then be 
employed by a farm up to the point 
where its supply price is equal to 
the wage-level of hired labour, and 
further requirements for labour 
will be met bv employing hired la¬ 
bour. Now, given this situation, it 
appears that the labour input will 
be larger in smaller farms (assum¬ 
ing the same production function 


for all fasms) only if tho latter do 
not employ any hired labour at all. 
If any hired labour is ci^loyed by 
all the farms, the marginal supply 
price of labour will be the (cons¬ 
tant) wage level for all forms, and 
input of labour will be carried to 
the same point. But as we have seen 
before, hired labour is employed by 
small farms as well as large farms, 
though to a smaller extent. How 
then do we get the result we have 
observed? 

Labour Ininit in Composite Units 

The answer is that we cannot add 
the supply curves of the two types 
of labour in the text-book way as 
we have done above because of Uie 
fact that labour input in the pn>- 
ductiem process in agriculture is not 
regular and invariable for all work¬ 
ing days. Where hired labour is 
used intermittently and only for 
some days of the year, one must 
think of the use of such labour os 
making possible the profitable use 
of further units of family labour 
on other days. Thus in the produc¬ 
tion process of the farm we can 
think of labour input being mea¬ 
sured in composite units made up 
of units of family labour as well 
as such units of hired labour as are 
required to make the former effect¬ 
ive. The idea can be illustrated 
with a simplified example. Suppose 
the year is divided into two parts 
— a busy .season and a slack sea¬ 
son. Assume also that the supply- 
function of family labour relates 
its supply price not to the volume 
bf work supplied for the year as 
a whole, but to the volume of work 
supplied in each season separately. 
The supply price of a marginal unit 
of family labour in the slack sea¬ 
son is given by Aj (Fig 2). But to be 
effective in the production process, 
this marginal unit of labour has to 
be associated with an additional 
unit of labour in the busy season; 
and at Aj this additional unit re¬ 
quired is sunnlied by hired labour 
at the prevailing wage rate. The 
composite marginal unit of labour 
is then made up of the unit of fami¬ 
ly labour in the slack season, and 
the associated unit of hired labour 
in the busy season. The price of 
the marginal unit will be the «iim 
of the supply prices at A, and At. 

Of course, the production year 
need not be broken up into two 
seasons only. More realisticallv per¬ 
haps, it would be split monthwise. 

1261 



, I»' ^ 1 

mt im "' 




THU 'Bco'woiirc.V'Wii^iSr- 



Work the VISADEX way to get the 
best out of your men, machines and 
materials. 

VtSADEX can tell you what you need to 
know at a glance VISADEX offers you a 
fluent indexing system by which records 
are kept on cards, while colour signals 
spotlight what things are m stock or 
needed, whether production is ahead 
of or behind schedule, sales are increas¬ 


ing or decreasing, where to intensify 
advertising, which department requires 
more personnel, who owes you and how 
nauch ..VISADEX, m short, affords 
greater control at less cost, besides 
keeping records secure 


Our VISADEX Rcprcscntji,»c will be happy 
VlSADry^°^ '^"hout c,bl,«.-,t,0M, how simple 
or r, Will, Card Pockets 

or Brass Card-holders—and how easily it can 
your specific requirements. 



Write for descriptive illustrated folder Our Offices at 
Bombay - Calcutta - Madras • Delhi 
Stockists al( over India & abroad 


Kanpur • Hyderabad 




























Fiimre 2 




But the argument remains the same. 
A marginal unit of labour input is 
composed of additional units of la¬ 
bour required to be put in several 
months. In some months that are 
busy the additional labour unit is 
supplied by hired labour, and in 
other slack months it is provided by 
family labour. 

It is now seen how the supply 
price of the marginal labour input 
wrill be higher for larger farms. In 
the larger farms where the poten¬ 
tial supply of family labour per 
acre is relatively less^, for the same 
volume of labour input, the margi¬ 
nal input of labour is made up 
with a rather larger proportion of 
hired labour than in the smaller 
farms (as, indee,d, is shown by our 
data). This will in itself make th<’ 
marginal supply price of labour 
higher in the larger farms This 
tendency is reinforced by the fact 
that the supply price of family la¬ 
bour in the slack months could also 
be expeclvd to be higher foi the 
larger farms. 

Full Empiorment Conslrnint 

Apart from the fact that the maf- 
ginal supply price of family labour 
exceeds the wage level of hired la¬ 
bour in the busy season, there 
another reason why input of hired 
labour may be associated with a 
marginal increment of family labour 
in the slack season. This is due to 


the fact that when certain types of 
agricultural operations have to be 
concentrated within a few days, 
family labour supply in individual 
farms will, on su^ days, come up 
against the constraint of full em¬ 
ployment, even though for the month 
concerned there is rather less than 
full employment. The required la¬ 
bour input can then be provided by 
hired labour only. Since this sitha- 
lion will occur more loften for a 
larger farm, the proportion of hired 
labour units in a marginal compo¬ 
site unit of labour input will be 
larger for the larger farms — and 
lienee the price of such a unit will 
be higher. 

Thus from the suggested hypothe¬ 
sis involving a supply curve of effort 
for family labour, we are able to 
explain the larger input of labour 
m smaller farms which we set out 
to explain. The result follows as 
long as the marginal .supply price 
of family labour is less than the 
wage rate for hired labour in, at 
least, part of the slack period. Given 
our basic supply-of-effort function, 
this will always be so if the total 
work-time put in by a unit of fami¬ 
ly labour in these periods is less 
than tlie work-time supplied by an 
average hired labourer to the area 
on a whole. The possibility will be 
reinforced for owner-cultivators who 
appropriate the rent element, and 
also for tenants as long as they pay 
less than economic rent. 

It might be asked that, if the out¬ 
put per acre is higher for smaller 
farms due to the reasons given 
above, will it not be more profit¬ 
able for owners of larger holdings 
to lease out iheir holdings m small 
units instead of depending on hired 
labour to the extent they do? There 
are probably many non-economic 
and conventional factors preventing 
this, but the analysis given above 
enables us to indicate at least one 
possible reason why this may not 
happen due to economic consider¬ 
ations. The higher output per acre 
on smaller farms is, as we have ar¬ 
gued, due to the supply price of 
the marginal unit of family labour 
being reduced. When the owner- 
cultivator of a larger holding leases 
out his holding in smaller units, 
there are two opposite inSuences on 
the supply price of the marginal 
unit of family labour. On the one 
hand, the availability of a larger 
stock of family labour per acre de¬ 


creases its nuti^nttl supply price; 
but while the owner-cultivator it 
able to appropriate the economie 
rent, the tenant has to forego it, 
thus increasing the marginal supply- 
price of family labour put in by 
the latter. It follows that to enable 
the output per acre to expand, the 
owner who leases out his land may 
have to accept only a part of the 
economic rent, and a smaller part 
of a larger output may not give 
him a more profitable position. 

It IB reasonable to believe that 
the reduction in the marginal sup¬ 
ply-price of family labour that can 
be achieved through a given reduc¬ 
tion in the volume of effort per acre 
put in by a unit of family labour 
wilt be smaller when we etart from 
a lower level of supply of effort 
per acre than wlien we start from 
a higher one. This means that the 
profitability of leasing out lands in 
smaller units will diminish as the 
size of holding to be leased out 
diminishes. Unfortunately, the U P 
Survey does not give the informa¬ 
tion separately for tenant-cultivated 
and owner-cultivated holdings. So 
we do not know the division of hold¬ 
ings between these two groups in 
different size-groups. Nor have we 
any information available from the 
Survey about rent paid by tenants 
by size-groups of tenanted holdings. 
Taking all holdings together, only 
7-8 per cent of all cultivated area 
falls in the size-group of holdings of 
under 5 acres—even though the out¬ 
put per acre is highest for this 
group The modal group of hold¬ 
ings as far as area cultivated is 
concerned is 10-15 acres where the 
output per acre is about the average 
and something like 25 per cent be¬ 
low the output per acre in the smal¬ 
lest size-group It is my hypothesis 
that when the relevant data are 
available, it will be found that the 
small holdings will be either owner- 
operated or tenanted holdings with 
a lower than aveiage incidence of 
rent. 

Notes 

’ ‘The Marginal Productivity Theory of 
Wages and Disguised Unemployment’, 
RetJiew of Economic Studies, June 
1959. 

: Ibid 

’ See m particular, the study of waar- 
rates in different regions of U P by 
C N Chaturvedi (Govt of U P Sta 
tistical Division, 1944)' 

•* The number of acres in a farm per 
family worker mcreases continuously 
from 1.5 for farms under 5 acres to 
10.0 m fannfi above 25 acres. 
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^C04rperidion hat failed; it mutt succeed” is the oft-repeated slogan of the All-India Rural 

Survey. 

One wonders whether m view of the recent developments in cooperative planning and the pretent 
state of cooperaUves, the slogan should not be changed into : 

''Cooperation has succeeded; but U is bound to fail under the existing circumstances''. 

From barely 3 per cent in 1951-2, the proportion of credit needs met by cooperatives has risen to 
about 20 to 22 per cent in 1902-3. 

But if the Rural Credit Follow-up Survey is any guide, the credit cooperatives, except perht^ in 
some areas of Maharashtra and Gujarat, are hardly anything more than a convenient agency for disburse¬ 
ment of concessional finance received from the Reserve Bank. 

While the accommodation offered by the Reset ve Bank has increased from less than a few crores in 
1951-2 to more than Rs 150 crores m lS)02-3, there has been very little growth tn either the resources or the 
efficiency of cooperatives. ' _ 





Whithmr Cooperatives ? 

(CootrOiited) 


'y. 
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the proportion of borrow¬ 
ings by cultivators through co¬ 
operatives has increased from a bare 
3 per cent to 20 per cent in 
1962-3, one may legitimately ask, 
IS this not an indication of the 
growth of cooperatives? Admit¬ 
tedly, thanks to the concerted 
efforts made by the Reserve Bank in 
1956-60, the financing agencies 
(state and central cooperative 
banks) are stronger today. But 
the primary credit society, inspite 
of a substantial increase in number 
and coverage of villages, conti¬ 
nues to be as inefficient a lending 
institution as it was before. The 
‘improvement’ in working of co¬ 
operatives can hardly be said to be 
due to increased efficiency of the 
cooperative societies themselves 
and, in fact, it is not unlikely that 
cooperatives today are more vulner¬ 
able than they were before. 

The second question which can 
justihably be asked Ls why is it 
that there has not been any signi¬ 
ficant increase in deposits and own¬ 
ed funds of cooperative societies? 
To a large extent, the increase in 
deposits might as well be termed as 
fictitious inasmuch as the undrawn 
proportion of the credit limits fixed 
hy the higher financing agencies is 
shown as deposits of the borrowing 
institutions! With regard to owned 
funds also, thanks to the substantial 
increase in the funds allocated for 
state contribution to share capital, 
the position of share capital of co¬ 
operatives has improved. As re¬ 
gards share capital held by mem¬ 
bers, is it not well known that the 


general practice is for the coopera¬ 
tives to deduct a part of the credit 
sanctioned and to take it as share 
capital held by the member? Thus 
even purchase of shares of coopera¬ 
tive societies is financed out of funds 
received from the Reserve Bank. 
It is thus obvious that statistics of 
the cooperative movement do not 
show the teal picture. 

End of Cooperative Planning? 

What is the reason for this sorry 
state of affairs? For a proper 
understanding of the factors that 
have led this country to this mess, 
one has to view the problem in the 
historical per^iective. Though the 
cooperatives were being organised 
since 1910s, it was not until 1940s 
that any concerted efforts at deve¬ 
lopment of cooperatives were made, 
and that too, only in the pre-re- 
organised Bombay State. It was 
only after the publication of the 
Report on All-India Rural Credit 
Survey in the year 1954 and adop¬ 
tion, if only for the Second Plan, 
of the Integrated Scheme of Rural 
Credit (ISRC) recommended in 
that report, that some semblance of 
concerted endeavour at cooperative 
planning was evidenced. 

The Rural Credit Scheme, how¬ 
ever, had its opponents not only in 
the Government circles but also 
among influential groups within the 
cooperatives. The strongest op¬ 
position to the ISRC came from 
the Gandhian fundamentalists and 
“village management” school in 
the Government who support the 


Community Development philosophy 
which was being propagated from 
the year 1951-2 under American 
sponsorship. These forces (whose 
rationale lor opposition to the ISRC 
was that the scheme would thwart 
the development of village leader¬ 
ship because of the state participa¬ 
tion) joined the vested interests 
within cooperatives whose future 
was in jeopardy because of state 
participation. These forces, gene¬ 
rally under the hegemony of (1) 
the village trader-cum-moneylender 
(who was being exposed by the 
state nominees appointed after 
state participation) and (2) the 
urban-oriented vested interests in 
the central cooperative banks who 
saw in the Rural Credit Scheme a 
threat to their power, opposed the 
scheme on the issue of official versus 
non-official leadership. Thanks to 
the successful reversal in 1957-8 of 
the policy of state participation, the 
entire ISRC was virtu^ly aban¬ 
doned. With this, the fate of 
Indian cooperatives in the Nehru- 
social ism era was also sealed. 

This prognosis, which implies the 
failure of the cooperative develop¬ 
ment schemes and along with it, 
the failure of agricultural develop¬ 
ment also, needs to be critically 
examined in the light of the various 
socio-economic factors. For those 
who view the problems of coopera¬ 
tives as one of educating the peo¬ 
ple in the theory and practice of co¬ 
operation or of developing and 
Strengthening the cooperative orga¬ 
nisation through larger financial 
aid or of developing village leader- 
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ship through seminars, coi^rences 
and Bharat Oarahan tours, the 
statement that the cooperatives are 
on the verge of failure (if they have 
not aliTody failed) would appear 
to be unrealistic and much too 
pessimistic. But if one reads be¬ 
tween lines the verbose and diplo¬ 
matically drafted Follow-up Survey 
Reports, one cannot help feeling 
that cooperative planning has gone 
astray, that a polity of diifl has re¬ 
placed cooperative planning and 
that as a lesult, the movement has 
suffered, h is llierefore important 
to know the reasons why, inspite of 
the fanfare and publicity, coopera¬ 
tive planning has failed. 

Sot iul Knvironninnt 

The woiking of a cooperative 
riinnot he ton.sidered in isolation of 
the social environment in which 
it works. The village in India to¬ 
day is ca.sle ridden and castes are 
generally, if not always, synony¬ 
mous in individual village with 
economic classes Thanks to the 
land reforms, however tardy and 
half-hearted, the power that was 
associated with the concentration 
of land ownership has been dissi¬ 
pated to a considerable extent 
though It has not vanished alto¬ 
gether. Ownership of land, how¬ 
ever, has been traditionally asso¬ 
ciated with moneylending, trading 
or shopkeeping And with the par¬ 
tial breakup of landholding, the ex¬ 
owners have generally concentrated 
on lrndirig-< um-moneylending. Thesi' 
money lendeis-cum-tradcrs who to¬ 
day dominate the cooperatives are 
ownets of the best houses in the 
village and, therefore. invariabJv 
play host to government officers 
and '.stale nominees' when they 
visit the village for inspecting co¬ 
operatives Can anyone imagine 
such an official reporting against 
his ho.st. the village moncylendcr- 
cum-trader-cum-chairman of the co¬ 
operative society'* What is more, 
the village moneylendcr-cum-tra- 
dcr in the rural areas and the chair¬ 
man of the marketing society in 
urban areas are generally important 
entities in the political organisation 
OS ajso in the district level hoard 
and the zitla panwhad. These ‘non- 
official^' or ‘leaders of cooperatives’ 
■who modestly call themselves as 
‘‘cooperative workers” always have 
direct oecess to the senior officials 


of the Cooperative Department, is 
it not to® much to expect a lowly 
paid Inspector of Cooperatives to 
report against a person who ha.s 
direct contact with his seniors? 

Keanonw for Failure 

Does this mean tliat the basic 
ihesi.s of the ISRC, namely, that of 
combining llie progressive foiccs of 
the state with the ‘weak’ in the 
rural areas against the reactionary 
forces of the village tiader-cum- 
moneylender was wrongly conce¬ 
ived ? ' The answer i'- both ‘ ves ’ 
and ‘no' depending uiKiii one s 
view of history To a Marxist who 
conceives of the state as an instru 
irient of the upper class, the ISRC 
IS worthless, misguided idealism, 
and worse To a pragmatic student 
of histniy who conceives of the 
state a.s a democratic institution, 
there w nothing illogical in recom¬ 
mending the use of state a.« a force 
against the reactionary forces of 
trading and moneylending interests 
In fact, It would have been possi¬ 
ble foi this country to effect radical 
changes in the social structure, 
especially in the rural areas, if it 
were possible (I) to imploineiit 
fully the land reform measures 
envisagesl m the First Five-Yeai 
Plan, thus completely eliminating 
the •■pnctionary foices of land 
loidism, and (2) to develop co¬ 
operatives through stale aid and 
state participation, thereb) redur 
mg the powei of the trading-ciim- 
iiioiieylending classes in society 
While the fust objective has been 
partially achieved, the second may 
he said to have been relegated to 
the hackgiound. especiallv since 

19,57 8 
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Concerned as we are only with 
the second objective, analysing the 
reasons for the failure of the ro- 
operative development plan.s, one 
finds that the important factors 
responsible for the failure of co 
operatives are (1) confusion of 
ideology regarding cooperatives, 
(2) ineffective implementation of 
the state participation scheme, and 
(.5) failure of the state and slate 

1 See “ Context for Cooperatives ” by 
Daniel Thorner, The Economic 
Weekly Annual Number 1962 and 
“Rural Cooperatives — Out of Con 
text”. The Economic Weekly 
March 3. 1962 


aided institutions to implement 
the crop loan system. 

Right from the initiation of the 
reoriented system of rural credit in 
1949 in the pre-reorganised Bombay 
State to the time when the attack on 
the lSK(i was initiated by the Gov¬ 
ernment of India in general and the 
Planning Commission in particular 
in the year 1956-7, the ideology on 
the basis of which cooperative 
(levelopmenl plans were being 
planned was that explained in the 
Report of the All-India Rural Cre¬ 
dit Survey Committee, viz. 

(1) Building up the business 
efficiency of cooperatives by (a) 
making the institutions viable, (b) 
piovision of trained personnel, and 
(r) adequate financial aid; 

(2) Appointment of state nomi¬ 
nees to counter the power of the 
rural vested interests; and 

(3) Formulation of rules and 
procedures regarding sanctioning 
of credit limits in such a manner as 
to pi event arbitrary use of powers 
either by the vested interests with¬ 
in the cooperatives or by the govern¬ 
mental organisation connected with 
inspection of cooperatives. 

Irrelevant Issues 

But unfortunately all these three¬ 
fold objectives of the cooperative 
development plans were relegated 
to the background and those_ con- 
nerted with cooperative planning 
misdirected their efforts at solving 
less important issues such as large- 
size verius small-size cooperatives, 
whether supervision .should be the 
prerogative of the financing institu¬ 
tions or government, whether state 
participation in cooperatives should 
be direct or indirect All these 
issues, even though they have some 
bearing on the basic objectives oi 
ideology, are of lesser importance, 
hut as subsequent developments 
have proved, the less important 
issues demanded at times so much 
attention of cooperative planners 
that they had little time to attend 
to the more important objective of 
tfir development of cooperatives. 
To make confusion worse con¬ 
founded, the school of ‘village 
management’ which has entrenched 
itself in the Planning Commission, 



th« «q^rterB of the idea of d 9 ve> 
lopment of “village leadership at 
the grass roots level’’ with moral 
and pseudo-scientific support from 
“foreign experts” (mostly from 
America) and finally the 80 *caUed 
“Extension school” which, obsessed 
with the idea of taking the ‘ideas in 
the laboratory’ to the field through 
visual aid te^niques etc (the early 
supporters of the Agricultural 
Package Programme) started a 
concerted attack on the ISRC. 

While the confusion in ideology 
can be explained away by honest 
(was it always so?) differences of 
opinion between different schools 
which were themselves well-wishers 
of the Cooperative Movement, the 
position appears to be quite diffe¬ 
rent with regard to the failure of 
the scheme of state partieipation. 
The year 1957-8 which witnessed 
the reversal of the poliey regarding 
cooperative development plans 
particularly in the matter of state 
participation also saw the birth of 
service cooperatives and the paddy 
pilot schemes which were precursors 
of the Intensive Agricultural District 
(Package) Programme. The fact 
is that the service cooperatives, as 
now envisaged, are hardly any 
different from the multipurpose co¬ 
operatives envisaged prior to 1951. 
Yet they were and are being pro¬ 
pagated On the simple assumption 
that what agriculturists need i« a 
single cooperative institution which 
can meet their varying require¬ 
ments and not .several specialised 
institutions as envisaged in the 

ISRC. 

Slate Participation 

The adherents of the .school of 
‘village leadership' also argued that 
service cooperatives would encour¬ 
age village leadership while large- 
size state-partnered societies would 
only encourage bureaucracy, all 
the time forgetting that the basic 
reason for the failure of coopera- 
to be the domination coopera¬ 

tives by vested interests It was, 
therefore, not surprising that when 
a new Cooperative Act was being 
passed in the state legislature in 
the most progressive of the states, 
namely, Maharashtra, the Congress 
Ministry was apologetic about its 
support to state participation and 
even offered a guarantee that no 
state nominees would be appointed 
in cooperatives. Though even now 


there is State participation even in 
the service cooperatives, sUch parti¬ 
cipation is treated as additional 
financial aid to cooperatives rather 
than os an Important innovation for 
strengthening the institutional frame¬ 
work. 

Crop Loon Scheme 
The failure to implement the 
crop loan scheme ^ more difficult 
to explain. It is particularly im¬ 
portant to remember in this con¬ 
text that the vested interests are 
not necessarily always only the 
village trader or the moneylender. 
Even an agriculturist who has 
managed to get large funds from 
the central cooperative bank through 
manipulations (ie, by depriving 
other cultivators of loans of ad¬ 
equate size) has himself a vested 
interest: so has an official of 
Government or Central Bank who 
connives with this farmer. It is 
only in a cooperative system where 
the rules are vague, where it is 
possible to exetcise arbitrary powers 
in reducing or enhancing credit 
limits, and where one can give 
larger loans to one’s friends and 
deprive others who are not favou¬ 
rites without being called upon to 
give any explanation to any body 
that vested interests thrive The 
basic cause of this malady is the 
vagueness in the rules and proce¬ 
dures, and the absence of clearly 
defined criteria in regard to scales 
of finance and defective allocation 
of powers regarding supervision, 
inspection and audit, and scrutiny 
of credit limits. The crop loan 
system, shorn of its techniralities, 
aims precisely at reformulating 
these rules and procedures and re¬ 
defining the rights and duties of 
various institutions and state autho¬ 
rities who are directly or indirectlv 
connected with the sanctioning and 
disbursement of loans. The sem¬ 
blance of an attempt at introduc¬ 
ing the crop loan system was made 
in the pre-reorganised Bombay 
Stale as early as 1951-2 which was 
perhaps the most important rea.son 
for the relatively successful deve¬ 
lopment of cooperatives in that 
area. Subsequently, in a valuable 
document entitled “Report of the 
Crop Loan Evaluation Committee” 
appointed by the Bombay State Co¬ 
operative Bank, cfear cut recom¬ 
mendations were made regarding 


the way in which the crop loan 
system ought to he implemented, 
That though some of the persons 
connected with this Committee are 
by now placed in very strategic 
and important positions, very little 
progress has been achieved in crop 
loans can only be explained by the 
demoralisation of cooperative wor¬ 
kers or confusion in ideology. 

Paradoxical Situation 

Under these circumstances, it is 
hardly surprising that (1) a vill¬ 
age moneylender finds a new co¬ 
operative society a convenient 
agency for getting hack the loans 
advanced earlier by him to the 
agriculturists: (2) a trader finds a 
marketing society a convenient 
centre for assembling of produce, 
once the headquarter of the market¬ 
ing society is located in the office 
of the processing plant owned by 
him: (.S) cotton merchants who 
have influence in the central bank 
find the cooperative spinning mill 
(whose share capital was raised by 
the central bank of deducting a cer¬ 
tain proportion of the total credit 
limit sanctioned to cooperatives) as 
a convenient mode for disposal of 
produce and at the same time avail 
of concessional finance in the form 
of trade credit, offered by the 
central cooperative banks with the 
help of the Reserve Bank, and (4) 
agents of Bombay cotton buyers 
find marketing cooperatives in the 
upcountry areas a convenient agen¬ 
cy for credit, practically interest 
free, in the form of trade credit 
from marketing cooperatives which 
in turn are financed at a conces¬ 
sional rate of interest by the Reserve 
Bank 

Thus what we are observing to¬ 
day is a pradoxical situation. In- 
spite of the best of objectives, a 
clearcut ideology and a well laid- 
out scheme, the very institutions 
which were meant to strengthen the 
bai'gaining power of the weak 
against the strong have been turn¬ 
ed by the strong to their own 
use, for furthering their own ends. 
In other words, the State, instead 
of joining with the weak to pro¬ 
vide a bulwark against the strong, 
i.s being used as an instrument by 
the strong for exploiting the weak. 
Can such an institutional frame¬ 
work be viable over a period of 
lime? 
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Notes on Indian Rates of Growth 

Walter € Neale 

With the assurance of 

Dmui S Sanden 

These notes report on some compulations tmd statistical fiddling with a few Indian macro-economic 
series, tax data, and assumptions, and had their origin in the author's conviction that the number of shoes- 
leithdttces among the poorer sections of the population had increased more between 19% and 1960 than t^ 
national income figures warranted. But since such bus-stop observdtions are unscientific it seemed necessary 
to find other means of arguing that India was developing more rapidly than generally thought. 

Other beliefs, or hunches, contributed to this feeling: {street corner) observations of a swelling 
small-scale sedtor, the absence of famines, the vague complaints of the upper and middle classes, which are 
apt to be indications of rising welfare among the lower orders, and a rutmiber of surprising assertions by 
P W D officials and farmers in Ahmednagar District that there was a labour shortage. 


'JpHE basic equation to which series 
data were fitted was 
log V = a + bx 
where Y was the series data; 

X, the years; and 
b, the log of the rate of 
growth* 

It is noticeable that the first 
strong upsurge in the national in¬ 
come and agricultural aeries comes 
between 1951-2 and 1952-3, while 
the first sharp increase in the in¬ 
dustrial scries occurs betwoen 1953 
and 1954. Since my interest was 
not in Plan periods but in growth- 
while-growing, these are the start¬ 
ing dates for comparisons, and be¬ 
cause I lacked the most recent data 
the terminal year is generally 
1960-61 or 1961, except that the 
average of January through Sep¬ 
tember IS used to represent indus¬ 
trial output during 1962 

Another striking characteristic 
of the series is the large year-to-year 
variations in rates of growth In 
agriculture the varia ions are due 
to the variability in amount and 
timing of the monsoons; in indus¬ 
try at least in large part to the 
foreign exchange crisis; and both 
sectoral instabilities lend irregula¬ 
rity to the national income series. 
I have, therefore, computed and 
analysed three-year moving averages 
in the hope that the moving aver¬ 
ages would remove the “current 
causes” and reveal the “underlying 
trends.” 

* The author is aware that since 
these time series are variously sums 
and components of one another 
there must be high auto-correla- 
ticBi, especially as between the 
annual and moving average com¬ 
putations. In line with much time 
series ai^alysis he has happily ig¬ 
nored the fact. 


National Income and Net Nadonal 
Product 

Since computations of national 
income at factor cost do not reflect 
increasing government receipts of 
indirect taxes, national income 
figures understate the growth in 
the total real productivity of the 
Indian nation. To construct a net 
national product series at constant 
(1948-49) prices, I 

(1) took the net total of all 
indirect taxes (as reported in the 
U N “Statistical Yearbooks” and 
the R B I “Reports on Currency 
and Finance”), 

(2) subtracted import duties 
sinc;e they did not represent pro¬ 
ductive rapacity of India, 

(3) de.lated the resulting figures 
by the implicit deflator of the na¬ 
tional iocome series, 

(4) added the result to the 
national income figures, and 


(5) turned this N N P series 
into an index pegged at 105 2 to 
equal the national income index for 
that year. 

The senes are shown in Table 1. 

The computed (predicted) N N P 
for 1961-2 at Rs 137.23 abjaa waa 
only 5.8 per cent higher than the 
actual (“estimated”) 1961-2 natio¬ 
nal income, but 7.3 per cent higher 
than the computed national income. 
Although the rate of growth of 
N N P at 3.73 per cent was 9.38 
per cent more than the national in¬ 
come rate of 3.41, a Student’s Meat 
of the differences m 6 showed only 
a value lying between probabilities 
of .10 and .50, and an F-test of the 
diiference between the equations 
was insignificant at 05 probability. 
However, when the b values of na¬ 
tional income and N N P for both 
annual and 3-year moving average 
series were compared with a b value 
for an assumed 2 per cent rate ot 




Table 1: 

Net National Prodacl 

of India 





N N P at 

N N P Index 


N N P- S-yeor 

Year 


1948-9 Prices 

(1951-2 set 

Years 

Moving Average 



(Rs) 

,it 105 2) 


of Col 

3 

(1) 


(2) 

_ (S) 

(4) 


(5) 

1951-2 


94.3 

105 2 




1952-3 


92 7 

109.0 

1951-4 


109.9 

1953-4 


103 4 

115.4 

1952-5 


114.5 

1954-5 


106 5 

118 9 

1953e« 


118.6 

1955-6 


108 7 

121 3 

1954wJ 


122.5 

1956-7 


114.1' 

127 3 

1955-8 


127.6 

1957-8 


114.4 

127 7 

1956-9 


130.5 

1958-9 


122 3 

136.5 

1957-60 


135.0 

1959-60 


126.2 

140 8 

1958-61 


142.2 

1960-1 


133 8 

149.3 




log N N 

P 

(annua!)- = 202331 + ( 01591) X, where 1951/2 

= X = 

: 0 

N -N 

P 

(mvg average) = 

2.03221 + ( 01537) X, 

where 1951/4 

X = 0 


The cqtiationa for national income fitted in the same way were- 
log Nafl Y (annual) " 2.02650 -f (.00796) X 

where 1951/2 - X ~ 0 

log Nat'l Y (mvg average) = 2.04441 -I- ( 00687) X 

where 1951/4 ~ X ~ 0 
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growth of populatfon 
puted h valu»'» wrre 
. 01 . 


al) four com- 
sigmfiranl at 


Although a Mf*bt for (lifTf'ronces 
Ml values of 6 for the national in¬ 
come and N N P 3-year moving 
averages ahowed significance at 
only .10, It H nolowortliy that an F 
test for difference between the na¬ 
tional income and N N 1’ equations 
showed aignihcance at 05, with an 
P' value only slightly too low for 
significance at 01 Two or three 
more years, especially if growth 
Is more regular, should show an F 
value sipiiific ant at 01, and / values 
for the test of //s signihcant at .05; 
and after the last budget it appears 
even more likely. 


Adjusted Nslianol Inromo 

Part of the hunch that led to this 
investigation wa'' the feeling that 
industry was growing mure rapidly 
than appeared in the usual series, 
but there seemed no other figures 
to use. Then in 1061 the Indian 
Institute of Public Opinion publish¬ 
ed Its own indues <if imliiMirial pro¬ 
duction for the years 1951-60 in its 
Monthly Economic Commentary 
(No 25, p 18). 1 imagine there is 
some dispute over these figures, 
but they are here accepted to repre 
sent “mining, manufacturing, and 
small scale industry", which usually 
ncec.iint.s for 18 5 |K'i cent of natio 
nal income If one computes a 

national iruome growth rale iiel of 
industry from the equalioii 

Hv ( 185) Hi -t- (.815) Ko 
ysliere Hy fitted growth rale nf 

N Y, 

Hi fitter! growth rate of 

the oHieial indes of 

industrial output (see 
below), and 

Ho the giowth rate net 

of industry (which 

turns out to be 2 6.57 
per rent) 

ant? then substitutes for Hi the fitted 
growth rate of the I t P O index 
at 10 35 per cent to recompute the 
national income growth rale, the 
new Hv IS -I- 06 per I’piji in.stead of 
3.41 per cent, or 19 per cent higher 
If the new rate has bt-en the true 
rate since 1951-2 the 1961-2 natio¬ 
nal income was Hs l.'fti alqas or 
an index number of 1,56.3 

All this is, of course, no more 
rritici.sm of the C .S O senes than 
that implied in rnv oiiginal visceral 
Optimism about Indian growth. But 

,. I *L I 
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if the C S O has erred on the side 
of caution the true rale of growth 
of the Indian economy has not been 
so low as some have felt The ab 
solute differences between the in¬ 
dices are not great over nine years, 
but by 1976 there will be a 15 per 
rent difference between the indices 
at present rates, and since industry 
should grow more rapidly than the 
lest of the econoniv the weight of 
industry should he greater than 
18 5 per cent and the difference in 
the indices would be even more 

Induatrial Output 

The last serlion assumed that the 
I IPO index was a legitimate 
substitute for the (' S O index of 
industrial production. Whatever 
the merits of thin assumption — 
and the writer has no intention of 
ilefending nr refuting the iissuin])- 
lion- the fcdlowing comparisons can 
he made between the two indices 
A fit to the nfficiui index for annual 
data for the years 1953-62 gives a 
rate- of ginyvih of t 71- per Cent com¬ 
pared with an I IPO lale ('55-'60) 
of 9 00 per cent using the same in¬ 
dustries as the C. S () Using 1960 
weigdils for all industries prodiieiiig 
R< 10 lakhs or more iti 1960 the 
I I P O indey (’.5,5-60 1 rule uoik« 
out al 10 3.5 per rent, the rale irsed 
in (oni|niting an ailernatiye nalio- 
rinl income in the last section 

A minor sidelight is a conipan- 
son of the growth rale of the eler- 
tiuilv industry yciih growth rale of 


industry. The fitted growth rate for 
electricity .sold for the years 1951- 
62 (with ’62 the average of January 
through July) was 13 per cent, and 
11 per cent for a 3-year moving 
average By a <-test of the diffe¬ 
rence in growth rates between these 
two elecincity series and the official 
annual and 3-year indices of indus¬ 
trial output (19,53-62) It was found 
that the rales differed .significantly, 
at .01 for the annual and .02 for 
the moving average rates. 

Agrieullurol Output 

The results of similar techniques 
applied to agriculture were not so 
happy While the four equations 
for all-agriculture and food grains, 
annual and moving average fitted 
to the years 1951 2 through 1960-1. 
wpie significant at 01 when the 
growth rate was compared to the 
hviiollieilieal rate of population 
growth of 2 per cent only the 3 
year moving inerage of all-agrieul- 
lure was .significant at .02, but both 
annual and moving average rate' 
of growth of food grains fell in the 
range of 10 to .50 jirobabilily 

Although, as Table 2 shows, the 
ouijiul of food grains exceeds 2 per 
cent on both an annual and mov¬ 
ing average comparison a statist!- 
eiiiii inii'.l withhold the assertion 
which this wntP) hoppd to hp able 
to innkp — that India’s food sup¬ 
plies were growing significantly' 

fasirr than hri population even if 

mure slowly than planned in re- 
< enl years 

of Scrips Discussed ^ 

Rate of Growth, based 
on .1 Ir45l squarc-s fit to 
the equation Y a-l bx 
where- V IX ihc log of 
lilt ili'pendcni x.iriablc. 
b the log of the rate 
of growth, and x the 
years. 

(prr Cent) 

.3.41 
3.73 

3.23 
3.61 
7.39 

7.23 

9 00 

10.3.5 
3.« 

3.02 
3.37 
2.64 

13.06 
11.05 


Table 2: Roles of f,ro«rtli 


Senes 


N.iiion.il inonme .n factor rod, 1048 43 nrires 
in')I '-hU-l 

Nc-i rnitioii.il product, ix cfesrribeci in texi, 2-60-1 

N.ilional uicoim, 3 year moving .average, 1311-4-58-61 
N N 1’, 'c-ve.ii iiioMiig wc-r.ige 1351-4.58 (il 
G S C) index of luduxlrinl production, 1953-62 
(-' S O index of industrial produi lion, .3 year movinr 
.iverage, 1352-4-60-2 

1 I P C) induxiri.v| inclev, 1360 wrighix for induxtriex 
in C S O index 

1 I P O industrial index. 1960 weights for all indux- 
liiex produi ing Rs 10 Ukhs or more- m 1360, 1353-60 
Ml .igririiltiire, fiom MAS. 19512-60-) 

Ml agrii'ulture 3 year moving average, 1351 4 59 61 
Food grains, from MAS. 19512-60-1 
Food-gr.nns. 3 yrai tnciving average, 1951 4-59 61 
Elertnnlv sold from MAS. monthly average of 
rn kWh, 1951 62 fl962 is Jaiiuary-July average] 
Electricity sold, 3 year moving average, 1951-3.1960-62 
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Rate of Saving in India 

A Budra 

To what extent u one justified, in the light of the estimates of saving made by the C S O and the 
National Council of Applied Economic Research, in treating the \aving estimates which form the basis of 
Third Plan and the Planning Commission’s longterm profections as under-estimates Y 

This is an important question. 

Investment is one of the principal factors of grouih and it is argued that if the rate of growth in 
underdeveloped countries like India is low it is because the rate of investment in thete countries is low 
which, in turn, is a direct result of their low rate of saving. 

The low rate of saving is often discussed ui the settting of the economy's capacity to save. It is argu¬ 
ed that given the institutional structure of the economy, there is a limit 0.1 to the proriortion of national in¬ 
come that can be saved 

It follows from this that the slow rate of growth of the under-developed economy is to be traced to 
Its institutional structure and that any significant acceleration of the rate requires changes in the institutional 
structure. 

In view of this generally-postulated connection between the rate of growth, the rale of saving and the 
institutional structure of ike eionomy, the belief that we have already reached a rate of saving comparable 
to that of the more advanced economies of the world might become an argument against further instilu- 
twnal changes in the country. 


'jpHE Third Plan was prepared on 
the assumption that the rate of 
saviiif' (net domestic saving to 
national income) in the country 
was aliout 8 5 per cent toward the 
end of the Second Plan and the 
longterm perspective which the 
Plan held out was that of a use of 
the rate to about 11 5 per cent by 
the end of the Third Platt (1965-66) 
and to about 18.5 per cent by the 
end of the Fifth Plan (1975-76). 
The idea has, however, been given 
currency for some time now that 
the Third Plan undere.stimaled the 
saving capacity of the economy, that 
the rate of saving was probably more 
than 10 per cent already by the end 
of the Second Plan, having increas¬ 
ed during the first decade of plan¬ 
ning at a faster rate than what was 
earlier considered probable. The 
suggestive basis for the figure as¬ 
sumed in the Third Plan was the 
senes of estimates of saving prepar¬ 
ed by the Reserve Bank of India 
(R B I) and published in its Bulle¬ 
tin of March I960 The highest 
rale in its series is 8 5 per cent 
(strictly, 8.6 per rent) and corres¬ 
ponds to the year 1956-57. Hie 
suggestive basis of the idea that the 
RBI series represent underestima¬ 
tes derives from the studies on say¬ 
ing made by the National Council 
of Applied Economic Research 
(NCAER) and made available by it 
in its monographs “Saving in India” 
and “Urban Saving and Intiome” as 
well as the estimates of capital for¬ 


mation unofficially issued by the 
Central Statistical Organisation 

(C S 0). 

The NCAER claims that “the 
average saving income ratio which 
stood at about 6 pet cent during 
the period 1948-51 went up to 8 
per cent during the First Five Year 
Plan and further increased to 10 
per cent duiing the first two years 
of the Second Plan”. The C S 0 
estimate places the ratio of net capi¬ 
tal formation to net domestic pro¬ 
duct, both at current prices, at 8 
per cent in 1951-52. at about 14..5 
per cent in 1956-57, and 18.8 pei 
cent in 1960-61 These hgures are 
to be compared with the correspond¬ 
ing rates based on the Reserve Rank 
saving estimates namely 6 1 per 
cent in 1951-52, 11.9 per cent in 
1956-57 and 10.7 per cent in 1958- 
59 It is once more the Reserve 
Bank estimates that provided the 
basis for the projection of invest¬ 
ment rates as given in the Third 
Plan according to the latter, the 
proportion stood at 11 per cent at 
the time of preparing the Plan and 
was contemplated to go up to bet¬ 
ween 14 per cent and 15 per cent 
hv 1965-66 and between 19 per 
cent and 20 per cent by 1975-76. 
Thus, according to the C S 0 esti¬ 
mates, the target set for 1965-66 
was reached already before 1960-61 

The question we would like to 
discuss briefly here is, to what ex¬ 
tent is one j’ustified, in the light of 


the results put forward by NCAER 
and CSO, to treat the saving esti¬ 
mates that form the basis of the 
Plan calculations and longlertn pio- 
jections as underestimates ? The im¬ 
portance of the question is not to be 
minimised Investment is one of the 
principal factors of growth and it is 
a widely held argument that if the 
rate of growth in under-developed 
countries like India is low compared 
to the more advanced countries of 
both .socialist and capitalist econo¬ 
mic oiganisation, that is because 
(though not only because) the rate 
of investment m such countries is 
low, which IS a direct re'^iilt of its 
low rate of saving. 

Institutional Strurlure 

The low rate of saving is often 
discussed in the setting of a concept 
of the rapacity of the economy to 
save It lb argued that given the 
institutional structure of the econo¬ 
my there is a certain capacity for 
the economy as to the proportion of 
Its income that it can save. The no¬ 
tion of institutional structure is ad¬ 
mittedly an amorphous one and 
much more vague is the notion of 
the capacity to save . yet from these 
two is drawn a line of thinking, not 
necessarily bereft of any validity, 
that the alow rale of growth of the 
underdeveloped economy is ulti¬ 
mately to be traced to its institutio¬ 
nal structure and that any signifi¬ 
cant acceleration of the rate would 
call for changes m the institiition.sl 
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«tructure. Thu way of thinking it 
not necetsarily charactcriatic of any 
particular political ideology . it >8 
not necratarily a leftist attitude. U'le 
who argues in favour of the private 
Hector being more conducive to 
growth ia as much a subscriber to 
thM viewpoint as one who calls for 
the expansion of the public sector 
In view of this widely shared con¬ 
nection between the rate of growth, 
the rate of saving and the institu¬ 
tional structure of the economy, the 
idea that we have already reached 
a rate of saving comparable to the 
more advanced economies of the 
world might become an argument 
to be used to impede further insti¬ 
tutional changes in the country. 

It is for this reason that it is im¬ 
portant to critically examine the 
case for an upward revision of the 
RBI estimate of the rate of saving; 
much tmire important than exami¬ 
nation of any one of the three aeries 
of estimates taken in isolation. That 
each of the series should be subject 
to an extremely large margin of er¬ 
ror can easily be surmised by any 
one having any knowledge of the 
basic statistics available in the coun¬ 
try and the use to which they are 
put in national income calculations. 
Even if the estimate of saving is 
very accurate, the estimate of the 
rate of saving m bound to have a 
large margin of error reflecting the 
extremely laige margin of error to 
which the denominator in the ratio, 
the national income estimate, is 
subject. The national income esti 
mates of the years of the .Second 
Five-Year Plan may well be subject 
to a margin of erroi of as much as 
20 per cent or even more, and hence 
the estimates of saving rates also 
must be subject to a minimum mar¬ 
gin of error of about 20 per cent 
Hence the difference between the 
estimates of the RBI and N C A 
E R for the end years of the Second 
Plan namely 8.5 per cent and 10 
per cent is no more than flir‘ mar¬ 
gin of error in probably each of 
the two estimate.s 

S O Estimates 

But the saving estimates them¬ 
selves are far from being ^ree of 
any error. As a matter of fact, 
they are probably subject to a larg¬ 
er margin of error than the income 
estimates are, as we shall see in the 
ioliowing. The discussion has to be 
in two parts, the first relating to 


the method used by the C S 0 
and the second relating to the ap¬ 
proach adopted by the N A E U 
and the RBI. “nie CSO estimates 
gross capital formation by the com¬ 
modity flow tqiproach and then 
allows for depreciation. Estimates 
are made lor the different goods and 
services that go into capital forma¬ 
tion dining a particular year and 
the sum ol their values is taken to 
represent gross capital formation of 
that year. A suitable breakdown of 
the estimate of net capital formation 
for the year 1960-61 is given in 
Table 1 to throw some light on the 
probable margin of error m these 
estimates 

A glance at Table 1 would tell 
anybody acquainted with Indian sta¬ 
tistics that only 49 per cent of the 
estimate is based on somewhat de¬ 
pendable information-containing da¬ 
ta, being the values of production 
and import of such goods that go 
into capital formation, measured in 
ex-factory prices (excepting in the 
case of cement).* Of the estimate. 
56 per cent is made up of figures 
that are of a highly arbitrary cha¬ 
racter and subject to an unknown 
but. no doubt, large margin of er¬ 
ror The Trade and Transport mar¬ 
gin accounting for 20 per cent i.s 
a result of certain assumptions re¬ 
garding the margins attached to the 
individual commodities (thus. 50 
per cent for iron and steel, 56.4 
per cent for timber and timber pro¬ 
ducts, 25 per cent for bricks and 
tiles, .35 per cent for other building 
materials, and 43 per cent for 

* Even this pan cover* production of 
primitive capital goods by primitive 
mdustnes, the cstunatei of which 
are equally pnmitive 


the' 

machinery and pam), Tbeae mar¬ 
gins are based on the difference be¬ 
tween market prices and producer's 
prices and are subject to quite forge 
margins of error being affected by 
the large price variations over time 
and space. Wages, salaries and 
other factor payments in construc¬ 
tion, accounting for another 20 per 
cent of the gross estimate is calcu¬ 
lated for public sector construction 
on the basis of the public sector 
accounts and for the private sector 
on the basis of a few case studies. 
Item (5) stands for such capital 
formation as takes the form of 
land improvement, well digging, 
bunding and such other building 
works in the rural sector. Estimate 
for this item is based essentially on 
some information available in the 
Rural Credit Survey for the year 
1951-52 and supplemented by infor¬ 
mation available in various NSS 
reports relating to years all other 
than, 1960-61. The estimate for 
1960-61 is a projection that makes 
use of this basic data and some so- 
called indicators. This is an ap¬ 
proach made use of with respect to 
this romponent of capital formation 
also by the RBI and the NCAER 
and we shall discuss it further when 
coming to their estimates. 

The component, Addition to 
■Stocks. 18 admitted as being “baaed 
on inadequate data” and therefore 
of “neressarily tentative character”. 

1 he most important commodity lo 
be stocked, foodgrains, is treated as 
a residual after deduction of the 
different inodes of consumption 
from the level of consumption. Uti¬ 
lisation as seed is taken to consti¬ 
tute a fixed proportion of the ac¬ 
reage under cultivation and the uti- 


Table 1: C S O Estimates of Net Capiul Formation 

{/?! Crorej) 


in 1960-61 


(1) Principal Building Materials 

(2) Machinery at Factor Cost 
Sub-total 

(3) Trade and Transport Margin 

(4) Factor Payments In 
Construction 

(5) Capital Formation Not 
Covered by (l_4) 

Sub-total 

Addition to Stocks 
Machinery Not Going to Capital 
Formation 
Kxporta 

Repairs and Maintenance 
Gross Capital Formation 

Depreciation 

Net Capital Formation 


601 

819 

1420 

582 

582 

451 

1615 

250 

—303 

—8 

—100 

2871 

—912 

1959 


{Per Cent) 

21 

28 

49 

20 

20 

16 

66 

8 

—10 


100 

—62 

68 




ligation as animal feed the same to 
the aniinal population. What re¬ 
mains of the total supply of food- 
grains is divided between human 
consumption and addition to stocks 
by using not any demand function 
of income and prices but simply a 
formula in second degree polyncnni- 
al in the availability treated as vari¬ 
able! The conditions are better with 
respect to the factory establish¬ 
ments and some of the mining pro¬ 
ducts. The stocks held by the pub¬ 
lic sector, of course, constitute good 
statisdcs. 

Coming now to the deductions, 
Rs 303 crores standing for such ma¬ 
chinery and parts timt do not go 
into capital formation (being des¬ 
tined for industrial consumption as 
components or used by households 
as durable consumer goods), is a 
purely arbitrary figure. It is arriv¬ 
ed at by taking 50 per cent of the 
value of availability of a group of 
commodities called “parts of capi¬ 
tal goods” and 38.5 per cent of an¬ 
other group called “partly capital 
goods”. The proportions are admit¬ 
ted as being subjective. The extreme 
arbitrariness attached to the esti¬ 
mate for depreciation is also very 
plainly admitted by the C S 0 istelf 
in the following introductory 
words: “Because of the highly 
tentative character of the estimates 
of depreciation, the estimates of 
net capital formation have been 
relegated to an appendix”. Of 
course, estimation of depreciation 
IS bound to be unsatisfactory even 
for the most statistically advanced 
economy because of the highly 
elusive character of the very notion 
Itself. Pricing of capital stock 
itself defies satisfactory statistical 
treatment, as is indeed well known; 
the consumption of capital stock 
during a period of time is an even 
more unmeasurable quantity. The 
best way of dealing with deprecia¬ 
tion is simply to leave it out and 
this is precisely what the C S 0 does 
by making all its estimates in gross 
terms and relegating the netting 
operation to an appendix. (One 
wonders, why the C S 0 does not 
adopt the same procedure with 
respect to its national income 
estimates.) Rs 100 crores repre¬ 
senting repairs and maintenance of 
building is based on some scattered 
fragments of data bearing on un¬ 
correlated points in time and space 
insofar as the private sector is 


conoemed; the public sector part 
is naturally smnewhat better. 

N C A E R Estinaales 
We shall now turn to the esti¬ 
mates of R B1 and the N C A E K 
(as in its monograph ‘Saving in 
India’). The approach taken in 
each case as far as saving is con¬ 
cerned is to measure the change in 
net earned worth for three sectors 
separately, namely government, the 
corporate sector and the house¬ 
hold (or individuals’) sector. The 
method of estimation is broadly 
similar and so is the basic material 
made use of. As a matter of fact, 
insofar as the financial assets part 
of the individuals sector and the 
savings of the corporate sector are 
concerned, the N C A E R ha.s made 
use of the material primarily deriv¬ 
ed from Reserve Bank. Despite 
this fact there are very significant 
differences between the two esti¬ 
mates for each of the sectors. The 
N C A E R claims that its estimates 
are based on a better utilisation of 
the material used by the R BI as 
well as on some supplementary 
data. We shall not examine here 
this particular claim, The exposi¬ 
tion of the N C A E R monograph 
is very far from being lucid and 
assessment of the quality of esti¬ 
mates 18 extremely difficult when 
one has often to meet such phrases 
as “suitable indicators” covering 
up the actual operation undertaken. 
We shall concentrate here only on 
the component “Individual non- 
Financial Assets” which represents 
a predominant share in both the 
estimates, being 66 per cent in 
1951-.52, 42 per cent in 1955-56 

and 55 per cent in 1957-58 for 
RBI and 65 per cent, 47 per cent 
and 56 per cent for the same years 
for N C A E R. Whatever be the 
degree of accuracy of the estimate 
of the remaining components, it is 
clear that the margin of error of 
the total would depend significantly 
on the margin of error of this com¬ 
ponent and that the latter margins 
must be extremely high should be 
clear from the following sample of 
methods used in making up the 
estimates. 

Urban Housing 

The RBI forms its estimates by 
capitalising the income from hous¬ 
ing (in the national income esti¬ 
mates) by assuming the rate of re¬ 


turn to investment in this sector 
be 5 per cent, an arbitrary figtuie. 
It is to be remembered in this con¬ 
nection that the national income 
estimate of value added in the 
housing sector is itself made by 
simply assuming for it a growth 
proportionate to the growth of the 
rural and urban populations taken 
separately. TTie N C A E R esti¬ 
mates the value of urban house 
construction as a function of the 
quantity of steel (alternatively 
cement) going into it by using a 
certain fixed ratio relating value 
of construction to total value of 
steel (alternatively cement) used. 
There is, of course, no reason 
whatsoever why any such ratio 
should hold constant while income, 
relative prices, and many other im¬ 
portant variables change over time. 

Non-Corporate Business Enterprises 
The RBI estimates urban invest¬ 
ment in this sector as a fixed pro¬ 
portion of the bank advances to 
the sectors, the proportion being as 
observed m a particular year. The 
N C A £ R estimates it on the basis 
of Census of Manufacturing Indus- 
Btnes data for those enterprises that 
are covered by it and of N S S 
data for such enterprises as are 
covered by the latter but not by 
the former. The N S S data allows 
of an estimate only for the year 
1953-54. For the other years, 
investment is calculated by assum¬ 
ing It to have a constant propor¬ 
tion with income originating in the 
small industries as given in the 
white paper on national income. 

Farm Investment 
The approach is the same in 
either case At first some estimatn 
are made for the year 1951-52 on 
the basis of the Rural Credit Sur¬ 
vey. The estimates for all other 
^ars are made by using “suitable” 
indicators In the case of the 
RBI estimates, the indicator is the 
income originating in agriculture; 
in the case of the N C A E R, the 
indicators are: net area sown for 
investment in land improvement, 
the net irrigated area for invest¬ 
ment in irrigation, gross area sown 
for investment in agricultural im¬ 
plements, etc. There is, of course, 
no justification whatsoever to 
assume that these indicators (or, 
for that matter, the constant pro¬ 
portions assumed in so many other 
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places) arc “suitable” in any 
sense : a suitable indicator must be 
such as has been found to bear a 
high positive correlation with the 
variable whose trend it is meant to 
indicate. There is, however, neither 
theoretical nor empirical evidence 
that investment in agricultural im¬ 
plements bears a constant ratio to 
gross area sown The same is true 
of all the other indicators and all 
the other constant proportions used. 
That they are associated variables 
IS. of course, not to he denied hut 
constant proportionality is not the 
only form of association. As a 
matter of fact, it should have fieeti 
one of the objects of estimating 
capital formation and saving to 
find out the form and nature of 
association that there has actually 
been in the Indian economy be¬ 
tween, say, gross area sown and 
investment in agricultural imple¬ 
ments, or say, income originating 
m agncultiire and rural house-con¬ 
struction. There is, of course, no 
point in even po.sing the que.stions 
with the help of the e-stimates that 
Iwve been made The very answers 
to the questions have been assumed 
in them. (It should all the same 
not lie surprising if, in couise of 
time, dozen® of researth workers 
working with these estimates stum¬ 
ble on the “discovery” that certain 
interesting economic relations have 
been steady over the years of the 
first two Plans ') 

It is not necessary to discuss any 
furthei the nature and quality of 
the mat .’rial used and methods 
followed in making the estimates 
I suppose it IS clear that the results 
must be subject to such a large 
margin of eiror as to remove any 
‘significance’ (as understood in the 
Theory of Inference) from the 
differences between the rales of 
saving arrived at There is, of 
course, no means of quantifying tlie 
probability (understood in a non¬ 
frequency sense) attached to the 
proposition that 10 per cent is a 
better estimate of the true rale of 
saving in 1960 than 8 5 per cent, 
but It would seem to be the same 
as for the reverse hypothesis, name¬ 
ly that 8.5 per cent is a better esti¬ 
mate than 10 per cent 

A Misleading Proposition 

The other ouanfitative pioposi- 
lion made by the N C A E R, namely 
that the marginal propensity to 
save in India has been of the 


order of 20 per cent, is very mis¬ 
leading, baaed as it is on a very 
questionable statistical metbod. 
Actually 20 per cent represents 
nothing more than the value of the 
regression coefficient of a simple 
linear fit to the scatter of points 
obtained by plotting the saving 
estimates against national income 
estimates. Now a straight line 
(or for that matter any mathema¬ 
tical curve) can always be fitted to 
any given scatter of points and 
there will always be some value or 
other for the parameters involved. 
These values cannot unconditionally 
be vested witli any significance in 
relation to the variables under 
study The parameters could be 
vested with significance only if the 
fit IS ‘good’ in the statistical 
sense and even then the significance 
would hold good for interpolation 
purposes only For extrapolation 
furthei assumptions regarding re¬ 
gularity (einditions would be called 
for The NCAER report however 
dof.s not even talk of the goodness 
of fit The diagrams provided, how¬ 
ever, make it clear that the fils am 
very pool irrdeed Under the 
circumstances. the figure 0 20 
standing for the slope of the 
straight line fit just does not hove 
any economic significance and 
the observation made by the 
NCAER that “the marginal pro¬ 
pensity to save III India appears to 
be as high as in many advanced 
(oiintnes if rontinued (it) 

.Tiigurs well for the future 
growth and health of the Indian 
economv” i® not merely an invalid 
(ondusion but one likrK to be 
extiemelv misBUiding from the 
fiomt of view of economic policv 

Excepting this parlunilar hit of 
statistical exercise legaidmg the 
marginal propensity to save, no 
severe strictures are desei-ved hy 
the NCAER sating estimates as 
given in the monograph “Saving 
in India” If the estimates are 
deemed poor by u.«, the responsibi- 
lilv does not lie with any methodo¬ 
logical weakness and the same is 
true of the RBI and C S O esti¬ 
mates The poor quality of thes.* esti¬ 
mates only reflects the poor quality 
of basic stati.sties and the Jatter in 
their turn reflect the very under¬ 
developed state of the economy 
While caution is necessary m inter¬ 
preting the estimates, it cannot be 
said that great improvement* can 


be made on them if only one wt 
to try. 

Urban HouaakoU Saving 

The same attitude cannot ho 
ever be taken towards the re*u 
approach and published 
other publication “Urban Incoi 
and Saving” and based on a sam] 
survey of urban households und 
taken by it to supplement I 
results obtained by the institutioi 
approach and published 
“Saving in India”. It n claim 
on the basis of the sun 
results that “the current rate 
urban household saving is abc 
14 per cent of income if the c( 
cept of saving is inclusive of ct 
sumer durables and 12 per cent « 
eluding them; the marginal pi 
pensity to save is of the order of 
per cent for the urban hou 
hold sector as a whole” (page 3 
It has, however, to be stated qu 
clearly that the conclusion quot 
above is an invalid one having 
foundation whatsoever. The figui 
14 per (ent.l2 pel rent and 20 f 
cent are without any statistical sigi 
finance, having been obtained 
methods that have no sanction 
the theory of sampling. Su 
strictures will no doubt sound exti 
ordinary, considering that they a 
being applied to work done by 
research body of national statu 
hut that they are quite justified w 
he obvious to any .statistician w 
would care to examine table 
and the appendix to chapter 5 
the hook. 

Table 38 shows that the surv 
estimate of saving including dural 
consumer goods is only Rs 15? 
crores. “Adjustments” are ma 
to It U) arrive at the “estimate” 
Rs .378 2 crores representing IJ 
per cent of disposable incon 
These adjustments are explain 
in the appendix referred to ai 
are of the following three types 
fi) adjustment due to non-covi 
age of Delhi Households (ii) tho 
for conceptual differences; and (ii 
those for what is called under-i 
porting The second type of a 
justmenl is meant to take care 
certain forms of saving definitio 
ally excluded from the concept 
saving for the purpose of the surv 
e g currency holdings, pensii 
funds, accrued interest, etc. 
is not clear why, if they were 
left out, data was all the sar 
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coUecteii for them and why aurvey 
e«timatc« are aJso presented for 
them in table ^ side by side with 
the “corrections”. As a matter of 
fact, tlie corrections are nothing 
but the differences between tbe 
survey estimates and estimates 
based on other sources, principally 
RBI material, as utilised in th*- 
“Saving in India” of the NCAER 
itself. The name procedure, is 
followed in the third type of ad¬ 
justment; the survey returns for 
saving by bank deposits, corporate 
securities and small saving are 
thought to be underreported in 
the light of the estimates foi them 
that can he rrmde by the institu¬ 
tional approach, and the survey 
estimates are adjusted upward so 
as to agree with them. The actual 
operation m the adjustments of the 
second and the third type coasists 
in making estimates for the com¬ 
ponents in question by the institu¬ 
tional approach for the whole of 
India, dividing il among the rural 
and urban sectors quite (irhilrarily 


and replacing the survey estimates 
by these subjective estimates 


The jirotedure. of course, is 
quite invalid. The Theory of 

Sampling does not permit of such 
rorreclions for bias The grafting 
operation knocks out the very 
epistemological basis of the Sample 
Survey method t.onections can 

only be made if the true values aie 
known, and if the true values aie 
known one does not undertake a 
Sample Survey to estimate it 
Secondly, the figures which are 
substituted in place of the survey 
estimates are purely subjective (the 
allocation between the rural and 
urban sectors being aibitrarv) 
Hence, both by the method followed 
as well as the material used for 
correction, the final icsult« lose 
all objective validity It should be 
clear to anybody ibnl bv following 
the method used bv the NCAFR 
one could arrive at whatever rate of 
jating one desires to arrive at 

All the cross-sectional results 
pertaining to savings are also 
M]ualiy invalid. All the tables in 
chapter 5 describing cross sec¬ 
tional saving behaviour refer to a 
vdume of saving which is only 
3.3 per cent of the disposable income 
of households. It is on the basis 
of such a table that the result re¬ 


garding marginal propensity to 
consume is arrived at. It is on the 
basis of such a table that the con¬ 
clusion is drawn that the dividing 
line between saving households 
and dissaving households is at 
Rs .3.000 per annum income. Such 
conclusions can only be drawn un 


der the assumption that die compo¬ 
nents of the saving not covered by 
the survey as well as the biases be- 
liave cross-nectionwise in the same 
manner as the fraction of saving 
covered by it — an extraordinary 
assumption with no theoretical sanc¬ 
tion whatsoever. 
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Nuclear Power in India 


Tarapur and After 

(from a Special Corrt$poadttnt) 

The one mm of current rtaearch on nueUae power reaetora is to develop what ia known as a fa$l 
breeder reactor — a reactor which will perform the dual function of generating power end, at the same 
time, recreating its fuel supply by converting non-pauoneAle ttr8fuVm-238 or thorium into fissionable plutO’ 
nium or uranium~233, > ' 

/Vot until breeder reactors me developed can India’s resources of nuclear raw materials be fully 
exploited. 

Out uranium reserves are rriatively small, but our deposits of thorium ore among lie largest in 
the world. The enormous energy potential of the thorium reserves can be realised only adth reactors in 
which thorium can be converted into urttnium-233. 

India’s reserves of nuclear raw materials would thus demand a nuclear power fnogra/Mne starring 
with natural uranium reactors. The plutonium recovered from rustural uranium reactors <e&uld he used to 
enrich natural uranium fuel and later, when the technology of breeder reactors is suficiently depdoped, 0 
fuel fast neutron reactors. The latter in turn would produce nranmm>233 from thorium, and the uranium" 
233 could be used in other breeder reactors. 

It was logical, therefore, to expect that the first reactor that India built would be oj the naturtd 
uranium type. The choice of an enriched uranium reactor for Tarapur appears to have been influenced 
almost etUirely by financial considerations. It does not follow, however, that the goal of developing a 
full-scale nuclear power industry based on thorium is being neglected. 


JUDGING by the information made 
public so far, the terms of the 
Indo-U S agreement on the atomic 
power station at Tarapur are as 
satisfactory as we could have hoped 
in present circumstances. The two 
points which had caused some 
anxiety — financing and safe¬ 
guards — have both been settled. 

The U S loan of $ 95 million will 
take care of the foreign exchange 
requirements, including the cost of 
the initial fuel supply. As regards 
safeguards, the proposed arrange¬ 
ment is obviously a compromise 
between the original Indian and 
American positions, and we could 
hardly expect the compromise to 
have been more in our favour with¬ 
out a major reversal of declared 
American policy. The safeguards 
system of the International Atomic 
Energy Agency came into being 
largely on American initiative and 
insistence, and at one stage India 
opposed it tooth and nail. Hic 
American position has remained 
largely unchanged, and while the 
U S authorities were willing to' 
meet India’s objections as far as 
they could, they had to maintain 
at least some semblance of consis¬ 
tency. And IAEA did its best to 
remind the Americans of the im¬ 
plications of inconsistency. 


At one time it looked as if India 
would have to accept most of what 
she had opposed, and the fact that 
the Americans ^ve made a com¬ 
promise at all is a measure of 
American interest in this particular 
project (which was reflected earlier 
in the value of the American bid 
for building the station, reportedly 
about $30 million less than what 
the British had quoted). 

Comprondse on Safegivuds 

The arrangement about safe¬ 
guards cannot have pleased IAEA 
much; references to a possible 
trilateral agreement in the future 
which would make the Agency 
responsible for the administration 
of the safeguards are somewhat 
vague and conditional. Besides, 
the reason given for deferring such 
an agreement to the future — that 
the Agency has not yet developed 
a safeguards system for large power 
reactors — may not appear con¬ 
vincing in Vienna; the Agency has 
already worked out an extension 
of its safeguards system to cover 
power reactors of more than 100 
mW capacity and this enlarged 
system which is to be submitted t» 
the IAEA General Conference next 
September, was generally approved 
by its Board of Governors in June, 


before the Indo-U S agreement was 
announced. 

In being able to avoid the im¬ 
mediate application of Agency aafe- 
guards to Tarapur, India has 
partially succeeded in suitoining her 
objections to what she has always 
regarded as an unethical and un¬ 
necessary system. And in agreeing 
to application of these saferaards at 
a future date she has enabled the 
United States to maintain its formal 
support to the Agency's system. By 
the time the stage is reached for 
this step to be t^en, the Agency’s 
safeguards system may be substan¬ 
tially modifi^t India is still trying 
to have the system amended in such 
a way that safeguards will apply 
only to nuclear materials and not 
to equipment, i e to the fuel and 
not to the hardware. 

Those who see any sinister motive 
in India’s stand can easily be proved 
wrong. In opposing Agency safe¬ 
guards, India has tried to underline 
its discriminatory implications; in 
the absence of universal safeguards 
to prevent the use of nuclear mate¬ 
rials and equipment for military 
purposes the application of sa'e- 
guards to projects in the developing 
countries which need assistance 
fix>m the Agency is rather meaning- 
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len. To stMDgtfaoa dw Agttney’tKdor 
the USA announcvd iotentioa ol 
subjecting its own bilateral agree- 
ments to Agency safeguards. When 
India appewed more willii^ to Ao 
cept U S safeguards under a bila¬ 
teral agreement rather than acoe^ 
the Abney’s “international” sate* 
guards, some observers were under¬ 
standably intrigued. India’s reason¬ 
ing seenu to have been as follows : 
We are not opposed to safeguards 
if they are'universal, but we are still 
not in favour of an “international” 
system which can in fact apply only 
to countries needing assistance. If 
in order to get su^ assistance we 
have to accept safeguards, we would 
rather enter into an agreement with 
the country giving us the assistance 
than accept a system whose dis¬ 
criminatory nature is all the more 
glanng because it is supposedly 
international. A bilateral agreement 
is after all an arrangement between 
two sovereign parties that represents 
a balance of mutual interests; it 
does not pretend to be a statement 
of moral code. 

Whether the argument appears 
specious or not, there need be no 
apprehensions over the motivations 
of India’s nuclear power programme. 
The plutonium from Tarapur will 
go back to the United States. And, 
in any case, neither a boiling water 
reactor (the type adopted for Tara¬ 
pur) nor a heavy water reactor (the 
typie selected for Rajasthan) is a 
particularly good producer of pluto¬ 
nium. Much more suitable for plu¬ 
tonium production is the Britisli 
and French type of power reactor 
—fuelled by natural uranium, mo¬ 
derated by graphite and cooled by 
carbon dioxide gas. 

Reactor T^pei 

The selection of reactor types for 
India’s atomic power programme is 
a matter of considerable interest. 
Before examining the subject, it 
might be useful to refresh our lay 
understanding of basic nuclear 
techniques. 

Natural uranium, as we all know, 
contains only 0.7 per cent of the 
material (uranium — 235) which ac¬ 
tually splits and releases energy in 
a reactor. In an ordinary reactor 
the neutrons which cause the split¬ 
ting are slowed down by what is 
called a moderator (such as gra¬ 
phite or water) in order to factli- 


W» “capture” jni uraniiim«23$ 
atoms. If the neutrona are captur¬ 
ed by the uraniuin-238 atome. which 
constitute over 99 per cent natu¬ 
ral uranium, the atoms do not gpiit 
but are converted into a new fisai- 
enable element, plutonium. If the 
fuel is “enriched’’ artificially with 
more fissionable material (uraniunt- 
235) than it normally present in 
natural uranium, more energy can 
be immediately extracted frotn a 
given amount of fuel, hut there is 
obviously less scope for plutonium 
production. 

1110(411111 as Fuel 

Britain and France have concen¬ 
trated almost entirely on natural 
uranium reactors mo^rated by 
graphite and cooled by gas. In the 
United States, on the other hand, 
the emphasis has been mainly on 
enriched uranium reactors moderated 
and cooled by ordinary water, the 
two main types being boiling water 
and pressurised water reactors. The 
Canadians have developed a type 
which is fuelled by natural uranium 
but moderated and cooled by heavy 
water, D’O, (ie, heavy hydrogen 
plus oxygen). Heavy water reactors 
also produce substantial quantities 
of plutonium, but in view of the 
high degree of fuel “burn-up” m 
such reactors, it is often not consi¬ 
dered worthwhile to extract the 
plutonium from the “spent” or used 
fuel elements. 

Several other types of reactor 
have been developed, with different 
moderators and coolants, but one 
common aim of current research is 
to develop what is known as a fast 
breeder reactor. In general, these 
reactors will be without a modera¬ 
tor and the neutrons will have the 
dual function of splitting the fissi¬ 
onable material in the fuel and pro¬ 
ducing more fissionable material by 
converting uranium-238 into pluto¬ 
nium or thorium into another 
fissionable substance— uranium-233. 
(The dual function, of course, is 
performed to some extent in all 
reactors, but fast reactors are speci¬ 
fically designed to become efficient 
producers of new fissionable mate¬ 
rial from what is known as source 
material, such as uranium-238 or 
thorium.) 

It is with the development of 
breeder reactors that India’s re- 


tmuoM oi «iidear rvtf vmeti^ 
can be luUy exploited. Our uramiNtiv 
resenrei are relatively amall (dioad 
10,000 tons), but tte di|N>aita of 
thorium are among the largest tft 
the world (about i million tons>« 
The enormous energy poUmtial 
the vast thorium reserves can he 
realised only with reactors in which 
thorium can be converted into 
uranium-233 to fuel other reactors. 
The nature of India’s rewrveg of 
nuclear raw materials would thus 
normally favour a nuclear power 
programme initiated with natural 
uranium reactors. The plutonium 
recovered from natural uranium re¬ 
actors could bo used to enrich na¬ 
tural uranium fuel, and later, when 
technology of breeder reactors 
is sufficiently developed, to fuel fast 
neutron reactors. The latter in turn 
would produce uranium-233 from 
thorium, and the uranium-233 could 
be used for further breeder reactors. 

Surprising Choke 

That is why it was widely ex¬ 
pected that the natural uranium sys* 
tern would be selected for Tarapur. 
The expectation was strengthened 
by the fact that while India has no 
uranium enrichment facilities, she 
is already producing natural uran¬ 
ium metal for use in reactors. The 
selection of an enriched uranium 
system seems to have been deter¬ 
mined almost entirely by financial 
considerations; as already indiciUed, 
the cost quoted by the British for 
building a natural uranium plant 
was considerably higher than the 
offer by the Americans for an en¬ 
riched uranium station. 

The second station, as is already 
known, will be of the Canadian 
heavy water type, with which Indian 
scientists and engineers have already 
had considerable experience frmn 
the Canada-India reactor at Trom- 
bay. Production of heavy water is 
well under way. 

If the choice of reactor types for 
the first two stations (nothing is 
known yet about the third to be 
built in South India) has not exact¬ 
ly followed the predicted pattern, 
it does not imply that the eventual 
goal of developing a full-scale nuc¬ 
lear power industry based on thori¬ 
um is to be neglected. The techno¬ 
logy of fast breeder reactors is still 
in the stage of research and dew- 


1279 



wjfumm «i>4 by dw tins India 
' (Wcbw tba <tagt ti atibting ber 
tbMiuia mmat a great deal of 
dwhnotogtcai advance will have 
tilcan jtlacc. lodtaa acientiati and 
ongmeen theoitelvee will have con* 
Bdenblo ofiportunity to experiment 
with the teciuology of uaing plulo- 
ahua ai fuel for reactor* m which 
thorium can be converted into 
uraniuin-233. For such experimen¬ 
tal purposes sufficient plutonium will 
be available from the Canada-India 
reactor. 

Eoanomlea of Nuclear Power 

Apart from selecting reactor types 
best suited to the country's resour¬ 
ces, a major determinant in the for¬ 
mulation of the naclear power 
programme is the cost of power 
generated. Some misgivings have 
been expressed in India and else¬ 
where about the economic wisdom 
of embarking upon a nuclear power 
programme of considerable size at 
the present stage of India’s econo¬ 
mic development and commitments. 
Dr Bhabha has staunchly maintain¬ 
ed that this is not only necessary as 
an iMvitable technological prepara¬ 
tion for future development but 
also justihable by facts and compul- 
tiona of power economics already 
applicable to India. Judging by 
current trends, he is very likely to 
be proved right. 

The initial enthusiasm over the 
advent of atomic energy as a source 
of power was followed by a period 
of fairly widespread scepticism ab¬ 
out its immediate economic outlook, 
but during the past one year or 
more there has been a distinct re¬ 
vival of confidence. Uranium prices 
have fallen and the technology has 
improved. The performance of the 
established power reactor types (of 
both natural and enriched uranium 
varieties) has been much better 
than expected; in fact, it is now 
generally recoganised that such diffi¬ 
culties as have so far been experi¬ 
enced with nuclear power stations 
have arisen almost entirely in the 
conventional components of the 
plants and not in the nuclear reac¬ 
tors themselves. Both Britain and 
France are now confident that the 
cost of nuclear power will be com- 
peHttve with that of conventional 
power by ■die end of the present de- 
cftdbt in speoial circunuMtipes the 



break-even pei^ be fMched 

earlier. Even in tbe United States, 
with its enormous comrenuonal en¬ 
ergy resources, atomic energy has 
already begun assuming a progres¬ 
sively larger share of the total in¬ 
stalled capacity of power supply. 

The arguments in favour of hav¬ 
ing nuclear power stations in cer¬ 
tain areas of India have already 
been extensively elaborated by offi¬ 
cial spokesmen. At one stage Dr 
Bhabha calculated that the capital 
cost per kilowatt of nuclear power 
installed would be Rs 1,700, while 
the corresponding figure for conven¬ 
tional thermal power at places far 
away from the coal fields was about 
Ks 1,3S0 (taking into account the 
investment in the railways for coal 
transportation). Even then he argu¬ 
ed that in view of the lower fuel 
costs in nuclear power generation, 
the cost per unit of nuclear power 
generated could be competitive 
with that of a unit of power from 
a conventional thermal station. For 
Tarapur, the capital cost will work 
out at just over Rs 1,400 per kib 
watt, and it seems almost certain 
that the power generated will be 
cheaper than conventional power. 
The fact that ennched uranium re¬ 
actors have lower capital costs but 
higher fuel costs than natural uran¬ 
ium reactors (and probably Dr 
Bhabha’s original estimate was based 
on British experience with the first 
natural uranium stations) is not 
likely to invalidate this forecast. 

Rich Capital CmI 

Gist estimates can, however, be 
quite misleading unless the criteria 
for estimation are clearly specified, 
and this is a subject for fruitful en¬ 
quiry by power economists in India. 
The complexity of the enquiry will 
be clear from some of the factors 
involved, as indicated below. 

The main cost components of nu¬ 
clear power are those relating to 
capital, the fuel cycle, and opera¬ 
tion and maintenance. These vary 
widely from one type of reactor to 
another. 

As regards capital costa, gas-cool¬ 
ed, graphite-moderated natural ura¬ 
nium reactors, with a capacity of 
500 mW, cost About S 280 per kW. 
Water-co6led enriched uranium re- 


aKXors «{ SOI^ «W taiptckf' tm «bi- 
oat I 200 to t 250 {Mr bW. 

Fuel cycle coMs *i« at present in 
the range of 2 to 4 milk per klFh 
for light water and gas cooled «e- 
actors. For heavy water reactors of 
the Canadian type, a fuel cycle cost 
of about 1.2 ntills per kWh is pre¬ 
dicted. Such fuel cost figuiea, 
however, riiould always be consi¬ 
dered in the light of the cost struc¬ 
ture of the nuclear fuel cycle which 
is radically different from that of 
Conventional fuels and varies from 
one reactor system to another. 
Whereas the conventional fuelling 
cost is essentially the cost of fuel 
consumed, the cost of uranium con¬ 
sumed is but one of the components 
of the nuclear fuelling cost and is 
m most cases smaller than the cost 
of preparing and fabricating the 
fuel. Also, in most systems the cre¬ 
dit for the plutonium contained in 
the used fuel elements is an import¬ 
ant determinant of total fuel costs. 

Uncertain Elements 

The cost of operation and main¬ 
tenance of nuclear stations jg not 
yet well established, but on the basis 
of American and European experi¬ 
ence it is expected to be in the range 
0.7 to 1.2 mills per kWh. 

The generating cost per kilowatt- 
hour of nuclear power can be cal¬ 
culated on the basis of estimated 
fuel and operation costs and assump¬ 
tions concerning the annual charge 
for capital cost and the percentage 
of the plant’s total capacity utilised 
per year. 

In estimating the total cost of a 
nuclear power project one major 
difficulty arises from uncertainties 
regarding future fuelling costs. As 
indicated above, the fuelling costs 
are not determined by the prices of 
fresh fuel alone; the amount of 
energy which can be extracted from 
the fuel before it must be reprocess¬ 
ed or discarded as well as the costs 
incurred for its preparation and 
fabrication must also be taken into 
account. 

j^uming, however, that all the 
initial estimates have been made 
with a reasonable degree of accu¬ 
racy, the next problem ia to work 
Out the generating coat prt" unit 






(kikn^t'faiHwy d .pmm iHMdMMwL 
Heic ■«gaia« esmnater is f$ttd 
witfa technical,. «con«Bnio and «c* 
counting uncertainties. On the 
technk^ aide, both plant life and 
load factor, which affect generating 
costs, can fc»' die time being be 
only aStunied, since no power reac* 
tor has yet been worked for the 


wlMie -d ^ at^acusd ofemtienal 
life. Atmdwr important factor is the 
poBsibitity of achieving a power oot- 
pitt substantially hi^er than that 
provided by the original design, 
thus lowering the estimated unit 
capital cost proportionately. Among 
economic factors toe interest rate 
plays a crucial role. A high interest 


mto adll icvour plants with 
dvely low investment and reladvcty 
fa^ fuel coats, while a low rate wiU 
favour a plant with higher inwest* 
znent but lower fuel cosu. As re¬ 
gards accounting questions, deter* 
raination of the generating cost is 
complicated by the existence of 
different methods of computation. 


Strategic Shortfalls in Industry 

(From Our Dtlhi Correspondent) 

Insofar as the public sector has the overwhelming responsibility for developirtg the basic capital and 
producer-goods industries essential to ensure that "‘the requirements of further industrialisation can be met 
from the country's own resurces”, the poor performance of a large number of public sector, prefects, as re¬ 
vealed by the folloudng review of industrial development in the first ta>o years of the Third Plan, has im{di- 
cations far more important, from the poim of view of the growth of the economy, than a shortfall in imme¬ 
diate outputs 

Shortage of foreign exchange does not appear to be the only, or in many cases even the principal, reason 
why the industrial programme is lagging behind schedule. Much is said, though not as much done, about 
the need for careful planning and efficient execution of industrial projects, but a careful examination <u/ill show 
that many of the lags in the industrial programme can be traced in fact to the persistent failure to translate 
the by now. well-known industrial priorities into reality. 


rpHJC Third Plan professed to be a 
“heavy Industries Plan” and one 
of Its principal objectives was “to 
expand basic industries like steel, 
chemicals industries, fuel and power 
and establish machine-building capa¬ 
city, so that the requirements of 
further Industrialisation can be met 
within a period of ten years or so 
mainly from the country’s own re¬ 
sources” (emphasis ours). Special im¬ 
portance, therefore, attaches to the 
progress of the Plan’s industrial pro- 
grranime. And, In view of the long 
gestation periods of most heavy in¬ 
dustrial projects, it is possible, on 
the basis of the progress made so 
far, to form a good Idea of what can 
be, and what cannot be, achieved by 
1965-66 

The development programme for 
industries and minerals in the Third 
Plan was estimated to require a total 
investment of Rs. 3,143 crores, of 
which the foreign exchange compo¬ 
nent was Rs. 1,388 crores Of this, 
the expected investment in the pub¬ 
lic sector was Rs 1,808 crores with 
a foreign exchange component of 
Rs. 860 crores while private sector 
investment In industry was expected 
to be Rs 1,335 crores including 
Rs 528 crores In foreign exchange. 
Against the total investment requir¬ 
ed -of Rs 3,143 crores, the Plan esti¬ 
mated the investment that would be 
actually possible at Rs 2,770 crores 


-- Rs 1,620 crores In the public sec¬ 
tor and Rs 1,250 in the private sec¬ 
tor 

Spill-Over IneviteMe 
Thus It was expected that a part 
of the Industrial programme, of both 
sectors, would not be completed by 
1965-66 and would spill over Into the 
Fourth Plan It was sUso admitted 
that the spill-over In real terms was 
llhely to be bigger than indicated by 
the gap of Rs 460-500 crores between 
Investment requirements and availa- 
btllty of resources The figure of In¬ 
vestment required given In the Plan 
was likely to prove an under-estimate 
both because of price escalation dur¬ 
ing the Plan and because the cost 
estimates of many projects as con¬ 
tained In the Plan were tentative. 
Similarly, estimates of foreign ex¬ 
change costs were based on the as¬ 
sumption that purchases would be 
made from the cheapest source of 
supply — an unrealistic assumption 
since most aid is tied to purchase 
from the ald-gtvlng countries. An 
Idea of the extent to which costs 
could diverge from Plan ustimates 
can be had from the experience of 
the Second Plan when, though in¬ 
vestment In InduRrtas exoeadsd the 
original estimates by as much as 30 
per cent, only 85 to 90 per cent of 
the physical programme could be 
completed t 


To understand the implications of 
the shortfall In the industrial pro¬ 
gramme, one has to go beyond these 
aggregative financial magnitudes and 
ferm an idea of the specific indust¬ 
ries In which the shortfalls are likely 
to occur. The Third Phut contains 
some pointers on this question, at 
least an far as the public sector is 
concerned. The projects forming the 
public sector industrial programme 
were grouped into three categories 
in the Plan; 

(1) Projects carried over from the 
Second Plan and under execu¬ 
tion; 

(2) New projects for which exter¬ 
nal credits were alrsady as¬ 
sured, wholly or partly; and 

(3) New projects for which exter¬ 
nal credits had yet to be ar¬ 
ranged. 

It was expected In the Plan that 
all projects faUling In category 
(1) would be completed by 1965-66, 
as would most of the projects in 
category (2). The greatest element 
of uncertainty attached to projects 
falling In category (3). Of course, 
these categories did not represent a 
priority-wise arrangement of pro¬ 
jects For instance, category (3) in¬ 
cluded such high-priority projects as 
the Bokaro steel plant and the alloy 
and special steels plant. The classi¬ 
fication of the projects into the three 
categories was based on the not-un- 
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JustUM «xp«ct«tion that projacta 
wMeli wwn already under axeeutlon 
and others for which foreign ex¬ 
change had been arranged could 
be proceeded with with greater 
certainty than projects for which 
foreign exchange had yet to be ae- 
cured. 

Fean Come Tme, 

Hopes Remain Unfulfilled 
Little ofllctal information is avail¬ 
able on the progress of the public 
sector industrial programme in the 
first two years of the Plan A com¬ 
plete picture may be expected to 
emerge from the Planning Commis¬ 
sion’s "mid-term” review of the Plan 
on which it is known to be current¬ 
ly engaged However, till the results 
of this review are available, one has 
to depend on newspaper reports and 
other piecemeal information Even 
such scrappy Information, however, 
gives the impression that while the 
Planning Commission's fears about 
projects belonging to category (3) 
have proved well-founded, Its expect¬ 
ations in respect of projects in cate¬ 
gories (1) and (2) have been sub¬ 
stantially belied 

To begin with projects in cate¬ 
gory (3), 1 e, new projects for which 
foreign exchange had yet to be ar¬ 
ranged at the begining of the Plan, 
the only project which seems to 
have made reasonably satisfactory 
progfToss Is the expansion of Ferti¬ 
lisers and Chemicals at Alwaye in 
Kerala Projects on which work has 
begun but which have made no ap¬ 
preciable progress su-e- 

(1) Alloy and tool steels plant; 

(2) Expansion of Hindustan Ship 
yard. 


(1S> Low temperature earbonlaatton 
plant; 

(14) Nelveli Lignite's high carbonisa¬ 
tion plant and related facilities 
for pig iron production. 

Among projects belonging to cate¬ 
gory (2), i.e., projects for which new 
credits were already wholly or psirtly 
assured at the beginning of the Plsn. 
only the watch factory at Bangalore 
has made appreciable progress Pro¬ 
jects which have made some progress 
are HMT’s machine tools factory at 
Plnjore, Punjab, expansion of Praga 
Tools at Secunderabad and expansion 
of Hindustan Cables. Projects which 
appear to be lagging behind schedule, 
in varying degrees, are- 

(1) Second heavy electrical project 
at Rampur, U. P . 

(2) Third heavy electrical project 
(Ramachandrapuram, Andhra), 

(31 High pressure boiler plant (Ti- 
ruchi, Madras), 

(4) Precision Instruments project 
(Kotah, Rajasthan), 

(5) Precision instruments project 
(Kerala), 

(6) Ophthalmic glass project (Dur- 
gapur); 

(7) Raw film project, 

(8) Expansion of the three public 
sector steel plants; 

(9) Expansion of Hindustan Ma¬ 
chine Tools. 

(10) Basic refractories project (Bhi¬ 
lai), 

(11) Gujarat oil refinery (Koyall), 

(12) Heavy plate and vessel works 
(Maharashtra), and 

(13) Security paper mill (Madhya 
Pradesh) 


Coming, finally, to projact a In 
category (1), i.e., projacta caartad 
over from the Second Plan and exe¬ 
cution of which waa already under 
way at the beginning of the Third 
Plan, the completion of the three 
steel plants Is a landmark. Other pro¬ 
jects In this category which have 
made considerable progrese are the 
heavy electrical plant (Bhopal), the 
fertiliser factory, the thermal power 
plant and the briquetting and carbo¬ 
nisation plant—all at Nelveli. The 
Numnati oil refinery has been com¬ 
missioned while the second public 
sector refinery at Baraunl is expected 
to go on stream In October thla year, 
which is well behind the original 
schedule Projects which have made 
some progress are the completion 
and expansion of the heavy machi¬ 
nery plant (Ranchi), the foundry 
forge plant (Ranchi), the mining- 
machinery plant (Durgapur), the 
heavy machine tools plant (Ranchi) 
and the fertiliser factories at Trom- 
bay (Maharashtra) and Nahorkatlya 
(Assam) However, even among pro¬ 
jects in this category which should 
have been expected to make rapid 
pi ogress, the list of those whose pro¬ 
gress has been unsatisfactory Is by 
no means short These Include: 

(1) Synthetic drugs plant (Sanat- 
nagar, Andhra) 

(2) Antibiotics plant (Rlshikesh, 
UP). 

(3) Phyto-chemicals plant (Mun- 
nar, Kerala). 

(4) Surgical instruments ^ plant 
(Gulndy, Madras) 


Shortfall in Strategic Industries 


The list of projects which have 

remained untouched, or almost so. 

In the first two years of the Plan Is 

truly Impressive: 

(1) Bokaro steel project; 

(2) Hindustan Shipyard’s dry dock 
project; 

(8) Second shipyard at Cochin, 

(4) Expansion of NEPA Mills; 

(0) Heavy compressors and pumps 
project: 

(6) Ball and roller bearing project; 

(7) Additional capacity for machine 
tools; 

(8) Second heavy structural works; 

(10) Marine diesel engine factory; 

(11) Expansion of alkaloid factory at 
Ohazlpur In U. P.; 

(IS) Lubricating oil plant; 


Industry Unit of 

__ Account 

Finished iteel Mn tons 

Alloy, tool and stainless steels '000 tqns 

Aluminium ’000 tons 


Copper** 

Steel castings** 

Steel forgings** 

Machine tools 
Automobiles. 

Commercial vehicles 
Passenger cart 
Ball and roller bearings 
Fertilisers: 

Nitrogenous 
Phosphatic 
Sulphuric Acid** 
Automobile Tyres** 


‘000 tons 
’000 tons 
’000 tons 
Rs crores 

•000 Noe 
'000 Nos 
Mn Nos 

'000 tons 
'000 tons 
Mn tons 
Mn Nos 


Cement Mn tons 

^fractones _ Mn tons 

* Figures in brackets is the revised uiget. 

** Figures are for capacity. 


Expected Production 

Plan 

in 1965-66 

Target 

5.8 

6.8 

Nil 

200.0 

68 0 

87.3* 

(110.0) 

17.4 

22.0 

150.0 

200.0 

120.0 

200.0 

25.0 

30.0 

54.0 

60.0 

25 0 

30.0 

12.0 

15.0 

500.0 

800.0 

200.0 

400.0 

1.5 

1,73 

4.6 

3.7* 

(5.2) 

12.0 

13.0 

1.1 

1,5 
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(5) Organic intanaadlntm pUnt 
(Paavel, Mabaruhtra). 

(8) ISxpanalQn of Hindustan Anti¬ 
biotics (Pin^ui, Maharasfctra.). 

(7) Fertiliser factory (Oorakpur, 
UP). 

Distnrbins Implkslimu 

The progress of the major public 
sector projects as revealed by this 
sketchy survey, based mainly on the 
investment made in them in the 
first two years of the Plan, 
has two particularly disturb¬ 
ing implications. Insofar as the 
public sector has the overwhelming 
responsibility for developing the ba¬ 
sic capital and producer goods in¬ 
dustries which are necessary to en¬ 
sure that “the requirements of fur¬ 
ther industrialisation can be met.... 
from the country’s own resources,’’ 
the delay in the public sector pro¬ 
jects has implications far more im¬ 
portant, from the point of view of 
the grrowth of the economy, than a 
shortfall in Immediate output. To 
lake but one telling Instance, if the 
heavy-machinery complex for which 
the Soviet Union had offered aid 
quite early in the Second Plan, had 
been taken up in the Second Plan 
and completed in time, the bulk of 
the equipment for the fourth public 
sector steel plant could have been 
fabricated domestically 

The other implication of the slow 
progress of projects in all the three 
categories mentioned above is that 
shortage of foreign exchange is not 
the only, or even the principal, rea¬ 
son why the public sector industrial 
programme is lagging behind sche¬ 
dule The poor performance of a 
large number of projects for which 
foreign aid has been secured indi¬ 
cates that the real causes of delay 
lie elsewhere—in faulty and incom¬ 
plete planning of projects and in 
slothful implementation. An Instance 
which has been in the news recently 
is that of the phyto-chemicals plant 
m Kerala. The project has reported¬ 
ly run into such heavy weather that 
the possibility of abandoning it al¬ 
together is by no means ruled out. 
The reason given is that tea waste 
and prunings, the raw materials for 
phyto-chemicals, are not available at 
economic prices. One would eiqject 
that avaUablUty of raw materials 
was one of the first things to be 
coaaldeiiad tn the planning of any 
Industrial project. It can hardly iss* 


pin conftdenoe in .ths ylanoKtty ^yb- 
tsra if, after belag on the aa^ for 
full two yean, a project has to be 
abandoned because It is discovered 
that raw materials are not available. 

The large amounts of unutilised 
foreign aid tied to qieciflc projects 
are enough to raise doubts whether 
foreign exchange la in fact the prin¬ 
cipal constraint on industrial deve¬ 
lopment. The progTMS of public Stic-, 
tor industrial projects in the first 
two years of the Third Plan shows 
that availability of foreign exchange 
is really an enabling factor. In ad¬ 
dition to sound advance planning and 
efficient execution, about which much 
Is talked though not ae much done, 
a careful enquiry will no doubt show 
that many of the lags in the indus¬ 
trial programme can actually be 
traced to the persistent failure to 
translate industrial priorities into 
reality. Thus the completion of the 
complex of heavy machinery and 
structurals and forgings projects 
will obviously make its Impact on the 
execution of a wide variety of pro¬ 
jects. A scheme of execution of pro¬ 
jects on the basis of availability of 
foreign exchange cannot substitute 
for one baaed on the relations of 
complementarity and inter-depend¬ 
ence among projects. 

Private Sector’s Failures 

The complementarities and inter¬ 
dependencies are as much a fact in 
the private sector and between pro¬ 
jects in the private and the public 
sectors. In the case of the private 
sector, however, industrial targets 
and programmes have a different 
meaning from those of the public 
sector. The control exercised by the 
Government through the Industrial 
licensing policy is essentially nega¬ 
tive and efforts to give positive 
direction to private industry have to 
be in the form of incentives and con¬ 
cessions. 

In aggregative financial terms pri¬ 
vate sector investment in industry 
has been in keeping with the Flan 
targets. But an industry-wise survey 
would soon reveal that the progress 
in such crucial sectors as steel cast¬ 
ings and forgings, special steels, alu¬ 
minium, machine toots, cement and 
fertilUers ranges from nil to below 
expectations. High priority projects 
have faced difflcultleB in arranging 
for foreign ctdlaboration and even 
In raising ftmds locally, while rela¬ 


tively low pritolty projects have 
sailed ahead Aiirly smoothly^-«a in 
the Second Plan. To direct private 
investment into the high priority in¬ 
dustries the Plannnlg Commission Is 
known to be considering price in¬ 
centives to controlled industries and 
higher development rebate in select¬ 
ed Industries. These are not novel 
suggestions and were mentioned In 
the Third Plan though the Govern- 
ment has yet to act on them. 

Su-ttctuml Base Still Weak 

The overall picture of industrial 
development that emerges is present¬ 
ed in the Table on page 1282 which 
shows the original Plan targeu and 
the production that may be achieved 
in 1665-66 on the basis of current 
trends for some important Industries, 

Reviewing industrial development 
in the Second Plan period, it was 
stated in the Third Plan; “There can 
be no doubt that in the industrial 
field far-reaching gains have been 
secured. It must, however, be recog¬ 
nised that this success, consider, 
able though It Is, has so tar been 
Insufflrlent to radically alter the 
stmctu(« of the economy .... The 
main industrial targets which have 
not been achieved are those set for 
iron and steel, fertilisers, certain 
items of Industrial machinery, heavy 
castings and forgings, aluminium, 
newsprint, raw films, chemical pulp, 
soda ash, caustic soda, dyestuffs, and 
cement. The shortfalls have unfortun¬ 
ately occurred In some of the very 
industries which are of cructol Im¬ 
portance and have deprived the eco¬ 
nomy of benefits reckoned on for the 
start of the Third Plan" (emphasis 
ours). 

A similar epitaph, it appears, can 
be written in advance for the Third 
Plan. 


Everest Advertising Scholarship 

J^VEREST Advertising Private 
Limited has instituted a full- 
term scholarship for a deserving 
candidate for the Diploma Course 
in Advertising at the Bharatiya 
Vidya Bfaavan’s College of Journa¬ 
lism, Advertising and Printing. 
The scholarship will be given to 
a meritorious student deserving aid, 
who is not employed and who is 
interested in taking up advertising 
as a earner. 
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Chemical Industry—A Link Missed 

A €hipt» 

The revteu of industrial development in the first two years of the Third Plan attempted in the de¬ 
vious article throws some light on the complementarities among different sectors of industry and indicates aou> 
failure of certain strategic industries to develop according to schedule may hold up the progress of a whole 
range of related industries. 

In this article this piiru is illustrated with an example from the chemical industry. 




'J’HFI I'eported detision of the Gov- plied to them from the public sec- Gennan loan carried a lower psta 
ornment to drop the public set- tor project. On the basis of this, of interest. The German industria- 

tor primary intermediate chemicals many of the big dye manufacturers fists were upset about this and rela- 

project at I’anvel, Maharashtra, planned huge plant.s lor the manu- lions between them and the Govern- 
{The Economic Weekly, July 6 facture of secondary intermediates ment were strained. Meanwhile it 
1%.'}) raises many important ques- and have already spent large amo- was found that money from West 

tions relating to the development of unU of money on these plants. The German aid would not be available 


the dyes end pigment indu-try in 
the country The tlyes industry has 
by now got well-established. Some 
of the important categories of dye¬ 
stuffs at present manufactured along- 
with the production capacity in res¬ 
pect of them and the future demand 
for them are given in the table be¬ 
low. 

Dyestuffs are complex otganic 
compounds and the manufacture of 
these involves complex processes. 
There are three stages in the tech¬ 
nology of dyestuff production : 

(1) manufacture of primary in¬ 
termediates from basic chemicals, 

(2) conversion of primary in¬ 
termediates into secondary inter¬ 
mediates or complex intermedi¬ 
ates, and 

(3) conversion of complex in- 
teimediales into dyestuffs. 

Collaboration Asreemeni 

Complex intermediates are now 
imported and are converted into 
dyestuffs in the dyestuff factories. 
The Government of India decided 
in I960 to start the PanveJ project 
for the manufacture of primaly 
intermediates from tlie basic raw 
materials available \ii India This 
was expected to save a large amount 
of foreign exchange. The public sec¬ 


question is, if the Panvel project is 
abandoned, from where will these 
manufacturers get the primary inter¬ 
mediates ? Either llie primary inter¬ 
mediates may have to be imported 
at a cost of foreign exchange or the 
plants will have to be kept idle. 

Why Germans IxMt Interest 
Reports that the German manu¬ 
facturers who were to help build the 
Panvel plant have backed out be¬ 
cause they now feel that the project 
is not a viable one sound strange 
because the project was launched 
foui years ago and a great deal of 
jireparalory work has been done and 
a lot of money spent on the project, 
including by the Germans. Accord¬ 
ing to more informed souices, how- 
wet, the «tory is somewhat differ¬ 
ent. In 1960, when the agreement 
with the German consultant.s was 
signed, it was arranged that apart 
fiom their contribution to the capi¬ 
tal. the Germans would provide addi¬ 
tional foreign exchange required foi 
the imported equipment as loan and 
would be paid 7 per cent interest On 
the loan Subsequently the Govern¬ 
ment of India felt that it would be 
cheaper to use money out of West 
German aid to India for import of 
equipment for Panvel since the West 


after all. The Government was in 
a dilemma. 

Other difficulties also arose. It 
was discovered that the intermedi¬ 
ates planned to be produced at 
Panvel would not be sufficient even 
for a part of the requirements of 
the secondary intermediate manu¬ 
facturers. The big dye manufac¬ 
turers then approached the Planning 
Commission and the Government ag¬ 
reed that some of the primary inter¬ 
mediates could be manufactured by 
the dye manufacturers. Rut it would 
not be surpiising if in course of 
time it IS found that it i-s not eco¬ 
nomical for isolated manufacturers 
to go into the manufacture of the 
whole range of primary intermedi¬ 
ates at this juncture. TTiis requires 
heavy investment, and the reason 
why manufacture of primary inter¬ 
mediates was taken up in the public 
sector was that the task was beyond 
the competence of the private sec¬ 
tor. All these, considerations make 
it imperative that the Panvel pro¬ 
ject be salvaged. The Gennan con¬ 
sultants may yet agree to complete 
this project provided financial ar¬ 
rangements agreeable to them are 
made. 


tor project was planned at a cost 
of Ra 12 rrores of which Rs 6 cro- 
res was the foreign exchange com¬ 
ponent. It was planned to manu- 
factun? about .300 different inter¬ 
mediates. mainly for the dye 
industry and aNo for the drug and 
phannaceutical industry. 

It was planned that the dyestuff 
manufacturers would produce the 
secondary coidple* intermediates 
from the primary intertnediates sup- 


Dyeituffa i Capariiy and Expected Demand 


Dyestuffs 


Am Dyes 
Baste Dyes 
Fast Colour Bases 
Naphthols 
Organic Pigments 
Sulphur Black 
Vat Dyes 
Total, including 
miseeUMeous 


Present 

Capacity 


(To ns) 

New 

Capacity 

Licensed 


1965.66 

Require¬ 

ments 

3,000 

900 

1,300 

1,300 

1.200 

2.3(30 

1,200 


1970-71 

Requiie- 

ments 

3,700 

1,100 

1,600 

1,600 

1,300 

2,800 

Lseo 



Export Strategy for the Take-Off 

Bbomohao Siagh ^ 

It is now widely recognised that India’s export receipts will have Us be more than doubled bj 
J970 if the Indian economy is to become self-reliant even by the Fifth Plan. 

From the short run point of view also, the case for a vigorous export drive is not less strong. A 
large part of the industrial capacity of the country is lying unutilised for want of imported components and 
raw materials. Thus the availability of extra foreign exchange made possible by an ineremenUd rise in ess- 
port earnings would increase the country’s national income by neatly the full amount of value added in 
manufacture in sectors of idle capacity. 

In addition, if the output of some crucial bottleneck products could be raised through on increased 
.supply of imported materials, the gains to the economy would be further increased insofar as the output of 
many complementary industries would also rise. 

Above all, the country’s foreign exchange reserves having been nearly exhausted, we face a situation 
where even a minor shortfall in the amount of aid or a decline in export earnings could induce disproportionate¬ 
ly adverse effects on the country’s economic health. Thus the task of increasing export earnings here and 
now assumes a new urgency. 


QUR official policy has been far 
too slow in recognising the 
necessity of a sustained export 
drive. As is now admitted “one of 
the main drawbacks in the past 
has been that the programme for 
exports has not been regarded as an 
integral part of the country’s deve¬ 
lopment effort under the Five Year 
Plans’’ fCf “The Third Five Year 
Plan", p 137), As with planning 
in general, the greatest weakness of 
our export policies has been more 
in implementation rather than in 
formulation For instance, take 
the case of ensuring that our ex¬ 
ports conform to certain minimum 
standards of quality The Depart¬ 
ment of International Trade is 
planning to move into the matter. 
Meanwhile as recently as last 
month we find Australian importers 
complaining of the defective qua¬ 
lity of jute goods shipped from 
India (Economic Times, June 7, 
1963) Furthermore, while wo 
have even now not fully suc¬ 
ceeded in preventing the export 
of sub-standard cotton textiles, it is 
instructive to know what our prin¬ 
cipal competitor, namely Japan, 
has done in this field. As early as 
April 1951. the Japanese Ministry 
of International Trade made it com¬ 
pulsory for all Japanese cloth to 
bear a label indicating whether the 
colour was fast and washable In 
1955 the Japanese Government 
ruled that nothing but the cloth of 
washable colour or better could 
be exported to the designated areas; 
and in March 1958 this ruling was 


made applicable to Japanese ex¬ 
ports of textiles to all destinations. 

Measures, of Export Promotion 

Fortunately in the last two or three 
years, there has been a tendency 
for attitudes to change in the 
ngiit direction but the movement 
has not gone far enough. The 
situation was aptly summarised 
last year by the Import and Export 
Policy Committee when it pointed 
out that “while targets of a high 
order have been theoretically drawn 
up. adequate steps have not yet 
been taken to dovetail the import 
export targets with the plans and 
projects of development m the 
private and public rector and to 
lav the foundation of a big trade’’ 
{Ihui p 24). 

In the last few years. Govern¬ 
ment has no doubt taken some 
useful steps to promote exports. 
-Some new institutional arrange¬ 
ments like the Export Promotion 
Councils have been brought into 
existence. Attempts have been 
made to abolish any remaining 
disincentives to exports bv a syste¬ 
matic review o' export controls 
and export duties and by arranging 
for a speedy refund of import and 
excise duties on the raw material 
content of the exported articles. 
Furthermore, in order to ensure 
that manufacturers participating in 
the export trade are not hampered 
by a lack of a sufficient supply of 
raw materials. Government has 
arranged to provide the necessary 
raw materials. local as well as im¬ 


ported, by granting appropria 
licences to such firms. Lutly, son 
more positive incentives to ea 
porters have also been offers 
'Hiesc take the form of n rebate < 
income tax on export earning 
freight rebate on specifit^ expo 
shipments on the Indian Kailwv 
and the supply of raw materials 
concessional prices to exporters < 
specified products. (In an econ 
my where imports are severe! 
controlled, the permission to tl 
exporters to retain a part of expo 
receipts for the import of specific 
raw materials has also an elemei 
of incentive attached to it). 

Cumulative Impart net fllgnifieant 
All these are helpful measure 
However, in their cumulative in 
pact they are unlikely to be of 
very great significance becaui 
positive. incentives to eJmorl 
are so far greatly limited i 
their scope and they do not covi 
some of India’s major export item 
Ginsidering the fierce competitic 
in the world markets and the grew 
ing profitability of the home ma 
ket in India (as a result both c 
rising incomes and severe impo 
controls), the existing measures ai 
grossly inadequate That this is i 
is proved by the failure of existir 
export promotion scheme for cotto 
textiles in boosting our exports. A 
is well known, despite the incentive 
under the export promotion sedioni 
for cotton textiles, some textil 
mills chose to pay premiums at ( 
near the penalty rates to avoid e; 
porting 12,5 per cent of their pn 
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doction unt^r the scheme of com- 
pulsur)’ exporih introduced last 
year. The moral is that the pre- 
Hent export promotion nu-aMircs an- 
halting in their incidence and 
extremely inadequate ter meet the 
challenge of the .situation Un¬ 
fortunately, it appears that apart 
from these measures, (’government 
secmii to have been left only with 
exliorlations to manufacturers to vx 
port more A typical case is the 
(/ovcrnmcni’.s repo; led re.sponse to 
the jute industty’s request for 
some countervailing action to 
nnltralise the cfTccIs of Pakistan’s 
export bonus scheme. This scheme 
has been in operation in Pakistan 
since lO.'jO. and as a n-sult, Pakistan 
has made lieavv inroasls into our 
traditional niaikeis for jiiie sncking 
Until now we base failed to take 
any action to meet this “unnatural” 
competition and the ofTirial view 
seems to have been that the growth 
of an export li.ised nile indii>-li\ in 
Pakistan was inevitahle and could 
not be cliecked lint now that 
Government is reported to be seized 
of the problem, it has pone no 
further than asking the jiile iiidustiy 
to subsidise exports out of a pool 
to be ereated from its own resources. 
Such a device has preciously been 
used in the case of bicycles as well 
as sugar and the rc-sults are well 
know'll. Since the bulk of the ex- 

i iort activity is hemp earned on 
)y the private sector, it is neces¬ 
sary to realise that exhortations 
and appeals to patiiotism are hard¬ 
ly an adequate siihsiitiite for posi¬ 
tive economu iiuenlurs In this 
connection it i« well to lememlier 
Marshall’s dirtuni “Progress 

chiefly dejM'nds on the extent to 
which the strongest and not merely 
the highest forces of human nature 
can be utilised for the increase of 
social good”. 

Elements of Export Slrateay 
Broadly speaking, our objective 
should be at least to hold on to 
our present .share of world exports 
for those commodities where we am 
a lending exporter and world trade 
fljspldys oligopolistic' tendencies, 
for those Commodities of which we 
air pnly a marginal exporter, sus¬ 
tained effort.s should be made to 
increase our market share Tt is 

a times asked how far is it lusti- 
*'for India to increase her ex- 
pdHs at the cost of other under- 

libis 


developed countries? The simple 
answer to this is that India is per¬ 
haps the poorest country in the 
world and »he, therefore, need not 
suffer from any pangs of conscience 
in pushing forward her exports as 
part Ilf her programme of economic 
development Besides, it need not 
alwav.s be that our exports must 
I ninppte against those c>f other un¬ 
derdeveloped countries For exam- 
file, in cotton textiles our chief com¬ 
petitor IS Japan Moreover, it i“ 
quite possible that a rise in our ex¬ 
ports of such Items as raw cotton, 
tobacco and vegetable oils mav 
•iffeit rich countries hke the II.SA 
more than underdeveloped countries 
since the USA is also a major ex¬ 
porter o*^ agricultural commodities 

Role of Traditional Exports 

There is a widespread feeling 
fh.it since our traditional exports 
do not offer muih scope for ex¬ 
pansion, rxjiorl promotion measures 
need not rover them. It is no 
(loiibl true that our traditional ex¬ 
port' do not offer very exciting 
opiiorlunites but it does not follow 
that we can afford to leave them 
alone ('onsidering that other 

countries are out to inrrease their 

exports of such item.s as jute poods 
te.s cotton textiles and manganese 
ore. vye may not be able to main¬ 
tain our present exports of these 
Items without a conscious policy 
of firolecting our position Un- 
'^f'rtiinatplV our n-.-plert of the tradi 
Iional exports m the Iasi decade 
has cost us dearly In almost all 
tradilion.al items out market sh.are 

of world exports has been failin'^ 

in the last decade For example 
in jute manufactures, our sh.are of 
world exports fell from 07 per cent 
in l9I8-.'>0 to alioul 76 jiei cent i i 
iO.S8-6(l, 111 tea our share fell from 
a bom ,'iO per cent to 4.8 per rent 
over the same period, before the 
w.nt India normallv supplied 45-.‘>0 
per rent of world exports (exclud¬ 
ing ('.hiiui) of groundnuts and 
groiiiuliiiil oil (in terms (,f 
(111 equivnlent) hut in IQ.'SR-bH 
India's share had fallen to 8 jjer 
con ' During 50 both India 

an 1 Japan accounted for about 11 
per rent n' world exnorts of rotton 
textiles eaeh; m 1958-60. Japan 
had managed to raise her share to 
about 18 per rent while India's 
fell to about lO per cent. At a 
time when previously major ex- 
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portprs like the U K and the USA 
were resigned to a reduction in 
their exports of rotton textiles, an 
export oriented policy in India 
could have turned this fact to her 
advantage. But whereas Japan, 
Hong Kong and Pakistan have all 
(ashed on this opportunity, India 
has not My investigations have 
shown that if India’s relative share 
of world exports of her principal 
traditional exports in 1958-60 had 
been the same as in 1918-50. the 
country s export earnings would 
have been higher by about Rs 
90-100 crores a year than they 
actually were One gets an idea 
of the opportunities which have 
been lost when one remembers that 
this IS roughly the entire foreign 
exchange cost of a steel plant with 
an annual capacity of one million 
tons. 

The jiomt I wish to emphasise is 
that India's traditional exports are 
far too important to be left alone 
We must urgently do something 
about the competition offered bv 
Pakistan in jute manufactures, 
similarly, we must greatlv streng¬ 
then our competitive position with 
regard to common teas; we must 
bring our prices of cotton textiles 
to a level where we can effectively 
compete against Japan: m manga- 
ne-se ore, we must face the Russian, 
African and Brazilian competition 
more effectively; in vegetable oils 
we must do something to recover 
at least p.irt of the lost ground f 
shall come hack to these points 
again in a later section 

Crucial Importance of Agricultural 
Production 

In order to increase our exports 
it IS necessars' not only to ensure 
that adequate export surpluses are 
forthcoming hut also that they arc 
made available at rompetitive 
prices The future of our tradi¬ 
tional exports IS crucially depen¬ 
dent On the trends in agricultural 
production We cannot increase 
our exports of raw rotton. vegetable 
oils and tobacco unless production 
rises faster than the contemplated 
additional consumption Similarly, 
the performance of jute and cotton 
textiles will greatly depend on the 
country's ability to provide .siilB- 
cienf ra'w materials at competitive 
price.s I am one of those who do 
not take a very rosy view of the 
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export prospects of “new manu¬ 
factures" from India. (See mjr 
article in the Special Number, 
July, 1962). Such products of new 
inaustnes as we can readily export 
are unlikely to be much in demand 
abroad in view of the growing 
emphasis on import substitution in 
other underdeveloped countries 
while in some really promising 
lines, the creation of sufficient 
capacity to allow for export possibi¬ 
lities 18 currently being hampered 
{or want of an adequate supply of 
foreign exchange. On the other 
hand, in agriculture, now that vast 
investments in major and medium 
irrigation works have already been 
made, progress is most likely to 
depend on the adoption of improved 
techniques Hence it is time that 
we start measuring the success of 
our Food Ministers not by their 
uhility to negotiate for PL 480 im¬ 
ports < important though they are I 
and to sell a few thousand tons of 
sugar abroad but by the extent to 
whuli they ran deal effectively witn 
our agricultural stagnation 

CompetilivenesH of Exports 

It IS necessary to emphasise that 
in the modern world, international 
trade is not a simple arbitrage 
opeiation between piices of the 
same things in different centres 
Prices apart, such things as sales- 
man.ship, attractiveness and consum¬ 
er appeal, provision of after sale 
services, the length of delivery dates, 
a steady availability of supplies and 
credit facilities also exercise an im- 
poitanl influence on exports, especi¬ 
ally of manufactured goods. In the 
case of agricultural commodities 
with internationally recognised stand¬ 
ards, prices are no doubt the most 
important determinant of export 
performance but here too frequent 
changes in prices and availability of 
supplies may hamper the export 
effort. Thus insofar as export tom- 
modities are subject to export con¬ 
trol (raw cotton, vegetable oils for 
example) the export controls ought 
to he so administered as to lead to 
a steady availability of supplies from 
India Too frequent changes in ex¬ 
port quotas should be avoided as 
far as possible. 

However, there is no doubt that 
prices still play the crucial role in 
a competitive strategy. Where there 
are other competing sources of sup¬ 
plies, our export prices must com¬ 
pare favourably with them if our 


goods are to hold iheir owa in for¬ 
eign markets, in some commoditioa 
wiiere we are a monopolist or an 
oligopolist m world trade, it may 
be possible to pass on higher coat 
to loieigii consumers witnout mucb 
adverse enect on export earnmgs in 
tne short run. Hut such policies 
must give rise to the development 
and expansion of non-Indian sour¬ 
ces ot supplies or the use of i»me 
substitutes ilor example, paper bags 
in place ol jute bags), thus it ap¬ 
pears mat the recent device of im¬ 
posing minimum export prices as 
In the case ot cardamom, lac and 
tobacco seems to be ill-conceived 
from the point of view of long run 
interests ol the country. I'he omcial 
justihcation lor such a measure 
seems to be that in the absence ol 
such controls, there would be waste- 
tul competition among exporters, 
leading to an excessive fall m ex¬ 
port prices. But the great weakness 
of an officially imposed price con¬ 
trol IS that it will deprive the indus¬ 
try of the much needed flexibility 
in fate ol loreign competition 11 
the (rovernment is really worried 
about wasteful competition the best 
rneiliod would be to help reorganise 
the trade eliminating uneconomic 
exporters fiom the field 

In the last few months there has 
been some controversy whether the 
rupee ought to be devalued in order 
to improve the competitive position 
of our exports 1 cannot go into 
this controversy here but it appears 
that the gap between the views of 
the two opposing schools is rathei 
narrow because the opponents of 
devaluation readily admit the need 
for export subsidie.s. Those who pre 
fer export subsidies presumably 
think that such subsidies arc needed 
only for non-traditional exports, 
and in their view in the face of an 
assumed inelastic demand for many 
of our traditional exports a devalua 
tion may well worsen the terms of 
trade without bringing much relief 
to the country’s balance of pay¬ 
ments. On this view, export subsidies 
would bring about a given improve¬ 
ment m the country’s balance of 
payments with the minimum neces¬ 
sary deterioration in our terms of 
trade. In theory the answer to this 
IS that if there are any items with 
an inelastic demand and. if it was 
found that exporters not knowing 
their own self-interest, were charg- 


ii\g umlaly low prices they could 
be taken care ol oy a simultaneous 
levy ot export dufies on mem atoug 
wiui an act oi acvaiuatiun. in prac¬ 
tice, we nave to lace tne prumem 
tnat most ot even our traditional 
exports are m need ot some aeieit- 
sive action on our part it we are to 
preserve our existing share ol world 
trade. 

Up to a point the choice between 
expoit subsidies (combined with 
import duties) and devaluation 
(combined with export duties on ex¬ 
port goods with an inelastic foreign 
demand) is largely a matter of ad¬ 
ministrative convenience. And it 
subsidies have to be given to a large 
number of items, a general price 
adjustment like devaluation is to be 
preferred on account of administra¬ 
tive convenience. A country like 
India which is desperately sliort of 
foreign exchange needs a policy 
which would make the earning of 
foreign exchange as a whole more 
attractive. If we were to rely on ex¬ 
port subsidies, some needy cases may 
still be le^t out even if the autho¬ 
rities are very careful in favouring 
all deserving cases with export sub¬ 
sidies. 

Currency Retention Schemes 

Export subsidies may also take 
the form of currency retention sche¬ 
mes whereby exporters can make 
good their losses on export sales by 
importing scaice commodities. Such 
schemes have a much greater scope 
in a relatively free economy which 
doe.s not lay emphasis on the fulfil¬ 
ment of physical tragets so that im¬ 
porters can be given a great degree 
of freedom in choosing their im¬ 
ports. In a planned economy the 
exporters’ choice iii the use of their 
“free” foreign exchange has neces¬ 
sarily to he limited to only the 
essential iieiris which may not offer 
the most exciting profit opportuni¬ 
ties. 

Even otherwise a straight forward 
export subsidy is to be preferred to 
a currency retention scheme which 
grants import rights to a large 
number of exporters. The resulting 
displacement of large established 
import traders with their special 
knowledge o*' foreign markets by a 
large number of actual users may 
well lead to an unnecessary loss on 
teims of trade insofar ,as the ex¬ 
porting countries may appropriate a 
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STRONGER THAN STEEL 



There are metals stronger than 
■jteel, but steel is still the 
master metal because it helps 
build something stronger than 
ill — a nation’s economy. 

India’s annual steel production 
capacity has risen four times m 
five years—from 1.5 million mgot 
tons in 1956 to 6 million tons 
today. In providing this 
hrm foundation for the country, 
Hindustan Steel has played a 
leading role, building three 
one-million-ton integrated steel 
plants at Rourkela, Bhilai and 
Durgapur. And in the coming 
years, Hindustan Steel plans 
to expand the capacities of 
these three plants and build two 
more—one at Bokaro and an 
Alloy Steels Plant at Durgapur. 

By 1966 Hindustan Steel will 
increase its capacity to produce 
7 million tons of ingot steel a year. 

In the bid to make the national 
economy stronger, Hindustan 
Steel will play its part. 



HINDUSTAN STEEL 

Backbone of Induttry 
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part of die dilFoi^ace between,^ 
demand price and the wqfipiy price 
of imports by raising tbdr export 
prices. Besides, if economies of scale 
are importam in the import trade, 
there may be an unnecessary rise in 
the lond^ cost of imports. For ex* 
ample, the cost of tranqwrt may be 
lower for bulk cargoes than for 
small quantities of shipments. 

Curb OcMBestie Oesnaad 

Devaluation or export subsidies 
seek to promote exports by increa¬ 
sing the profit margin to be earned 
on export sales in relation to home 
sales. However, business firms may 
fail to respond if they are already 
earning “normal” profits on their 
home sales, Bueiness men may not 
be as interested in a single minded 
pursuit of maximum profit as is of¬ 
ten assumed and the incentive to do 
so is particularly weak if they are 
already reaping reasonable profits 
on the existing turnover. 

The opening up of a foreign mar¬ 
ket calls for special efforts and will¬ 
ingness to bear risk, and firms may 
let opportunities pass by even if 
there is the lure of additional pro¬ 
fits. But such disinclinations would 
be much weadcer if the home market 
were to decline absolutely in pro¬ 
fitability. Faced with the prospect 
of a fall in domestic demand and 
hence profits, firms may be much 
more willing to seek export outlets 
for their pr^ucte. Hence it is neces¬ 
sary to combine devaluation or ex¬ 
port subsidies to a restraint on the 
domestic absorption of exportables 
by such measures as fiscal levies, 
controls on prices or profits and 
even rationing of export commodi¬ 
ties for home use. 

Export PlanninK for Individual 
Commodities 

It is beyond the scope of the pre¬ 
sent note to lay down an export 
policy which is applicable to all 
commodities. However, it is possible 
to give an outline of some of the 
major problems faced by our im¬ 
portant export products which ought 
to be taken into account in the 
framing of export policy. 

Jute Manufactures 

It is quite likely that due to in¬ 
creasing international pressures, 
countries of Western Europe (which 
have a sizeable jute industpr of 
their own) will liberalise their im¬ 
ports of jute manufactures from 


Asian ceuntrkt. Until now thaw 
Qountries have been heavily protect- 
ii|g their local industries tntough 
both tariffs and import quotas. Even 
otherwise, my studies show that in 
the present decade the volume of 
world trade in jute manufactures 
may be expected to grow moderate¬ 
ly. From India’s point of view, 
however, the growth of an export 
based jute industry in Pakuum 
poses a very serious problem. As¬ 
suming that Pakistan has merely to 
produce more in order to sell more, 
her Second Five Year Plan aims at 
increasing her exports from 197 
thousand tons in 1959-60 to 290 
thousand tons by 1964-65 (ibid. 
p 238/ With only a very moderate 
expected growth in the volume of 
world trade, Pakistan’s success in 
the export markets is bound to af¬ 
fect India’s exports severely. 

Normally, India produces jute 
goods cheaper than Pakistan. But 
with the introduction since 1959 of 
an export bonus scheme in Pakistan 
which involved an export subsidy of 
nearly 25 per cent in I960 (as offi¬ 
cially admitted in the Report of 
Pakistan Jute Enquiry Commission, 
1961, p 142-46), that country’s cost 
disadvantage in relation to India 
has been more than neutralised. 
Backed by this export subsidy, 
Pakistan has made heavy inroads 
into India’s traditional markets for 
jute goods and during 1958-60 
Pakistan’s exports had risen to near 
ly 25 per cent of India’s exports. 
Until now Pakistan’s exports have 
consisted mostly of sacking and 
have been directed mostly to coun 
tries of the Far East But consider¬ 
ing that Pakistan has the advantage 
of having a superior variety of j'ute, 
suited for the manufacture of hes¬ 
sian, India will soon face a severe 
competition from Pakistan in the 
vital U S market as well. 

Ideally, one would expect that 
the two countries should work out a 
common policy with regard to the 
export of raw jute and jute manu* 
factures. It is well known that the 
existing capacity of the Indian jute 
industry is more than adequate for 
meeting the entire world demand so 
that any further extension of capa¬ 
city in Pakistan will lead only to 
wasteful competition between the 
two ccHintries. Unfortunately, the 
climate of opinion is not very con¬ 
ducive to a joint ^proach. In 


these circumstancea, India faces a 
dilemma. If she does not neutralist 
the’ effects of Pakistan’s export sub¬ 
sidy, India’s share of world exports 
will further fall. On the other hand, 
an attempt to match Pakistan’s ex* 
port subsidy will lead to a reduc¬ 
tion in export earnings in tbe short 
run (in view , of the inelastic ds- 
mand). However, a failure to act 
now might impose much more seri¬ 
ous losses on India in the long run 
when Pakistan’s industry would 
have grown in experience. There¬ 
fore, there is a strong case for India 
to give a countervailing export sub¬ 
sidy so as to induce Pakistan to 
wi^draw her own subsidy. 

Tm 

In tea we have to face two major 
problems. The first is created by a 
continuous fall in India’s relative 
share of world trade and the second 
is due to the growing fears that the 
world tea economy may enter a 
phase of over-production in the pre¬ 
sent decade. As we observed pre¬ 
viously, India’s share of world ex¬ 
ports fell from about 50 per cent 
in 1948-50 to 43 per cent in 1958- 
60. During the same period, Ceylon, 
the second leading producer, im¬ 
proved her share from 35 per cent 
to 37 per cent. India’s position is 
the weakest in common teas which 
are also grown in Africa. Exports 
of tea from Africa rose by over 100 
per cent in the last decade and 
since nearly 60 per cent of Indian 
exports consist of common teas (as 
against only one-third in the case 
of Ceylon) the growth of African 
exports is bound to affect India 
more than Ceylon. Africa is known 
to be a low cost producer. Accord¬ 
ing to an F A 0 estimate while costs 
of production were estimated at 14 
to 21 pence per pound in Africa, 
costs for the comparable Indian 
teas worked out btween 27 to 31 
pence per lb (Cf FAO “Tea-Trends 
and Prospects" Rome, 1960, p 44). 
Thus there is need to neutralise our 
cost disadvantage in common teas. 
TTie export duty on tea has been 
abolished but the withdrawal of the 
refund of excise duty makes the step 
not very progressive. 

Secondly, it appears that the tea 
industry has taken the FAO forecast 
of likely excess production by the 
end of this decade rather seriously 
(Cf a speech by the late Sir James 
Jones as reported in the “Tea”, Cal- 
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cutta, June, 1%1). This outlook may 
well hanij^er the growth of tea pro¬ 
duction in accordance with the tar¬ 
gets o) the 'I'hird Plan and wr may 
ttius well end up with a situation 
whereby a rising domeHtic lonsunip 
lion would eat into export surpluses 
As was jKiinted out tiy the t^lanta 
tion Lnquiry Commission some 
years ago, the pace of replantation 
in the post war years has been very 
slow and in the Darjeeling area, 
producing some of the finest tea, 
about bO per tent of the area is in 
need of immediate replantation. The 
fear of a loming recession will fur¬ 
ther dampen the enthusiasin ol 
planters, J’hereloie, in order to in¬ 
spire greater confidence among 
planters, it is necessary for Govern¬ 
ment to roiisult other leading tea 
producing countries with a view to 
devise an international stabilisation 
scheme to be put in operation in the 
event of a phase of over production 
The vei 7 existence of such a scheme 
would help an oiderly growth of 
tea production since the planters 
would have a greater degree of con¬ 
fidence in the future than they pre¬ 
sently seem to have 

Cotton Textiles 

We have already referred to 
India's disappointing export per¬ 
formance in rollon textiles in 
the last decade in oomparison 
with the performance of such 
countries us japan. Hong Kong 
and Pakistan Glearly, Indian goods 
are being pi iced out of the woild 
markets Whereas the wholesale pri¬ 
ces of cotton textiles in Japan in 
1960 were 23 per cent lowei than 
1953, 111 India the prices rose by 23 
per cent between 1953 and 1960 
(See II N Monthh Hulhhn of Sta 
Hstici, June 1%1). Kaw cotton at 
counts for nearly 50 per cent of the 
cost of production of tioili But 
whereas countries like Japan which 
depend largely on imported supplies 
find that raw cotton in recent years 
hat* become cheaper than before 
(thanks to,''U S subsidies on exports 
since 1956) prices ol eomparahle 
cottons in India since 19,59 have 
been above the world pnees Thus 
the first neces.sity is to stabilise pri 
oe» of raw cotton at a reasonable 
level. 

Furthermore, it is necessary to 
keep our cotton industry in a state of 
high efficiency for it is quite likely 


that the present decade will witnes.s 
a further liberalisation of textile im¬ 
ports by the developed countries 
ifiiis il it Is true that the preference 
abroad is for the flawless cloth which 
cannot be manufactured on ordinary 
looms, we must be willing to instal 
more ol automatic looms Obvious¬ 
ly, adoption of automatic looms on 
a large scale will cause a lot of 
unemployment hut the burden would 
he much more tolerable if the Gov¬ 
ernment were to revise Us attitude 
towards the expansion of the mill 
sector of the cotton industry The 
performance of the handloom .sector 
Cas been far from satisfactory, des¬ 
pite many incentives to increased 
production. The official estimates ol 
the production of handloom cloth 
are known to be an over-estimate, 
(omputed as they are by the appli¬ 
cation of an arbitrary conversion 
factor to the delivery of yarn by 
spinning mills to the handloom .sec¬ 
tor A large part of this yarn is 
sold in the black market to the 
powerlooms Thus Government’s 
willingness to face economic rcali 
lies and allowing the mill sector to 
expand its capacity would greatly 
reduce the burden of unemployment 
resulting from a wiilespread udop 
tion of automatic looms 

Finally a word about the export 
strategy By and large India has 
been able to hold on to her share 
of important export inuikets despite 
the glowing competition from Japan 
in the last five or seven years (Cey 
Ion, Malaya and Singapore are ex¬ 
ceptions) The success of Japan on 
the export front has been due not 
so iiiuih to a rise in her relative 
share of individual markets but to 
hei ability to find new markets for 
hci lextile.s Foi example, in 1960 
Asian countries took nearly 40 per 
cent of both the Japanese as well 
as Indian exports For the rest, 
leaving aside the UK, Indian ex¬ 
ports went mostly to Africa. The 
Japanese exports were, however, 
more uniformly distributed among 
the African. European. American 
and Oceanian markets. Recently, 
there has been a good deal of talk 
of encouraging the export of finer 
varieties of cloth In my view there 
are not much chances of our being 
successful in this venture since the 
bulk of raw- cotton needed for these 
varieties ha.s to Isr imprerted. Our 
natural advantage seems to be m lh» 
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cloth of coarse and medium varie¬ 
ties where we can compete even 
against Japan. Let us supply these 
varieties to more countries than we 
have been doing in the past. Fur¬ 
thermore, if the developed countries 
should liberalise their imports, the 
pattern would be one as we find in 
the U K, ie, the import of grey 
cloth for being processed at home, 
in accordance with the changing de¬ 
mands of fashion. Thus the best 
policy seems to be to specialise in 
those varieties of cloth where oui 
comparative advantage seems to be 
the greatest. 

Vegetable Oilseeds and Oils 

We have already commented upon 
the havoc played by the growth of 
domestic demand with India’s ex 
ports of vegetable oilseeds and oils 
The world outlook for vegetable oils 
IS encouraging, despite the growini, 
use of synthetic detergents and com¬ 
petition from other animal fats like 
butter. We should try to take ad 
vantage of the very rapid expee.ted 
growth of imports of vegetable oils 
into Japan in the present decade 
(The available FAO projections 
provide for the growth of net im¬ 
ports from an annual level of 
200,000 tons during 1957-59 to 
500,000 tons by 1969-71). In West 
( rn Europe, the tariff preferences for 
oil from the Associated teiritories 
notwithstanding, India should be 
able to increase her exports if onlv 
she has adequate export surpluses 
As IS well known, in the case of 
groundnuts almost the entire land 
suitable for cultivation has been 
brought under cultivation in the 
former French West Africa so that 
the immediate prospeets for a fur¬ 
ther expansion of output are not 
very good India should try to cash 
on this opportunity. Unfortunately, 
the Government ha4 so far been un¬ 
able to curb the domestic demand 
loi groundnut oil. At one time it 
was hoped that policies to crush 
substantial quantities of cotton seed 
(which presently go waste) would 
lelcase large quantities of ground¬ 
nut oil for export. Yet the produc¬ 
tion of cotton seed oil in the orga¬ 
nised sector which wai 12 thousand 
tons in 1956 rose only to 15 thous 
and tons in 1960-61. Vegetable oil¬ 
seeds and oils present a case where 
we could easily earn foreign ex¬ 
change worth about Rs 70-80 crores 






a year, if only the Government were 
to become a iittlr less soft to the 
domestic consumers. 

Tobacco 

India's failure to increase her 
exports of tobacco very significantly 
in the last decade is due primarily 
to our failure to improve the quali¬ 
ty of our tobacco. The Virginia flue 
cured variety is increasingly in de¬ 
mand in Europe and this variety is 
not grown in Europe so that despite 
the ECM tariff of 30 per cent, we 
‘ hould be able to export more to¬ 
bacco to Europe if only we have the 
tobacco of high quality The Indian 
Virginia tobacco is the cheapest as 
compared with both the Rhodesian 
as well as the American Virginia. 
Blit because of its poor quality, 
there is only a limited demand for 
It and that too for the top grades. 
The future of our tobacco exports 
IS. therefore, crucially dependent on 
oiir ability to greatly improve the 
quality of our product 

Man^anc.ir and Iron Ores 

In inangane.se ore we have been 
steadily losing ground for the last 
manv years in face of Brazilian, 
African and Russian competition. 
No doubt we face difficulties in in¬ 
creasing our exports as mining com¬ 
panies in Africa and Brazil are of¬ 
ten interlinked to the steel companies 
in metropolitan countries However, 
It IS worth investigating whether our 
selling methods need to be changed 
Unlike iron ore, manganese ore is 
demanded in small consignments 
.and we really ought to find out how 
far is the State Trading Corporation 
ideally suited to handle this trade. 

The export prospects for iron ore 
are very good and if supplies are 
forthcoming we should be able to 
Mep up our exports to about 25 
million tons by 1970 However, it 
is worth exploring whether additio¬ 
nal exports could not take the form 
of pig iron rather than ore. Before 
the war Japan used to import con¬ 
siderable quantities of pig iron from 
China and Korea and m the la«t few 
years she has negotiated agreements 
with South Africa for the supply of 
pig iron. If successful, such a deve¬ 
lopment would bring us additional 
foreign exchange to the extent of 
'alue added in manufacture. From 
the point of view of the importing 


countries, it would moan a cmnsider- 
ablc. saving of investment in blast 
furnace capacity as well as in drip¬ 
ping space. 

Rcew Cotton 

The latest FAO estimates (see 
Agricultural Commodities — pro¬ 
jections for 1970) point to a fur¬ 
ther expansion of world trade in 
raw cotton, the competition frqm 
synthetic fibres notwithstanding. 
Moreover, many underdeveloped 
countries which are now installing 
cotton textile factories are depend¬ 
ent on imported supplies. Besides, 
some varieties of Indian cotton, like 
the Bengal Deshi. have a special 
market of tlieir own suited as they 
are for non-spinning purposes and 
also (or being mixed with other fi¬ 
bres. India is only a minor exporter 
of raw cotton and her shaie of 
world exports in the last decade 
never exceeded 2 fjer rent Thus re- 
,gardle.ss of conditions of overall 
world demand, India should he able 
to increase her exports if only she 
can generate adequate export sur¬ 
pluses The Third Plan provides 
for an increase of 37 pei cent m 
the production raw cotton and 
one can only hope that not onlv 
will production live up to the ex 
pectations but that exports will rise 
pronortionalelv to the growth of 
production 

Cashew Kernels 

Until now India has held a mono¬ 
poly of cashew kernels, Theie is a 
vast potential market for edible 
nuts in Western countries so that 
export prospects for cashew nuts 
are really good However. India has 
to import large quantities of raw 
nuts from East Africa '^or process¬ 
ing In due course. East African 
counliies will start shippinc cashew 
nuts directly to Europe. Therefoie. 
in order to strenethen India's com 
pptitivp position it is very essential 
that the production of raw nuts 
should be greatly steriped up It i" 
heartening to note that the Thud 
Plan visualises a rise of 10.5 per 
cent in the production of raw nuts. 
One can only hope that this target 
will be ^illv realised 

New Manulaclures 

There is a great lack of clear 
thinking in India with regard to 
the export of new manufactures. 


While great hopes continue to be 
pinned on the export of products oi 
new industries, not much thought 
has been given to the selection of 
the most promising fields. Govern¬ 
ment's current policy seems to ex* 
hort everybody to export but ex¬ 
hortations are hardly a substitute 
for a well planned export policy. 

In choosing the most promising 
lines of export, wc have to look for 
those commodities which are likely 
to be increasingly demanded by the 
importing countries and in which 
we would be in a position to com¬ 
pete effe.ctively against other esta- 
blishwl exporters. Insofar as ex¬ 
ports are to be directed to the neigh¬ 
bouring countries, we must take 
note of a strong desire on the part 
of developing countries to industri¬ 
alise themselves. This means that 
many simpler types of consumer 
goods that India has started export¬ 
ing in the last few years aie tin 
likely to provide a large scope for 
expansion. Being relatively easy to 
manufacture, the importing coun¬ 
tries will soon want to meet all 
their requirements of such goods 
from local production 

Secondly, in.sofar ah foreign aid 
from the developed countries conti¬ 
nues to be “tied” to imports from 
the donor country, we should con¬ 
centrate on such goods which are 
not u.sually financed by foreign 
loans. 1 e, essential consumer goo<ls 
which cannot he locally manufar 
tured like drugs and medicine*, 
intermediate products like fertilisers, 
cement etc Since the International 
Rank for Reconstruction and Deve¬ 
lopment usually grants loans which 
are not tied to any particular cur¬ 
rency and since public utility works 
seem to be a special favourite of the 
Rank for lending, we should try to 
develop the export of transpiort and 
other public utility equipment Iik,e 
the railway rolling stork. 

Thirdly, it is quite possible that 
simpler types of goods which offer 
a limited .scope in the underdevelop¬ 
ed countries may well find a mar¬ 
ket in the developed countries. A 
helpful beginning seems to have 
been made in items like cast iron 
pijjes, wood .screws and sewing 
machines We ought to explore sys¬ 
tematically such industries which 
have an expiort potential in the 
developed countries. 



'Wjmser iuly i«sa 

' Fourthly, having got an idea o{ 
the commodities which are liketv to 
TTlnam in good demand, we shall 
have to choose those commodities in 
which we have a reasonable chance 
of exploiting most of (he economies 
of large scale so as to enable us to 
compete against other established 
exporters * While in the short run 
the need for restraining domestic 
consumption is obvious, in the long 
run a substantial home market will 
in fact contribute to the elFicicncv 
of the export trade provided tastes 
and styles dictated by the home 
market are not very different from 
those of the overseas buyers A 
large home market permits the ex¬ 
ploitation of economies of scale and 
often enables industrial technology 
to be acquired and developed in the 
easiest way; and further, by provid 
ing a relatively stable and predic¬ 
table home demand, secure for the 
firm an established position from 
which commercial sorties overseas 
can he launched without endanger¬ 
ing its stability if they fail 

Pleu for Stud; (iroiip 

Clearly it is beyond the scope of 
the present paper to suggest more 
precisely the really promising fields 
of exports. TfiQl task can be attem 
pled only with aciess to a great 
deal of engineering data Therefore, 
there is a need for constituting a 
study group consisting of engineers, 
industrialists and economists which 
ought to examine regularly the ex 
port potential of various industries 
Furthermore, to ensure that onr 
costs and standards of quality com¬ 
pare favourably with those of other 
countries, teams of exjwrts flike the 
postwar Anglo-American Producti¬ 
vity Teams! should he sent to van 
ous countries to bring to the notice 
of the Indian industry new develop¬ 
ments in the field of lechnolo/rv and 
latests improvements quality and 
design 

* India has by now acquired consider 
able experience in the construction of 
irrigration project* and other public 
utilily works Indian contnictor'i there 
fore need to be encouraRed to tender 
abroad for the ronst ruction of .such 
projects. If necessary, they could pool 
their resources to form a corporation 
for this purpose Apart from bring¬ 
ing invkible earnings, such a step will 
alio greatly encourage the export of 
builders’ hardwrare and machinery 

India. 
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Rupee Payment Arrangements 

An Appraisal 

S K Veig^hMe 

Though the complemejuanty of the economies of Eastern Europe and India is obvious, wUh the Com^ 
munist countries fast steppirig up thar production of capital goods which we need, and stUl short of consumer 
goods and raw materials which we can supply, the author contends that Indids trade with these countries is 
not based on comparative advantage. 

The spectacular increase in our trade wUh East European countries in recent years has been made 
possible by the rupee payment agreements which are at best an artificial devise effected through odminutra- 
live machinery. 

In this lies danger, for in the event of cancellation or expiry of these arrangements, not only our expanding 
trade with the rupee payment countries may be forced to a grinding halt, it may create difficult problems 
of adjustment for our industries, particularly those developed for new markets. 

The net gains so far, however, have been substantial and it has not been at the cost of exports to 
the free markets. A careful study clearly indicates that the trade diversion argument is untenable. 

About the competitiveness of the imports from these countries in terms of price and quality, it is 
difficult to arrive at a definite finding. This is because most of these imports are capital goods for which 
price comparison is always difficult and differences in delivery terms, after-sales services and complementary 
technical assistance, terms of instalment payment according to delivery and installtdion, etc. make such com- 
parison almost impossible. 

Nor is it possible to say to what extent trade with rupee payment countries helps us in stabilising our ’ 
export trade in traditional markets. No adequate data are av^Me on the subject on the basis of which 
a judgment can be formed. 

While these agreements have enabled substantial expansion of exports and also obtained for the 
country the much-needed imports in exchange, they have not so jar succeeded in bringing about any stgnifi' 
cant diversion of our export trade by commodities. 


the raphd rate of growth of the 
Indian economy, as formulated 
under the Five Year Plans, depends 
a great deal upon hea\'y imports of 
capital equipment and technical 
’know-how’ The high foreign ex¬ 
change content of the investment 
outlay has created a wide payments 
g^ and this has intensih^ the 
need for increasing exports both 
from the short-term point of view 
of meeting the demand for imports 
and the long-term objective of at¬ 
taining external viability. Experience 
with export promotion policies and 
measures relating to specific com¬ 
modities go to show that though 
they may have helped to create a 
more favourable, export climate and 
to remove certain barriers to ex¬ 
ports, they cannot be relied upon as 
the principal remedy for our foreign 
exchange problems. In order to pro¬ 
vide an immediate and more or 
leas a definite relief to our balance 
of payments position, the Govern¬ 
ment tried another weapon in its 
armoury, viz bilateral payment 
arrangements. 


Bilateral Payiaent Airanaeroeau 

Bilateral payment agreements are 
made between two countries by 
which a definite or indefinite mar¬ 
gin of credit is provided in the cur¬ 
rent account balance making it 
possible to adjust current account 
transactions, both commercial and 
non-commercial, between the partn¬ 
ers without the transfer of any 
gold or convertible currency bet¬ 
ween the two parties during the 
period of agreement. They provide 
a general method of financing cur¬ 
rent trade between two countries, 
“giving rise to credits which are 
freely available for use by one 
country in making payments for 
goods and services imported from 
the other”. ■' These agreements aim 
at achieving balance in the external 
payments of the partners over a 
period of time although an im¬ 
balance may exist at any point of 
time. Provision of credit at official 
level is the underlying principle of 
all payment agreements. It would be 
practically impossible to attain a 
bilateral balancing at all times or 
to settle the deficit by transfer of 


gold or convertible currency as and 
when the deficit appears; such a 
rigid provision in a bilateral agree¬ 
ment would, in fact, defeat the very 
purpose of the agreement itself. 

These arrangements had been tried 
during the immediate post-war years 
by various European countries with 
varying degrees of success. By pro¬ 
viding an alternative to the tradi¬ 
tional liquidity of gold and conver¬ 
tible currency settlements, they did 
help to enlarge intra-European trade 
at a time when there was general 
scarcity of means for effecting 
multilateral payments. But these 
arrangements, in effect, embody the 
principle of buying only from those 
to whom one can sell, and they in¬ 
evitably lend to restrict trade. This 
is, of course, widely recognised, and 
hence the recent trend towards 
greater multilateralism. However, 
bilateral payment arrangements me¬ 
rit attention as a temporary device 
for dealing with certain immediate 
balance of payments problems. 

In India the effective use of pay¬ 
ment' a^eement as a weapon for 
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:';; bilatcni balancing was made only 
after 1958. Prior to 1958, India had 
trade agreementR with a number of 
' countries and some of them provid¬ 
ed for the settlement of commercial 
as well as non commercial transac¬ 
tions on the current account in 
rupees. But the balance outstand¬ 
ing in the rupee account was con¬ 
vertible On demand (during the 
currency of the agreement as well 
as at the expiry of the agreement) 
into sterling. Hence these payment 
arrangements were in effect multi¬ 
lateral. The payment arrangements 
made after 1958, however, aimed at 
strict bilateral balancing of current 
account, the settlements being only 
in inconvertible rupees From the 
working of these agreements, the 
objectives sought to b«' achieved ap 
pear to be the following . opening 
up of direct trade contact with East¬ 
ern European countries, procuring 
capital gcxids and industrial law 
materials without additional draft 
on foreign exchange resources, sta¬ 
bilising the price of our traduion.il 
exports; utilising imports for nuto- 
matie expansion of exports, redu¬ 
cing the dependence upon a few 
traditional export markets and ex¬ 
port commodities for earning a suh 
Stantial part of our foreign exrhaii 
ge; and opening up maikets for 
some nnn-traditional expoits 

At present India has payment 
arrangements with all (.onimunist 
countries except China, and with 
Pakistan and Afghanistan ' All the 
agreements hitherto entered into hv 
India can be classified into cornpie- 
hensivc and limited payment ar¬ 
rangements Comprehensive or fuliv 
balancing airangx-ments are in forie 
between India and the 11 .S S H, 
Hungary. Poland, Yugoslavia, Cze¬ 
choslovakia, Rumania, East Cer- 
manv. Bulgaria. North Korea and 
North Viet Nam The arrangements 
with Pakistan and Afghanistan are 
for limited payments. The features 
which distinguish comprehensive 
payment arrangements are, first, 
that trade lietween India and the 
asreement partners is on the basis 
of eqiiaJitv and balance a.s far as 
possible. Second, all payments for 
imports and exports and non-com¬ 
mercial transactions have to be 
made in Indian rujiee thiough the 
central clearing account maintained 
by the central bank of the country 
with Reserve Bank of 
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India. Third, rupee balances in the 
central clearing accounts are not 
convertible into foreign currency 
during the currency of the agree¬ 
ment, thereafter the balance may be 
adjusted by the movement of goods 
during a specified period ranging 
from 6 months to one year, failing 
which it would be liquidated in a 
mutually agreed mannei Eurtlicr. 
tomprehen.sive rupee payment agice¬ 
ments do not have any .swing limit 
and the provision of unlimited cre¬ 
dit during the agreement period on 
eithet side is the distinguishing fea¬ 
ture of fully halaiictng anangeinvnls 

l.imilcit Payment Arranxemenis 

In the case of limited payment 
agreements, only payments in ins¬ 
pect of specified exports and nn- 
potls can be made throiigli mconvei- 
tible rupee accounts The cential 
hank of the coiintiy concerned 
maintains a riqiee acecnint with the 
.State Rank of India The inconverli 
hie rupee account of limited pay 
menl arrangements is a self-halan- 
ciiig uci'oiint with a swing limit 
Th(' swing limit III resjiect of Pakis¬ 
tan was fixed .q Rs ,S() lakhs on 
either side When the outstanding 
amount in tlie account excec-ds the 
swing limit the coimlrv with the 
dehcit will suspend imports tern- 
point ilv until the other conntrx rec 
titles the iinbalanie l>v aiianging to 
import more fioni the agreement 
[lailner In this case a (leai limit 
IS fixed for the extension of credit 
hevniid which the creditoi counti\ 
Is under no obligation to extend 
ovei draft facilities 

All coiiiitries with which India 
has payment ailaiigements inairilain 
a (cntral dealing account witli the 
Resene Bank of India ot one oi 
more commeici.il hanks authorised 
to deal III foreign exchange Pav- 
nieiits foi ini|r»iis into India from 
the agieement i oiinli -es are made 
by- c[editing the invoice value 
the imports to the account of the 
central bank of the country cencern- 
ed with the commercial banks in 
India Likewise, payments foi ex 
poits from India to these eontries 
are made bv debiting to these at 
counts the invoice value of the 
goods. Thus hills drawn b\ an 
exportei in India on an importer or 
bank in the agreement country are 
not collected in the traditional way 
of tiansfer of currency balance in 
a private bank but by crediting to 
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the account of the Reserve Bank of 
India or alternately by debiting to 
the account of the central bank of 
the agreement partner. 

All the contracts, invoices and 
other documents relating to exports 
and import.s under the scheme are 
made out in Indian rupees. Thus 
the scheme has made a significant 
coniribution to invoiang and billing 
of exports and imports in rupees 
which were hitherto done predo¬ 
minantly m sterling 

All the t.ontracts in respect of 
imports from rupee payment coun¬ 
tries are registered with the Stale 
Trading Corporation (STC). The 
prospective importer intimates his 
requirement to the STC which in 
turn makes enquiries with the vari¬ 
ous agents of the state trading oi- 
ganisalions of the agieement |>ait- 
ners in India The quotations receiv¬ 
ed from these agents aie passed on 
to the importer concerned, who if 
satisfied with the lorms, would fina¬ 
lise the contract with the state 
tiading agreement partners through 
their agents in India All such exm- 
tiaits are legistered with the ST(! 
In the case of inifiorts on behalf 
of the Government, the STC does 
not charge any commission from 
actual users while a commission 
Is charged from stock and sale im¬ 
porters 

Th. piaitici ol Hgislentig expoit 
I oiiti 111 I--, entereif into bv Indian 
exportei-, with the agieement part¬ 
ners with the STC was introduced 
recently on the recommendation ot 
the Import and Export Policy Com 
inittee. 1^62 Aooidmg to the Coni- 
millee ", j leview of the pattern 
of niir export trade with reference 
Id the piovisions of our trade ag- 
reemeiit-, with them, would suggest 
that some of these countries are noi 
lifting the quantities prescribed in 
the Agrei-ments the situation 

would be remndied if all the con¬ 
tracts with the rupee payment coun 
tries were legistered. so that flow ot 
oiii trade would he adequately stu 
died and if necessary re-arrang¬ 
ed ”» 

^hedule of Commodities 

Appended to all payment arrange 
merits are two lists containing ex¬ 
port and import commodities, trade 
in respect of which the agreement 
partner's undertake to promote How¬ 
ever, all the agreements gontain 
provision to the effect that the agree 


















ment partners undertake no respon* 
sibility for the actual export- or im¬ 
port of these items or their trade 
in specified quantities, On the other 
hand, these lists cannot be consi¬ 
dered as just formal listing of com¬ 
modities available for export and 
import. 

In actual practice, these sche¬ 
dules are more than a “talking 
point” insofar as they provide a 
mutually acceptable basis for per¬ 
suading the agreement partners in 
rectifying the lag in the actual ex¬ 
ports or imports. The trade between 
the agreement partners takes place 
withiln the framework of the trade 
and foreign exchange regulations 
prevailing in the respective coun¬ 
tries In this connection, it may be 
recalled that all the agreements con¬ 
tain special provisions of safeguard 
that the payment agreements do no' 
stand in the way of any commit¬ 
ments already made or likely to be 
made by the agreement partners to 
any cunency oi i-egional eiononiu 
grouping.s. Most of the rupee pay¬ 
ment agreemeulb also contain clau¬ 
ses for the provision of technical 
assistance lor India and the devr- 
lopment of shipping in a mutuallv 
advantageous manner. 

Tile lalile gives a sumniaiv of 
India's trade with hast Eurepean 
ff.untnc' dining the period 1954 
hi-62 

There has been a significant eK- 
pansion in the trade between India 
and East European countries during 
the period under consideration. Im¬ 
ports increased from Hs 570 lakh.s 
m 1954 to Rs 8079 lakhs in 1961- 
62 and exports registered a rise 
from Rs 512 lakhs to Rs 6370 lakhc, 
over the same period The indices 
of imports and exports rose to 1418 
and 1244 respectively over the 
period 1954-61-62 compared to the 
base year 1954, indicating an an¬ 
nual average rate of growth of 46 
per cent and 43 per cent respective 
ly. The rate of growth had been 
more marked in 1956 with indices 
of imports and exports registering 
318 and 403 respectively with 1955 
as the base year This is significant 
because the rapid expansion of 
India’s trade with East European 
countries commenced actually much 
before the conclusion of inconver¬ 
tible rupee payment arrangements as 
an effective w<;apon of our trade 
policy. The moving index also 


shows that the rate of growth in sub- During the period 19S8'1962 ciqif* 
sequent years, particularly of ex- tat equipment and industrial raw 
ports, had been much slower than matenais constituted over 90 |Wr 
the corresponding rate in 1956. The cent of our total imports irom East 
share of East European countries in European Countries. Our exports to 
our total imports rose from 0.9 per these exjuntries consist mainly of tra* 
cent in 1954 to 8 per cent in 1961- ditional items such as tea, raw hides 
62 and the share of exports rose and skins, jute manufactures, iron 
from 0.9 per cent in 1954 to 9 per ore and metal scrap, spices, cashew 
cent in l%l-62, nuts, kernels, mica, footwear, vego- 

Imports from these countries con- teble oils, manganese ore etc. Ex- 
sist mainly of industrial raw mate- ports of tea, jute manufactures, 
1 lals such as caustic soda, soda ash, bides and skins, mica and footwear 
raw silk, rock phosphate, nitrate of registered spectacular increase dur- 
soda, unimonium sulphate, sodium period 1954-62. 

nitrate, heavy chemicals, non-ferrous India's Cain Substantial 

inctaK and < apital equipment such Now the pertinent question that 
as transport equipment, paper and arises is: to what extent have the 
pjpei mnniifacture.s etc objectives of rupee payment agree- 

India’s Trade with Blast European Countries, 1954 to 1961-62 

{Figurei in Rs Lakhs) 
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1 

1954 

(inporls 


- 

133 

9 

260 

20 

113 

16 

19 

.570(100) 

Expoits 


- 

208 

20 

27 

3 

251 

1 

2 

512(100) 

balance 

of I rade 


-t-75 

+ 11 

-233 

-17 

+ 138 

-15 

-17 

-58 

1955 

Imimrts 


4 

202 

26 

205 

35 

304 

28 

34 

838(147) 

Export'. 


2 

114 

5 

44 

2 

248 

17 

4 

436(85) 

Bulam e 

of T 1 ade 

-2 

-88 

-21 

-161 

-3,'! 

-56 

-11 

-30 

-402 

1956 

Inipoii*. 


23 

628 

78 

217 

2c 

1491 

177 

28 

2665(318) 

Exports 


6 

291 

51 

103 

"b 

1250 

24 

26 

1759(403) 

Halani-e 

ol Trade 

-17 

-337 

-27 

-114 

-1,5 

-'241 

153 

-2 

-906 

1957 

lmi>orts 


13 

615 

77 

488 

52 

2268 

243 

71 

3827(144) 

Exports 


2 

378 

30 

115 

52 

1753 

79 

135 

2544(145) 

Balance 

of Trade 

fl 

-237 

-47 

-373 

Nil 

-515 

-164 

+64 

-283 

1958 

Imports 


7 

649 

62 

226 

40 

2172 

225 

109 

3489(91) 

Exports 


7 

394 

61 

92 

52 

2332 

99 

74 

3111(122) 

Balance 

of Trade 

Nil 

-255 

-1 

-1,34 

+ 12 

+ 161 

-125 

-35 

-378 

1959 

Imports 


25 

374 

242 

414 

151 

1789 

287 

321 

3603(97) 

Exports 


24 

417 

74 

359 

201 

3005 

175 

2,50 

4505(145) 

Balance 

of Trade 

-1 

-i 43 

-168 

-55 

+50 

+ 1216 

-112 

-71 

+902 

1960 

Impoits 


37 

715 

197 

299 

382 

1327 

440 

263 

3660(108) 

Exports 


15 

600 

112 

335 

144 

'2994 

339 

397 

4936 

Balance 

of Trade 

-22 

-H5 

-85 

+36 

-238 

+ 1667 

-101 

+ 134 

+1276 

1961 62 

(Apr '61 Mar 62) 
Imports 

96 

1420 

560 

831 

383 

3532 

699 

558 

8079(228) 

Exports 


B8 

810 

485 

457 

261 

3207 

615 

447 

6370(129) 

Balance of Trade 

-8 

-610 

-75 

-374 

-122 

-325 

-84 

-111 

-1709 

1962 

(Apr-Sep 62) 
Imports 

111 

909 

167 

325 

127 

2409 

380 

297 

4725(117)» 

Exports 


78 

446 

33.3 

553 

188 

1892 

519 

425 

4434^136)* 

Balance 

of Trade 

-33 

-463-4166 

+ 228 

+61 

-517 

+ 1.39 

+ 128 

-291 


Note Figures in brackets indicate the indices calculated with preceding year 
as the base year. 

* Data for six months doubled fur calculating the index 
Source: Foreign Trade Statistics (for the relevant years), Ministry of Commerce 
and Industry. 
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ments been fulfilled or are likely tj 
be fulfilled in future? An objective 
appraisal of the imports under tire 
iicticnie lea«l» to lire ronclusion that 
rupee payment scheme has helped 
India m obiaming certain capital 
goods and industrial law inaierials 
without strain on her scarce foreign 
exchange resources. Since these capi- 
ul imporCi are paid for by exports, 
it can be said to be financed by 
domestic resources. 

Greater imports under the incon¬ 
vertible rupee payment scheme pro¬ 
vide an automatic device for ex 
pansion of exports Thus, the expan¬ 
sion of trade witnessed in recent 
years with F^ast European countrie.i 
IS by and large attiihutahle to the 
payment arrangements. However, 
the full extent of the expansion 
not due to payment agreements, as 
India also, in the natural course of 
evenl-s, would have had a share 
in the generiil growth m the loreign 
trade of F.nst European countries 
It may be iwalled that the aver¬ 
age rate of growth of develop¬ 
ment in tliese countries during the 
postwar period had been U) ptir cent 
us against an annual average of 4 
per cent in ollrei developed coun¬ 
tries An iinpoilant feature of the 
development of the Fiast fiiiropcaii 
countries has been the high rate of 
increase of industrial production 
viz, 13 per cent annually, and the 
main expansion has been in capital 
goods. Tlie process of economic 
growth was accompanied by a re¬ 
markable growth in foreign trade 
also. Between 19.50-1959 the foreign 
trade of Ea.m European countries 
increased by 81 per rent as against 
an increase in world trade by 78 
per cent. ■* Thus even without rupee 
payment arrangements a lertain deg¬ 
ree of expansion in our trade with 
East European counlnes would have 
taken place although the present 
high level would not have been 
possible without the non-conver 
tibic rupee payment ■scheme. 

The Federation of Indian Cham- 
bars of Commerce and Industry 
pointed out that " .. these agree¬ 
ments haw not been instrumental 
in giving either a lioost to exports 
or in saving foreign exchange ... 
while the imports from these coun¬ 
tries serve to avoid expenditure on 
foreign exchange, exports to these 
countries will mean no addition to 
our foreign exchange earnings.”' 


The Ministry of International Trade, 
however, maintain that exports 
to rupee pa)nnent countries 
have not been at the cost of exports 
to other markets and insofar as 
these exports pay for the needed 
imports, this arrangement does 
earn foreign exchange for the coun¬ 
try. “ A careful study of the foreign 
demand for India’s traditional 
exports,’ which form the bulk oi 
(lui exports to East European coun¬ 
tries, as well as the domestic con¬ 
sumption figures, particularly when 
viewed in the context of the official 
policy for promoting exports even 
at the cost of domestic markets, 
Clearly indicates that the trade 
diversion argument is untenable. 
India might not have been able 
to increase her exports of tradi¬ 
tional items to traditional markets 
without lowering the prices 
Not Based on Comparative 
Advantage 

If we agree to the view that 
lupee payment arrangements have 
led to an expansion of our exports 
to East Eiuropean countries, logi¬ 
cally we are also forced to concede 
the unpleasant truth that the agree¬ 
ment, which IS at best an artificial 
financial device effected through 
adminretiative machineiv. in the 
event of cancellation or expiry, 
may not only lead to a grinding 
halt to our trade expan.siou but 
even a return to the initial low 
level of trade. Such an eventuality 
may create problems of adjustment 
to our industries, particularly those 
developed for new maikets We 
must keep this aspect of the pro 
blem in view when we argue for in¬ 
serting claust's in out lupee payment 
agreements requiring these coun¬ 
tries to buy a major oari of oui 
noii-traditional products. Although 
bilateral payment anangemenis pro¬ 
vide certainty of sources of sup¬ 
ply of raw mateiials and con¬ 
sumer goods for oui agreement 
partners as well as stable markets 
foi their capital goods, we cannot 
overlook the fact that the underly¬ 
ing factor for increased trade with 
underdeveloped countries is mainly 
political in nature. The traditional 
principle of comparative advant¬ 
age does not play a significant 
part in the pattern of trade of these 
countries. 

Maximum advantage from ru¬ 
pee payment arrangement can be 


derived if the facilitiea «re utOfSed 
for import of eaeential capital goods. 
There should be no relaxation of 
import restrictions merely because 
gold and convertible currency sett¬ 
lements are not necessary for such 
imports. 

Price Comparison Difficult 

Another key factor in deciding 
the advantage of rupee payment 
arrangement, of which unfortunate¬ 
ly very little is known at present, 
is the price and quality competi¬ 
tiveness of the goods transacted 
under the scheme. Most of the 
goods imported under rupee pay¬ 
ment scheme are capital goods and 
the competitiveness of such imports 
in terms of price and quality with 
similar imports from other coun¬ 
tries is difficult to work out. 
Such comparison is made all the 
more difficult by the differences in 
delivery terms, provision for after¬ 
sale services, provision of comple¬ 
mentary technical assistance, in¬ 
stalment basis of the delivery and 
installation of the equipment etc. 
It is possible that we may he able 
to buy more cheaply if imports are 
financed by freely convertible ex¬ 
change. If. on the other hand, im¬ 
ports ai'e financed by extended 
credit, to be liquidated over time 
by export of goods for which a de¬ 
mand may or may not exist in the 
markets of our creditors, compro¬ 
mise may have to be made in the 
price and quality of goods imported 
However, greater care can be taken 
to avoid the double loss, viz higher 
prices for imports and lower pri¬ 
ces for exports. The success of 
our trade negotiations depends on 
the extent to which this double 
loss margin is narrowed. 

In this respect it has been pointed 
out that as most of the imports are 
contracted by private traders 
through the S T C, they can be ex¬ 
pected to take care of their own in¬ 
terests. This argument does not 
seem to have much validity when 
we remember that in actual practice 
for most of the importers the choice 
is not between the capital goods 
from different countries but be¬ 
tween imports from rupee pay¬ 
ment countries or no imports at 
all. In such a case the question of 
a comparison between prices and 
quality from different countries does 
not arise. £n their anxiety to get 



iiqport licences, tfae ioqkHters ntay 
overlook the price qudiity 

disadvantage. It has been observed 
that ^‘the Govermaent’s own ex¬ 
periences in this field eg., in pur¬ 
chasing equipment for the Bhilai 
Steel Plant and for oil exploration 
from the USSR and ships from 
Yugoslavia has been uniformly 
satisfactory.''* From these isolated 
cases it is not possible to conclude 
that the price and quality of goods 
transacted under rupee payment 
.scheme compares favourably with 
similar goods from other countries. 

Stabilisina Export Prices 

It has been contended that trade 
with rupee payment countries help¬ 
ed India in stabilising her export 
prices in traditional markets.® Two 
cases cited in this respect are tea 
and cashew kernels. There may be 
some instances where temporary 
fillip might hove been given by the 
entry of East European countries 
in the market However, any 
precise correlation between rupee 
payment agreement and price 
increase of traditional items is 
difficult to work out. 

Rupee payment arrangements have 
so far failed to bring about anv 
significant commodity-wise diversi 
fication of our export trade. The 
bulk of our exports to rupee pay¬ 
ment countries consist of traditio¬ 
nal Items of export trade One of the 
disadvantages of rupee payment 
arrangement is the possible adverse 
reaction which it might create in 
our tiaditional trading partners In 
this respect special care should be 
taken to see that the supply to 
these markets is kept steady. It 
has been alleged that some of the 
Biast European countries re-export 
goods bought under the rupee 
payment scheme at lower prices to 
the embarrassment of Indian ex¬ 
porters. As a precaution against 
re-exports, there is already a pro¬ 
vision in all payment agreements 
that the goods exported under the 
scheme would not he re-exported. 
The Government of India may im¬ 
press upon the agreement partners 
the necessity for implementing this 
clause of the agreement. Our trade 
missions abroad may also be asked 
to keep a check upon the goods 
imported from India by these coun¬ 
tries so that they may not be re¬ 
exported to third markets 


Limllad AgreeaMnis « ^Mwew 
Tbe rupee payment agreements 
with Egypt and Burma helped the 
(iovernment in securing rice and 
raw cotton at a time when they 
were in short supply. The Indo- 
Pakistan payment agreement was 
entered into when the trade be¬ 
tween tbe two countries was at a 
very low level. The scheme was 
intended to help smoother the flow 
of trade betvveen the two countries 
in the fare of foreign exchange 
difficulties Another beneficial 
effect of the scheme was that it 
restored the confidence of the 
traders in the intention of both 
governments to promote trade be¬ 
tween the two countries. The 
Indo-Afghan payment agreement 
obviated the risk in the trade aris¬ 
ing from the fluctuating value of 
Afghanis and promoted the export 
of textiles from India and the im¬ 
port of dried fruits into India. 

Unlike in some western countries 
where the governments were under 
pressure from their business com¬ 
munity to negotiate payment agree¬ 
ments for trade expansion with 
communist countries, in India, 
the bu8ines.s community viewed 
with distrust the payment agree¬ 
ment,s The business community 
of India interpreted the payment 
arrangements as an important 
instrument for the S T C to extend 
its trading activities. However, as 
the private traders are getting 
more and more associated with the 
trade with payment agreement 
countries and with the greater diffi¬ 
culty experienced by them in ob¬ 
taining capital equipment from 
other sources, they are veering 
round to recognise some of the 
immediate advantages offered by 
payment agreements. This change 
Ill attitude is evidenced by the 
following observation by a leading 
member of the Federation of Indian 
Chambers of Commerce and Indus¬ 
try. According to him “ .. . the 
increase in trade is welcome to the 
extent to which it offsets the de¬ 
cline in trade with Western Europe, 
It will not mean any increase in 
the part played by the S T C. We 
are exporting directly and also 
importing our requirements from 
these countries without the S T C 
coming in anywhere.’”® 

Inconvertible rupee payment 
arrangements have an im- 


pottknt instrument iti brbgii^ 
about, att least in the short run, ex¬ 
pansion of trade, in non-traditionxl 
markets. They have not helpetr 
much in diversifying our trade on 
a commondity-wise basis. But they 
have provided an immediate alter¬ 
native to international liquidity 
without any gold or convertible 
cuirency settlements. However, to 
the extent to which tbe underlying 
motivation for trade is not purely 
economic alone, an eventuality 
that trade may come to a halt with 
the same speed with which it ex¬ 
panded must be faced. That does 
not preclude the fact that if pro¬ 
perly handled, rupee payment 
scheme can be an effective short¬ 
term exjjediency to bypass the 
traditional payment pattern and 
instrumentalities of trade. 
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No Plan for Cotton Textiles Exports 

(Contributed) 

yVt> iruiu»ir} like^ to be jorced to export and cotton mills are no exception, nor has any compulsory 
export scheme succeeded 

It IS no secret that the pouierjul nullowners are trying to whittle down the 12^ per cent quota of 
ixport\ which they are believed to have accepted voluntarily only a yeai ago ' 

Hut IS that any reason why the country should resign itself to the present scale of exports of 
million yards as the maximum ever aUatnable''^ Before giving up, would U not be more r^ional to assess me 
situation properly and at least try out a properly dra wn up export plan for crotton textiles 

So jar, heltere it or not, the country has never had anything like an export plan for cotton textiles 
based on a sccenit/ic assessment of the existing and pcriential needs of different markets Nor has any at¬ 
tempt been made to gear domestic production to the ascertained needs of export markOts. 
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Al’ a Unit' whoii the country's need 
(or eaining foreign exchange is 
so acute, the declining trend in 
cloth exports is most unfortunate, 
and It IS all the more disappointing 
when viewed against the background 
of various incentives allowed since 
October 1958 under the export pro- 
raotiori scheme and the introduction 
of the compulsory scheme of exports 
from 1st July 1962 Indeed, the 
export performance is bad enough 
to discredit all the agencies con¬ 
cerned with the task of export pro¬ 
motion. Factors contributing to 
the declining trend in exports of 
cotton textiles are many, some re¬ 
late to the steady iiicieasc m iiiUm- 
nationai competition while others, 
and they are more fundamental, 
concern the iiiheient weaknesses in 
the Indian Cotton mill industry 

It IS true that the volume of cot¬ 
ton textiles entering the internatio¬ 
nal trade has not kept puce with 
the increase in world production 
and consumption This is because 
quite a niinilwr of (oiiiitiics which 
had long been importers of textiles 
have set up their own textile mills 
and some of them have even started 
exporting their goods in a big way 
And more recently. Communist 
countries, which often market their 
goods without serious consideration 
for costs and prices — it is not 
easily possible to assess their costs 
— have begun to figure prominently 
in world markets Resides, there 
has also come about in recent year.s 
a considerable change in the dress¬ 
ing habits of the people with a 
marked preference for finer varie¬ 
ties and non-cotton fabrics 

If a country’s exports suffer be- 
c.ause of the shrinkage in the volu 
me of world trade it is a different 

wm 


matter but it is a matter for serious 
concern when the country is unable 
to hold Its own because of coinpeli- 
tion, when the world market is 
expanding, no matter how slowly 
It is significant that while exports 
of Indian cotton textiles suffered a 
heavy decline — nearly 300 million 
yards - between 1959 and 1962. 
Japanese exports recorded an in¬ 
crease of about 133 million yards 
from 1267.25 million yards to 
1399 82 million yard-.. India wu^ 
unable to benefit from the marked 
increase in the off-take of cotton 
textiles by the industrialised coun- 
trie-s of Western Europe and North 
America during 1958 and 1960. 
The changes in the complexion of 
international trade alone cannot 
explain the declining trend in India’-- 
cloth exports. Far more significant 
than increasing world competition 
IS the Indian industry’s failure to 
move with the changiitg times, 
which, it must be conceded, is in no 
■'mail measure due to lack of initi¬ 
ative and foresight on the part of 
management 

"Export Or perish’’ is more than 
a mere slogan for the country 
which has alieadv accumulated a 
huge foreign debt and needs large 
foreign aid (or its further economic 
development. But even though cot¬ 
ton textiles still rank third among 
the country’s foreign exchange ear¬ 
ners, exports do not really matter 
for the industry. With an over¬ 
whelming proportion of its produc 
tion varying between 85 and 90 per 
cent readily absorbed in the dom¬ 
estic market, the industry has sel¬ 
dom felt a real need to give serious 
thought to the question of exports. 
It IS only the present foreign ex¬ 
change crisis which has produced 


a sense of awareness of the need to 
promote exports 

Production and Export Pattern 5tati< 
Year after year, the yioint 's 
made about the change in consu- 
luei picfcicutes liere and abioad 
and about its impact on exportJ 
And yet, neither the pattern of pro- 
dudion nor that ol exports has 
undergone any significant change 
over the years. Finer varieties con- 
stiliile hardli 10 per ciiit of lliv 
total mill cloth output and anything 
between 5 and 9 per cent of the total 
exports It is true that there has 
been no significant increase in the 
production of improved vaneties of 
cotton despite various efforts made 
in that direction in recent years 
But strange as it might appear, mill 
oiifjiiit of finer varieties of cloth 
does not seem to bear any close 
relationship to the availability of 
superior long staple cotton, both 
indigenous and imported. Superior 
long staple cotton consumed by 
mills as a percentage of total con¬ 
sumption of cotton amounted to 20 8 
per cent m 1959-60, 21,6 per cent 

Fine and Super-fine Cloth 

(Million yards) 



Mill Production 

Exports 

1959 

543 

44.13 

1960 

530 

33.78 

1961 

435 

39.62 

1962 

491 

43.72 


Zone-wise Exports of Cotton Piece- 
goods front India 

(Mdlton yards) 



1959 

1960 

1961 

1962 

Asia 

212 

171 

156 

115 

Afnc.i 

298 

183 

185 

143 

Europe 

181 

218 

161 

152 

America 

59 

58 

30 

54 

Oceana 

65 

66 

41 

43 

Unspecified 

_ 


1 

1 

Total 

815 

695 

574 

508 




in 196&‘61 and 18.3 per cent in 
1961-62 — cotton years ending with 
\ugust. As against this, the req;)ec- 
tivT figures of fine and supeiiine 
cloth as a percentage of total mill 
cloth output were only 13.6, 8.4 
and 9.8. This tends to support the 
popular belief that increasing sup¬ 
plies of superior cotton yarn have 
been absorbed mainly by the de¬ 
centralised sector, presumably by 
the powerlooms which have been a 
source of constant irritation to the 
mills It IS presumably because of 
the stiff competition from the power- 
looms that the mills have continued 
lo restrict then cloth output. 

The mill industry had once 
strongly protested that its share of 
.^,800 million yards out of the Third 
Plan target of 9,300 million had 
been fixed on the rather low side. 
But its average monthh output in 
1962, around 416 million yards, is 
even below the past ten years’ 
monthly aier.ige of 419.7 million 
vards And in spite of the abun- 
li.int supply of cotton, cloth output 
in the current year is running be¬ 
low the 1962 level, the monthly 
average for January-May 1963 be¬ 
ing |ust 399 million yards. Intrigu¬ 
ing isn’t it? 

To come back to the story of ex¬ 
ports, over 30 per cent of India’s 
exports are in fhe average counts 
below 17s (coarse) and another 50 
per cent between 17s and 25s. 
(lower medium). Coarse and 
lueduim varieties account for an>- 
lliing between 91 and 95 per cent 
of the total exports And about 95 
to 97 per cent of the country's ex¬ 
ports arc in grey condition. The 
ii-dustiy had no cjiffiriilty in exoort- 
mg coarse and medium cloth so 
Ic iig as It enjoyed the advantage of 
cheap cotton and low wage costs 
Rut these advantages have long 
since been lost India continues to 
be the largest producer of short 
staple cotton used for coarse and 
medium cloth but its cotton is no 
longer cheap. Cotton prices have 
been moving up-year after year 
because production has mi.serably 
failed to catch up with the indus¬ 
try’s growing needs The average 
annual consumption of Indian and 
foreign cotton by the industry in 
the period 1956-62 was 5.24 milli¬ 
on bales The average annual pro¬ 
duction of Indian rotfon during this 
period was 4.70 million bales of 
which 300,000 bales were exported 


and another 100,000 bales w«tt in- per cent in Hong Kong and 100 per’ 
to ex-factory consumption. To make cent in the USA. 
gopd the shortfall in indigenous for Moderaiwiion 

supplies, the country has had to im- need for rapid modernisation 

port large quantities of cotton — and rehabilitation of the industry 
nearly 3.6 million bales in the past has been emphasised by a number 
four* years — with the result that expert committees The Work- 
the bulk of foreign exchange earned ing Group of the N 1 D C, 1960, 

by exporting cloth has been spent assessed the total rehabilitation re- 

on raw cotton imports and the net quirements of the cotton mill indu*-- 

earnings are too small to subslan- at Rs 8,000 million of which a 

tiate the industry’s claim to the minimum of Ri. 1,800 million were 
country’s third biggest foreign ex- ^aid to be required to be spent dur- 

change earned after jute and tea jng the Third Plan period In addi- 

In fact, the industry is a net spen „on to this, the Plan has provided 

der of foreign exchange if account addition of 4 million spindles 

is also taken of the import of dyes 25,000 new automatic looms, 

and chemicaLs and machinery laising the total investment foi re- 

Neither does the industry enjoy hahihtation and new eapacitv to Rs 

any more the benefit of cheap 4,100 million without taking into 

laboui Although expenditure per account the rise in machinery prices, 

worker in India is lower than in Investment of this order is ron.si- 

many other countries, the wage cost dered to he beyond the capacity of 

works out conside-rahly higher when the industry on the basis of its cur- 

net essary consideration is given to rent rate of earnings. Notwithstand- 

llie protluclivity of the workers and ing the progress made in the manu- 

qualuy differentials The main facture of textile machinery in the 

reason for the low productivity of country, indigenous jirodurtion eon- 

the Indian worker is that most of tinues to be far short of the Indus- 

the equipment in India is old and try's requirements The total prp- 

inefficient Be.sides, the industry is duction of textile marhinery during 

said to be carrying a labour force the Third Plan is estimated around 

which IS .30 to 50 per cent larger Rs 1,290 million whereas the total 

than needed even with the techno- requirements for the Plan period 

logy at present employed About are estimated at over Rs 3,000 

a third of the industry’s 13 8 milli- million. The country will there¬ 
on spindles are more than 40 years fore need to spend fairly large 

old and hardly 9 per cent of its amounts on imported machinery to 

200.000 loom.-, are automatic as meet the minimum modernisation 

against 60 per cent in Pakistan. 70 and rehabilitation requirements of 

Exports of Mill-Made Cotton I’ieeegoods; By Process 

{Million yards) 


Yr.tr 

Grey 

While 

Printed 

Piece-dyed 

Yam dyed 

Others 

Grand 

Total 

19.j7 

477 0.3 

181.00 

27.70 

85 76 

67 ,52 

4 90 

843.91 

IU.58 

332 22 

115 00 

18 18 

72,30 

43.74 

5 78 

687.22 

1950 

fiOl 04 

l.’iO.Sl 

316.5 

82 30 

44 77 

4 53 

814 60 

1«60 

430 38 

126.37 

26 25 

73 17 

36.38 

3.28 

694.83 

1961 

329 13 

110.04 

35.60 

78 78 

19 27 

1 48 

574 30 

1962 

297 78 

87.50 

33 10 

64 81 

23 17 

1 94 

508.36 


Export* of Mill-Made Cotton Piecegoods: By Category 

(Mtllton yards) 


Coarse Medium Fine Superfine 




% of 


X of 


% of 


% of 

Year 

Quantity 

total 

Quantity 

total 

Quantity 

total 

Quantity 

total 

1959 

263 76 

82.4 

506.71 

62.2 

7 73 

0.9 

36 40 

4.6 

I960 

203.24 

29d) 

467.81 

65.9 

6 44 

09 

27,34 

8.9 

1961 

181.48 

81.6 

353 20 

61.5 

6 74 

1.0 

33.88 

5.9 

1962 

167.20 

82.9 

297.44 

58.5 

3 97 

0.8 

39 75 

7.8 



Coarse Average count of yam below 17s 
Medium Average count of yarn 178 to below 35s 
hme ■ Average count of yam 35* to below 48* 
Superfine Average count of yam 48* and above 
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the industry without which it can¬ 
not hope to compete in international 
markets. Besides, the manufacturers 
of indigenous machinery will have 
to intensify their research activity 
to ensure that their new machines 
do not get out of date soon. 

Since the industry has lost the 
advantages of cheap cotton and 
(dieap labour and its equipment ts 
old and inefficient, it is scarcely 
surprising that India should conti¬ 
nue to lose gradually its hold on 
world markets. Gimpetition has 
already fon^d India to sell its cot¬ 
ton textiles at progressively lower 
prices not only in the non-traditio- 
nal markets but also in the U K. 
Indian cloth has been priced out of 
world markets and exports arc now 
passible largely because of the 
various export promotion measures. 
While modernisation and rehabili¬ 
tation of the industry alone e^n 
strengthen its competitive position 
through more efficient production, 
the country can ill-afford to wait 
until the implementation of the 
modernisation programme involv¬ 
ing a huge cajiital outlay including 
large expenditure of foreign ex¬ 
change 

•Sharp .Setbaek 



The plain truth is that so far the 
country has never had anything 
like an export plan for cotton t« 
tiles based on a thorough assessment 
of the existing and potential needs 
of different markets which calls for 
expert maricet research. Since the 
country can sell only what the buy¬ 
ers need, production has got to be 
geared to the needs of export mar¬ 
kets All this is very elmentary and 
yet surprisingly enough no serious 
effort seems to have been made in 
that direction. If the country can¬ 
not produce what the foreign buyeis 
require it is a different matter and 


there is very little tlwt catt be fhHK 
in that case. But if H is merely a 
question of making Indian fabrics 
comfietitive then it should not be 
difficult to devise measures to com¬ 
pensate for the loss on exports. If 
the international situation it such 
that exports of Indian textiles can 
not be increased appreciably then 
the Government should seriously 
consider restricting imports of cot¬ 
ton in order to save foreign exchan¬ 
ge. The use of finer fabrics made 
from imported cotton is a luxury 
which the country cannot afford 
at this juncture. 



n towards progress • • • 


India Steamship Co., Ltd., has 
a steady record of progress... 
Since Indepeadence, its toa- 
nage has increased from about 
85,000 D.W. tons to over 
200,000 D.W. tons—more ton* 
nage being still on order. 

Its services are also extending 
to various trade routes. After 
Initial consolidation in the 
India*U.K.*Continent trade— 
the Company entered the 
Iado*Soviet service to the 
Russinn Black Sea ports in 


1956 and later to Rumanian 
ports. In 1959 the Company 
forged still another link in the 
overseas with South America, 
and in 1960 it extended its 
service to Poland. 

Their experience and repute* 
Uon for fast, efficient and 
dependable service buiU on the 
personal care given by their 
experienced officers and crew 
to the cargo entrusted to them, 
have earned them the goodwill 
of their customers. * 


The sharp setback in exports over 
the past three years is a sad com¬ 
mentary on the efforts made by the 
industry or the Cotton Textile Ex¬ 
port Promotion Council to promote 
cloth exports. The industry might 
say that the obligatory scheme of 
exports under which each mill is 
required to export its cloth and 
yarn production equivalent to 12i 
per cent and 3 per cent respectively 
of its annual value is a clear proof 
of its earnest desire to earn the 
much needed foreign exchange for 
the country But the scheme can¬ 
not be said to have yielded any 
worthwhile results, which, however, 
is not the least surprising. Nearly 
45 per cent of the mills in the 
country are known never to have 
participated in the export trade and 
many of them have been finding it 
hard to compete .successfully even 
in the vast, protected domestic mar¬ 
ket The compulsory scheme has 
benefited onlv a few mills which 
had already been doing well on the 
export front and that wa« perhaps 
about all that was expected from 
the scheme. 
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The Oriental Fire & General Insurance Co Ltd 

Speech of the Chairman Shri B K Kaul 


^HE following IS thp text of the 
speech delivered by the Chair¬ 
man, Shri B K Kaul, 1 C S, at the 
Fifteenth Annual General Meeting 
of the Shareholders on Wednesday, 
the 17th July, 1963. 

The Report, Accounts and Balance 
Sheet for the year ended 31st 
December 1962 are already in your 
hands and, with your approval, I 
propose to take them as read. Be¬ 
fore we proceed to consider these 
for adoption, I would like to review 
some of the points which had a 
bearing on your Company’s working 
during the year. 

The year 1962 witnessed an un¬ 
provoked and treacherous attack on 
India’s northern borders by the for¬ 
ces of the Chinese People’s Repub¬ 
lic. The Government of India dec¬ 
lared a state of emergency in the 
country and initiated steps to pre¬ 
pare the nation for the defence of 
the country and foi the shift in the 
country’s economy to cater to the 
defence needs on a priority basis 
On the insurance front, the emer¬ 
gency resulted in the Parliament 
passing the Emergency Risks 
(Goods) Insurance Act, 1962, and 
the Emergency Risks (Factories) 
Insurance Act, 1962 On 26th 
December 1962, your Company was 
appointed by Government as its 
sole Agent in connection with the 
Schemes which were framed under 
these Acts and which came into 
force from 1st January 196.3. A.s a 
result, the Company had to make 
arrangements throughout India at 
an extremely short notice for ac¬ 
cepting applications and dealing 
with queries from the public in 
connection with the Emeigency 
Risks Insurance Schemes A very 
considerable amount of detailed 
work had to be done within a few 
days in setting up procedures and 
making arrangements at as many as 
163 centres all over India and m 
preparing material for the purpose 
of explaining the Schemes to the 
public and answering their queries. 

I am glad to report that with tlie 
Unstinted efforts put in by the offi¬ 
cers and the staff of the Cotnpany, 


we were able to complete the neces¬ 
sary arrangements in time. During 
the first two quarters of 1963, the 
Company received over 2,50,000 ap- 
plications under these Schemes arid 
dealt with innumerable inquiries 
from the public and with volumin¬ 
ous conespondence relating to the 
Schemes. 

I may mention here that this 
work is being deme by the Company 
entirely on a non-profit basis. I am 
sure that Members will derive a 
feeling of satisfaction from our 
having been able to contribute in 
this manner to the defence effort 
and the requirements of the Emer¬ 
gency. 

On the international scene, the 
recent years have witnessed tlie 
granting of independence to some of 
the territories in which your Com¬ 
pany operates. Tanganyika and 
Uganda became independent on 6th 
December 1961 and 9th October 
1962 respectively. As you will be 
aware, Kenya will be attaining in¬ 
dependence in December next. We 
join in welcoming these countries to 
the comity of free nations. 

T am also glad to note that the 
agreement to launch the Federation 
of Malaysia covering Singapore, 
Malaya, North Borneo and Sarawak 
has been reached very recently. I 
have every hope that the Federation 
will bring increased strength and 
prosperity to the people of these 
territories and in turn will provide 
further scope for insurance. 

Anwlganutions 

Coming now more particularly to 
ourselves, the year 1962 may be 
termed our real fiisl full year of 
working as an integrated entity after 
the passing of the Bombay High 
Court Orders in December 1961 
regarding amalgamation of the 
National Fire & General Insurance 
Co Ltd, and the Asiatic Government 
Security Fire & General Assurance 
Co Ltd, with your Company 

The process of amalgamation wa.s 
completed very smoothly both in 
India and abroad. We are function¬ 
ing in India through a set-up of five 
Ri^ioiial Offices «t Bombay, Calcutta, 


Delhi, Kanpur and Madras which 
control, in turn, Divisionai, Branch, 
Sub-branch and Inspectorate offices 
at a total of 85 centres in the coun¬ 
try. The working of the Regional 
Offices is co-ordinated by the Cen¬ 
tral Office functioning at Bombay. 

The foreign operations of the 
“ Oriental Fire ” tefore amalgama¬ 
tion were of a limited character and 
these have widened considerably 
with the accession to the now com¬ 
bined organisation, of the foreign 
operational centres of the “National 
Fire” and the “Asiatic”. Our acti¬ 
vity abroad is not yet very larg^ 
and we are exploring the possibili¬ 
ties of expansion in this field. As, 
however, there are considersdsle 
changes taking place in the political 
as well as economic character of 
many of the foreign territories where 
such possibilities exist, we are pro¬ 
gressing in the matter of expansion 
with caution. The pre.sent ran there¬ 
fore be considered only a formative 
stage for our foreign organisation. 

Turning now to the results of the 
year’s working, you will be grati¬ 
fied to note the increase in the ba¬ 
lance for appropriation from R"> 
20.50 lacs for 1961 to Rs 44.69 
lacs for 1962. 

The net total premium of all de¬ 
partments increased from Rs 434.30 
lacs in 1961 to Rs 492.29 lacs in 
1962, showing a rise of about Rs .58 
lac-8, ie, 13.35 per cent over the 
previous year’s figure. This increase 
was made up of Rs 46.5 lacs from 
business effected in India and Rs 
11.5 lacs from business outside 
India. Considering the market con¬ 
ditions in India and abroach this 
rise may be considered satisfactory. 

The ratio of net claims to net 
premiums in 1962 was 34.83 per 
cent for the Fire Department as 
compared to 28.97 per cent for the- 
yoar 1961. The increase in the Fire 
claims ratio was mainly due to 
the adverse experience abroad aris¬ 
ing out of some large fires. On the 
Miscellaneous aide, the trend of rise 
in Motor accidents and their costs 
contributed to the increase in claim-i 
ratifr from 48-56 per eent in 1961 
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to 57. 79 per cent in 1962. Despite 
these incretses, the claims ratios for 
both these departments can be con¬ 
sidered satisfactory. On the Marine 
side, the (general market experience 
continued to be unsatisfactory parti¬ 
cularly in the Cargo section. The 
claims ratio in our case, honever, 
has shown a small decrease from 
96.45 pei cent in I96J to 9li.26 per 
cent in 1962. 

The overall ratio of commission 
and expenses of management to net 
premiums has been maintained 
around 32.5 per cent, which is very 
satisfactory. 

The Company is liable to pay¬ 
ment of Super Piofits Tax in res¬ 
pect of this year's profit and the 
estimated tax liability has been pro¬ 
vided in the Accounts. 

Our investments as at 31 at Decem¬ 
ber 1962 aggregated to about Rs 
399 lacs and the total depreciation 
in these investments was of the order 
of Rs 6 63 lacs and is fully cover¬ 
ed by the Investment Reserve, Con¬ 
sidering that the total investments 
ill these investments was of the order 
of the “Oriental Fire”, “Nation¬ 
al Fire” and “Asiatic” as on 
.list December 1960 were only 
about Rs 175 lacs and tha> 
we invested Rs 224 Incs in the course 
of 1961 and 1962, it will be seen 
that the depreciation of Rs 6.6.5 
lacs is very nominal in the light of 



the great fall which took place in 
prices of shares and securities du¬ 
ring the last few months of_ 1962. 
The policy of the Company of exer¬ 
cising the utmost care and prudence 
in making investments during the 
period when the prices of most Or¬ 
dinary Shares continued to be un¬ 
realistically high, has now paid us 
dividends in keepine down the de¬ 
preciation to a very nominal value 
even under the present difficult cir 
cumstances. Whilst as a result of 
our policy, we did not make large 
book appreciations in our invest¬ 
ments, we have neither been requir¬ 
ed to provide for large amounts by 
way of depreciation. 

As in the past year, your Direc¬ 
tors have recommended a dividend 
of 6 per cent (subject to deduction 
of tax at prescribed rates) on tbe 
paid-up value of the shares. In do¬ 
ing so, they have kept in mind the 
de.sirability of strengthening the re¬ 
serves of the Company. Against the 
paid-up capital of Rs 110 lacs, wc 
now have reserves totalling Rs 46 68 
lacs (excluding investment reserves 
and dividend reserves). We have also 
additional reserves for unexpired 
risks of Rs 3 lacs each in the Fire 
and Miscellaneous departments in 
excess of the reserves maintained on 
the required basis of 50 per cent 
of the premium income for the year. 
The hnancial strength of the Com¬ 
pany has, I am happy to say, in- 


the' 


crea.sed ooi»i(fetdl)ly ii{#r «iiii«lga- 
mation. 

Coming to etaflf aukttets; your 
Company signed a new ngreemen; 
on Ist June 1963 with die Staff 
Union. The agreement provides, 
amongst other benefita, for merger 
of Dearness Allowance by an amount 
ranging from. Rs 47 to Ra 55 per 
month in the bask salary at the 
employee, and of the linking of Rk 
D earness Allowance scale with th? 
Alt India Working Class Consu¬ 
mers’ Price Index (Base 1949 = 
100). This agreement is the first of 
Its kind in the General Insurance 
Industry and marks a departure 
from the old practice of having an 
arbitrary system of Dearness Al¬ 
lowance. The agreement applies ret¬ 
rospectively from 1st July 1962 and 
the relevant increase in the Manage¬ 
ment Expenses for the year 1962 
has been fully provided for in the 
accounts. 

In conclusion, I take this oppor¬ 
tunity to express my thanks to our 
clients and well-wishers both in 
India and abroad who have conti¬ 
nued to extend us their support. 1 
also thank the officers, staff and 
development officials of the Com¬ 
pany for their loyalty and good 
work. 

N.B: This does not purport to be 
a record of the proceedings of the 
Annual Geneial Meeting. 
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Tata Etigineeriioig & Locomotive Co Ltd 

Statement of the Chairman, Shri J R D Tata 


'THE following is the statement of 
of Shri J R D Tata, Chaiman 
of the Tata Engineering & Locomo* 
live Co Ltd, for the year 1962-63:— 

The year under review was a 
somewhat disturbed one for your 
Company marred by shortages of 
materials and foreign exchange as 
well as the aftermadi of the decla¬ 
ration of the National Emergency. 
But for the shortage of steel, parti¬ 
cularly flat products and specials, 
the output would have been appre¬ 
ciably greater. 

2. In spite of this shortage, 
your Company was able to increase 
Its turnover by about 5% over that 
of the previous year. The establish¬ 
ment of production of excavators 
and Diesel shunters has helped to 
diversify the range of products 
manufactured. The succes.sful exe¬ 
cution of these two projects as 
well as the completion of the de¬ 
tailed planning for the expansion 
of the Automobile, Foundry and 
Forge Divisions is a matter of satis¬ 
faction to your Directors as I am 
sure it will be to you. 

Profit* and Appropriations 

.3. In spite of an increase of 
Hs 2 crores in the year's turnover, 
the gross as well as the disposable 
profits are lower than those of the 
previous year. The reasons for 
this setback, which were beyond 
the Company’s control, have been 
explained in the Directors' Report. 
I am sure the shareholders will ap¬ 
prove of the action taken by the 
Directors in drawing a sum of 
Rs 6 lakhs from General Reserve 
No 1, in order to make it possible 
to maintain the dividend on ordi¬ 
nary shares at the same level as in 
the previous year. I trust, how¬ 
ever, that shareholders will not 
interpret such action as any kind 
of commitment in regard to next 
year’s profits or dividend. It would 
naturally be the wish of the Direc¬ 
tors to maintain the present rate of 
dividend, and I hope that profits 
will in fact prove to be adequate 
for the purpose. At the same time, 
it must be borne in mind that we 
live and ^serate in difficult and un¬ 
certain times in which our own 


wishes and intentioni are neceasari- 
ly conditioned by circumstanoM 
and developments beyond our con¬ 
trol. Much will depend, amongst 
other factors, on whether the Finance 
Minister will find it possible or bo 
willing to repeal the super profits 
tax, and also on the level of produc¬ 
tion we are able to achieve in the 
current year. This itself will de¬ 
pend, to a large extent, on the 
availability of raw materials and 
foreign exchange. Notwithstanding 
the minor setback in profits in the 
past yean and the difficulties and 
uncertainties which we may have 
to face in the current year, the fact 
remains that your Company’s pro¬ 
ductive capacity and financial 
strength continue to grow and its 
prospects therefore continue to be 
bright. 

Expansion Programme 

4. The shareholders are aware 
of the Company’s expansion pro 
gramme, referred to as the “C” 
Programme, intended to double 
the output of Tata Mercedes-Benz 
vehicles from 12000 to 24000 per 
year. As I said in my statement 
last year, the Government of India 
desired, in view of the critical 
foreign exchange situation, that 
this programme should be spread 
over two stages and that only the 
first stage — limited to an increase 
in capacity to 18000 units per 
year — should be taken in hand 
for the present. Accordingly, dur¬ 
ing the year under review, the 
Company submitted, with Govern¬ 
ment’s approval, an application to 
the Agency for International Deve¬ 
lopment for a loan of S 13.65 
million (Rs 6.5 crores) for im¬ 
plementing the first stage of ex¬ 
pansion. This loan has been ap¬ 
proved by A I D and an Agreement 
has been executed. Government 
have also released to the Company, 
as agreed, a sum of Rs 1 crore of 
foreign exchange from “free sour¬ 
ces’’ for import of special items to 
be purchased from West Germany. 

5. Since the advent of the Na¬ 
tional Emergency, and in view of 
the accelerated demand for our 


products for defence purposes, 
Government have now decided that 
the second stage of expansion 
^ould be implemented su soon a« 
possible. We are accordingly aub- 
mitting a second application to 
AID for a further loan to cover 
the foreign exchauige requirements 
of the second stage. 

6. The most appropriate method 
of securing the Rupee finance for 
the contemplated expansions is re¬ 
ceiving the consideration of your 
Directors. 

Auiomoblle Division 

7. It is only in times of emer¬ 
gency such as the one we are now 
experiencing that the vital impor¬ 
tance of an efficient and self-sup¬ 
porting automobile industry can be 
properly evaluated and appreciat¬ 
ed. This emergency has also re¬ 
vealed weaknesses in the structure 
of the Indian automobile industry, 
particularly for meeting the require¬ 
ments of the special types of 
vehicles needed for our Defence 
Services. There arc reasons to be¬ 
lieve that Government is now 
directing its attention towards 
eliminating some of these. 

8. Immediately after the de¬ 
claration of the Emergency, with a 
view to raising to the maximum the 
output of Tata Mercedes-Benz vehi¬ 
cles for the Army, additional shifts 
and overtime woricing were resorted 
to and the output was stepped up 
by as much as 20 %. Unfortunately, 
this high rate of output could not 
be sustained for more than a couple 
of months as Government couH 
not provide the additional foreign 
exchange required for the import 
of raw materials and components. 

9. The first stage of the expan¬ 
sion from 12,000 to 18,000 vehicles 
per year has been planned in such 
a manner that the additional out¬ 
put will be secured sometime 
towards the end of 1964. De¬ 
liveries of plant and equipment 
from the United States are reason¬ 
ably, short, varying from 9 to 12 
months. As all the buildings and 
services will have been completed 
by then, the Company will be in a 
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position to secure additional output 
no sooner thu rquipinent is install¬ 
ed. 

10. Commercial vehicles con¬ 
tinue to be in short supply. The 
position haa become particularly 
acute as a result of the diversion 
of a major portion of our output 
for Defence purposes. During the 
Company's financial year 1%2 63, 
the production of commercial 
vehicles in the country totalled 
25,385, of which 12,2(X) or 48% 
were Tala Meicedes-fJenz. The 
commercial vehicle target for the 
Third Flan has been set at 60,000 
vehicles by 1965-66, but this, of 
course, will not be attained be¬ 
cause there is just not enough capa¬ 
city either with the main manu¬ 
facturers or with the components 
industry. 

11. The Commercial Vehicles 
(Distribution and Sale) Control 
Ortler, which came into force m 
May, 1963, is evidence of the de- 
terioiating position regarding the 
availability of commercial vehicle.^. 
The directions issued by the Con¬ 
troller of Commercial Vehicles 
result III 80% of our output being 
reserved foi prioiity allocation by 
Government Whilst the pivfeience 
of the Government authorities for 
Tata Mercedes-Benz vehicles is a 
matter of gratification, the reserva¬ 
tion of these vehicles for non-De- 
fence purposes not only operates un¬ 
fairly on our dealer organisation, 
but is also likely to influence ad¬ 
versely our long-term market posi¬ 
tion. These facts have been brought 
to the attention of the authorities 
and we are hoping that suitable 
modifications to the (lonlrol Order 
will be issued before long. 

12. Our dealers, whose reason¬ 
able expectations of continued 
supply of vehicles have been greatly 
and unexpectedly upset, have 
shown a great deal of patience 
and loyalty to the Company. Dur¬ 
ing the past several years, a first 
class sales and service organisa¬ 
tion has been set up. the successful 
functioning of which depends on 
a steady supply of vehicles and 
spare parts. Not only has the 
vehicle supply to our dealers 
dwindled to a mere trickle, but the 
spare parts position also is becom¬ 
ing critical due to a decision of 
Government not to grant import 
threes to manufacturers even for 
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such items which are not currently 
being pioduccd m the country by 
component manufacturers, 

13. The growth of the road 
transport industry has always had 
to contend with high taxes and 
duties, multiplicity of regulations 
and inadequacy of good roads. 
At present the magnitude of the 
tax burden on road transport is sc 
great that a recent estimate made 
by the Indian Road Transport De¬ 
velopment Association reveals that 
taxes and duties on goods trans¬ 
port average 6 Naye Paise per 
ton-mile or approximately equal 
to the average freight per ton-mile 
charged by the Railways. This 
industry whose growth is vital for 
the development of our nation will 
now suffer additionally from the 
non-avBilabihty of vehicles. The 
inescapable conclusion is that the 
vital importance of encouraging the 
vigorous growth of the automobile 
and road transport industries has 
yet to be appreciated by our Plan¬ 
ners and Government If there is 
any appieciatioii, it has certainly 
not been translated into anv effec¬ 
tive action upto now. 

General Engineering and Foundries 
Divisions 

14 The release of piodnctioii 
facilities as a result of the planned 
reduction in .steam locomotive out¬ 
put has made possible a worthwhile 
increase in the turnover of the 
Geneial Eiigineeiing Division, the 
performance of which would have 
been very much better if operations 
had not been plagued by several 
handicaps which appear to have 
become an inherent part of the 
Indian engineering industry. Though 
our excavators, shunters and paper 
& pulp making machinery con¬ 
tribute .significantly to the country's 
development and save a great deal 
of foreign exchange, the actual 
position IS that eiiginecimg com¬ 
panies such as ours are unable to 
obtain any assurance of supplies of 
steel in adequate quantities and of 
the required types; numerous 
orders for steel placed over the 
past couple of years remain out¬ 
standing without even an indica¬ 
tion of when we may expect deli¬ 
veries. It has to be appreciated 
by the controlling authorities that 
for the effective Utilisation of high 
grade engineering rapacity put up 
at considerable cost by companies 
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such as ours, it is. vital tfadt the 
flow of materials through the shops 
he planned in detail and Itmg in 
advance of actual operations. The 
uncerUinties created by material 
shortages result in the processing 
of uneconomic batches, frequent 
setting, low labour productivity 
and lock up of funds m works in- 
progress. Such inefficient opera¬ 
tions inevitably raise our costs and 
lead to a wastage of production 
facilities, which is as undesirable 
as idle plant and equipment, even 
though this may not be equally 
evident. 

15. Discussions are in progress 

with Government regarding the 

continuance of manufacture of 
steam locomotives after the current 
order for 325 units which will be 
completed during the latter half ul 
1966. We have brought to the 

notice of the Railway Board that 
the new projects which we have 
undertaken are very high up on 
the list of foreign exchange savers 
and the increase m tiieir output 
and the rapid growth in their indi 
genous content is dependent on the 
availability of the skilled men and 
machines to be progressively re¬ 

leased by the reduction in locomo¬ 
tive production. We have drawn 
their attention to the fact 
that further large scale investment 
by the Railways in obsolete motive 
power such as the steam locomotive, 
which in any case will have to be 
firematurely retired, is not calcula 
ted to solve the nation’s transporl 
problem We arc jiursuing tin*- 
matter with Government. 

16. In Jamshedpur, as in most 
of India, industrial production has 
been hampered by power short¬ 
ages The Company's Foundries 
Division has been particularly 
affected, frequent furnace shut 
downs due to power cuts have 
limited the tonnage of both the 
foundries to about the same leveK 
as during the previous year. It i* 
to he hoped that the additional 
power to be generated by a num 
her of, Government projects in 
eastern India will become avail 
able according to .schedule so that 
the crippling effects of such short 
ages on industrial production can 
be avoided, 

17. The installation in the 
Alloy Iron Foundry of the new 
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equipment ordered from the U 5 A 
under the A1 O loan will ermtly 
increase its capacity and further 
unprove its efficiency. Some of 
the latest techniques and processes 
of foundry practice are being intro¬ 
duced and it is confidently expected 
that the performance and quality 
of the foundry products will com¬ 
pare favourably with those of 
automobile foundries in other parts 
of the world. 

New Projecu 

18. The execution of the pro¬ 
jects undertaken recently and the 
implementation of our expansion 
programmes have fully extended 
our financial and managerial re¬ 
sources. Your Directors, therefore, 
consider as inadvisable at this 
stage any new venture which might 
detract from the major task to 
which we are fully committed. 
An exception has, however, been 
made in regard to a plant which 
we propose to set up with the 
technical collaboration of a Ger¬ 
man firm for the production of 
press tools, dies and production 
devices needed in increasing quan¬ 
tities by the repetitive engineering 
industry. Such an operation apart 
from saving and earning foreign 
exchange, will result in the deve¬ 
lopment of those priceless assets — 
the skills and techniques required 
for designing and producing vari¬ 
ous types of production device.*. 
This is a specialised field in which 
a beginning ha.s scarcely been made 
in India, but one which forms an 


essential eleamnt in the country’s 
engineering industry. 

19. The Government of India 
have granted to the Company a 
hcence to establish such a plant. 
Though the location of the project 
has not yet been finalised, negotia¬ 
tions are in progress for securing 
suitable land in the Poona region. 

Labour «id Pers onnel 

20. During the past yeails I 
have referred to one of our most 
important though intangible asset— 
our engineers, administrators and 
craftsmen. The attention that we 
have paid to the training and deve¬ 
lopment of our personnel resources 
constitutes the principal assurance 
of our future vigorous growth. We 
have now over 700 persons on the 
Company’s rolls who have obtained 
one or more University degrees in 
a wide range of technical, commer¬ 
cial and other subjects. The num¬ 
ber of our engineering graduates 
exceed.* 400, apart from over 1800 
employees who hold engineering or 
technical diplomas and certificates. 
These constitute an asset that we 
must maintain and develop with as 
much care as we. devote to our 
plant and equipment. It will con¬ 
tinue to be the Company’s policy 
to provide adequate compensation 
to Its employees and to keep the 
avenues of promotion ojien for 
those who prove their ability to 
undertake greater responsibilities. 

21. Our growth and expansion 
will continue to demand an increas¬ 
ing number of skilled and qualified 


persounel. The pool of trained an 
experienced men in the country ; 
strictly limited and in view of ov 
increased demand we shall need t 
establish in due course odditioru 
facilities for their training an 
development. Towards the on 
of the year under review tfaei 
were under traming at the Tele 
Works 473 trade apprentices an 
125 graduate engineers and supei 
visors. 

22. The labour situation at th 
Works continues to be satisfactorj 
There were no strikes and othe 
disturbances to production durin 
the year under review, althoug 
during May this year thei-e was 
stoppage of work in the Hear Axl 
Section of the Automobile Divisio 
resulting in a loss of 13,901 mar 
hours. 

23. Your Company is takin 
active steps to build up a co-oper« 
five relationship with the recognise 
Union so that the productivity c 
our labour can increase and emoli 
ments and conditions of work in 
prove. 

24. In conclusion, on behalf c 
the Directors and your behalf, 
would like to express my thanks t 
the Company’s workers and stai 
for the results achieved during th 
year in the face of so many difficui 
ties, only some ol which I hav 
mentioned 

J R D. Tai 
Chairmai 

Bombay, 5th July, 1963. 
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TM'B's lively 110 h.p. diesel 
engine provides enough power 
to haul capacity loads up the 
Bteepesi gradients without strain, 
ftuggedydurabie, powerful, the 
TM-B built for gruel- 

lingservice. Elimination of super¬ 
fluous deadweight, the sturdy 
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yet flexible chassis, the unique 
Heet Exchanger that maintains 
the engine at a constant operat¬ 
ing temperature preventing over¬ 
heating, the quality and design 
of each component ena¬ 

ble TM-B s to haul the heaviest 
cargoes over the roughest terrain 

TATA 

MERCEDES-BENZ 


In all weathers. Brawny, yet 
thrifty, the TM-B’s functional 
perfection gives operators profi¬ 
table haulage with excellent fuel 
economy; while 132 TM-B Ser- 
vice Centres throughout India 
safeguard their investment. 
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Trials of Non-Alignment 

JT Itas ahvaye been painfully obvioua that muefa of title brftVIldo iiitt 
nbn-aKgiunent had survived the Chinese onslau^t was {MremstBfei 
A policy may be discarded at one stroke or it may be eold >dowh dia 
river hy bits. Any political realist should have known all along litat 
in die case of non-alignment the latter was the real danger Ur be guaedad 
against. The Chinese attack did not immediately drive us into a 
tary alliance with the West which rushed military assistanob wkbMit 
Insisting oa any'foHnal commitment on our part. But this did iiidt 
mean that non-alignment could be taken for granted. Tlie stresses 'imd 
strains on our foreign policy began to be feh as we started dje task- of 
working out long-term military and political policies to face the Otineoa. 
This was inevitable since non-alignment as we had hitherto praedaod 
it had been worked out at a time when the many military and political 
Gontpulsions which the Chinese aggression of last October thrust anon 
us were not visualised. It is, therefore; easy to see in every mthmiliaf 
act or turn of policy a threat to non-alignment. This is unjuSdfied, 
fox the form of non-alignment today cannot be what it was bdore die 
Chinese aggression. To take but one instance, we had in the past con- 
sisteiitly opposed military aid from either bloc whereas now we aw 
actively trying to secure such aid from both blocs. Changes and ,4^ 
justments are certainly necessary. What is important is th^ 
tive content and their effect on our freedom to decide for mtmivUi hjt 
international affairs, including; of course, on questions relRdag to'iMW 
beat to face up to the Chinese threat. 

Two recent developments which have been intimately linked with 
the prospect for non-alj^ment are the proposed Indo-Westem air exet- 
cises and the agreement with the United States for setting up a power¬ 
ful radio transmitter beamed at South-East Asia and intended to couuMr 
Chinese propaganda in this region. Of the two developments, the 
details of and the issues involved in the latter are fairly clear. The 
political implications of the transmitter deal are infinitely more im* ‘ 
portant than its commercial wisdom which has also been questioned^ 

• Politically it is repugnant to our foreign policy and to our very splfj 
respect. However great the need for a powerful transmitter, it cannot 
justify the arrangement to allow the Voice of America to spout U S 
pri^oganda at a group of friendly countries who will certaindy view 
the stepping up of U S propaganda aimed at their people ndm glWJW 
ooncem. If we were hankering after a powerful transmitter to pYratMto 
better understanding of our policies among die people of StoidwEltet 
Asia, then the manner in which we have secured die toansmltter very 
offecdvely defeats our -puipose. The agreement also defeats one of the 
basic objectives of our foreign policy since ffie. Clfinese S|^essioa 
which is to do nothing to alienate the Soviet Union. Even in toe dell?, 
eata mattsUr of military assistance, we have,' with obvious deaioiistra- 
tiyehesB, made equal approaches to die West and the Soviet Uiikn. '{Ite 
VGA agwe m e o t makes ntnaeose of sueh efforts. 

The sgreeiBSDt ^nhas se^MHi .questions about the mumer^in 
vitid matters aie decided is w Govenunent of India. The 
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hanSn admission tii^ &e 
W[ inplicatk»)is 0f 
ni,mak«is it abundantiy 
pbwcrltil group in 4><’ 
Srnmeni pushed through this 
obnoxious deal knowing it to be 
contrary to the Government’* basic 

f )cdi«iet^. - , deliberately keeping the 
*rime Minister in the dark. The 
implications are without question 
dangerous and justify an enquiry 
to uncover the persons in the Gov- 
jernment guilty of siicli a trans¬ 
parent attempt to subvert the coun¬ 
try's accepted polities. But this 
should not cOme in the way of im¬ 
mediate stejis to disentangle our¬ 
selves'from this disgraceful agree¬ 
ment. This will not be easy knd 
will entail considerable embarrass¬ 
ment, particulaary since tlw II S is 
showing signs of obduracy, but thm 
would do far less damage than the 
continuance of an arrangement 
syhich makes the country a hand- 
ipgid of U S propaganda. 

■ A* for the agreement with the 
U S ahd the U K for carrying out 
joint air exerciser, certain vital 
aspects of it remain shiouded in 
mystery, making it difficult to assess 
its precise implications The 
Ministry of External Affairs has 
issued’ an official conununique, but 
ilids more an attempt at whitewash¬ 
ing rather than at explaining the 
aMlf)h>aaid implications of the agree- 
naeilt.!; It is (minted out that the 
exercisesewould be conducted under 
the “aegwff'ifstc) of the Indian Air 
Force, that tliey do not commit the 
U S and the U K to come to our 
assistance in the event of a Chinese 
attack or the Government of India 
to accept such assistance. It is also 
stressed that while the Government 
of India has accepted the Western 
offer of valuable radar and commu¬ 
nications equipment, it is also acti¬ 
vely seeking Soviet assistance m 
Birenjgthening our air defence. The 
aim obviously is to dispel any 
suspicion that the air exercises are 
rtta« prelude to the acceptance of 
atone kind of air umbrella which 
earlier been rejected by the 
^OMenunent, and,.,rij^tiy> as being 
tdpugnant to oon-elignment. 

The facts which are (available are 
not; however, at all ilufficienl to 
e^j^yinoe one of this. True, the radar 
eijuipment to be supplied mav be 
absolutely essentia] for ah effective 
gyimm of air defence. .But radar 
enemy; to com- 
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plete the deface we^ieed 

fast intercepwrs VK' h»tbab«iiSft’ 
missiles, ginol^ ^injiB- Aae 

the U S and -Ae U K f||mn^ tO sup¬ 
ply us these? Judging from what 
has appeared in the press, no" .,Aw 
they then agreeable to our using the 
ground equipment supplied by them 
with planes and missiles secured 
from other sources? This m even 
less likely What then is the picture 
that emerges? That the U S is siip- 
plving U5 with the ground quipmmt; 
that the Indian Air Force is to be 
trained in the use of thi.s equipment; 
that ground facilities are to be 
created which will enable the Wes¬ 
tern air force to go into operation 
swiftly and effectively in the event 
of a Chi ness attack 

Now, just as acceptance of militaiy 
aid did not vitiate non-alignment 
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, in ctm&H *kirou]astanqe«, it i$ pos- 
<'«^aage a ^^tion''.wbieii 
. ‘'some gudt'ikiTangement ga Ae »ir 
nn^riella may he aolually justiwM— 
. say, we were expecting an immi- 
^m*fft Chinese attack of sufficient 
magnitude to endanger the safety of 
our cities and Industrial centres. It 
is to be expected that our long-term 
military policies would be based on 
an assessment of Chinese motives and 
likely actions. Acceptance of mili¬ 
tary assistance of any type or magni¬ 
tude may not imperil our policies 
provided a corresponding militar) 
threat exists. But if we hankei 
after assistance of an order not 
justified by the military situation 
on our borders, then the results aic 
bound to be disastrous for our poli¬ 
cies This is the danger that we 
have to guard against. 


Shipping Freight Rates 


'J’HE decision of the Karinahom 
Conference to increase West¬ 
bound freight rate's by 12 .5 per cent 
against the Maritime Freight Com- 
inission's recommendation of a 
general increase of only 7.5 per 
cent, has created a piquant situa- 
ation. It is now abundantly clear 
that the Governmet of India has 
failed to acquire sufficient control 
over ocean freight in spite of the 
vital importance of freight rates for 
the country’s export drive. The 
Government has been putting in¬ 
creasing press-urc on the various 
Conferences to reduce freight rates 
on jiarticular commodities shipped 
to particular destinations. TTie 
efforts of the Freight Investigation 
Bureau in this direction have been 
attended with considerable success. 
In most cases, the Bureau has been 
able to show that the rates are ex¬ 
cessive in comparison with those 
applicable to other commodities or 
to other destinations But while the 
Bureau has been able to take a 
firm line on individual freight, rates, 
it is apparent that at the higher 
level at which the question of the 
general level of fre^ht had to be 
tackled, the Govermnciu failed to 
take as firm a line. 

Whatever action the Government 
may decide to take on the Kartna- 
hoin Conference’s decision to go 
Bhejad with an incre^e in freight 
'.vjlytqs, higher than that epeommended 


by«the Maritime Freight Commis¬ 
sion, it will be faced wth many 
difficulties because the Conference 
decision is within the framework 
of consultation and discussion on 
which agreement had been reached 
earlier. Since the Conference is 
not required to get the Govern¬ 
ment’s approval for increases in 
freight rate.s, it is technically 
free to make it" own decisions 
despite the ■disapproval of the 
Government. It is quite likely, 
however, that the Conference action 
may precipitate a situation in which 
the Government may have to consider 
whe.ther it can enact legislation to 
take powers to control freight rates 
more effectively. 

The ineptness with which the 
Maritime Freight Commission has 
tackled its first major task may 
have well encouraged the Karma- 
hom Conference to fix the general 
increase in freight rates higher than 
recommended by the Commission 
The serious adverse effects tfiat any 
general increase in West-bound 
freight rates would have on India’*; 
export trade have been so frequently 
stressed that the Commission would 
have been justified in recommend¬ 
ing any jnorease alt all only after 
the strictest examination of the 
argumentSjpuI. fo|war4 by the Con¬ 
ference aels^ation and the closest 
KriHiny of presented by 

it. The foRimdUHOlds wport re- 


fleetly on ^ pooprarjr. 

CKHUtl ^tude to ^ iw$d||i^ 
Tbodgh it h&9 emphs^d 
to take core that nothing ie done to 
affect OUT export plana, it aeems to 
have accepted the arguments of die 
Conference delegation without much 
critical examination and to have 
been quite willing to accept their 
facts on trust. 

The Commission accepted, for in¬ 
stance, the argument that the costs 
of the shipping lines have increased 
substantially since the last freight 
rate increase in 1957 even though no 
precise data were presented to the 
Commission. It is not surprisiuig 
that the Commission could present no 
arguments to support its own re¬ 
commendation of a 7.5 per cent 
increase, and this knowledge pre- 
humably emboldened the Confer¬ 
ence to fix the actual rate of in¬ 
crease at 12.5 per cent, only 2.5 
per cent less than what it had origi¬ 
nally proposed. That some cost 
increases must have taken place 
seems obvious. But the question is: 
what was the magnitude of these 
coat increases in particular items 
and to what extent were they off¬ 
set by cost reductions brought 
about by the recent rationalisation 
of services and by other steps taken 
to introduce economies in opera¬ 
tion? It was also relevant, surely 
to ask whether the freight rates in 
operation in the base period were 
not too High 

This latter question is of special 
significance in the light of the argu¬ 
ments advanced by the Karmahom 
Conference delegation and accepted 
uncritically by the Maritime Fre¬ 
ight Commission that over the 
period under consideration, fr«ght 
rates m coastal shipping, railways 
and road transport in India increas¬ 
ed sifenificantly and thait Confer¬ 
ences and shipping lines had re¬ 
cently announced increases in fre¬ 
ight rates on other routes. Frmght 
rates in coastal shipping, railways 
and road transport have been ab¬ 
normally low for many decades. 
Railway rates in particular^ being 
fixed by Government, have been ex¬ 
tremely uneconomic for certain 
commodities. Because. of the in¬ 
flationary pressures within the eco¬ 
nomy, tlto costs of these sectors of 
domestic transport have risen 
sharply, s,, ; 

For ocean freights, «m the contrary, 
it has,neither true titat the on* 

gitud vliwel was MO'lbw itor that sub- 


qp# .inctoMM Wvwhqttt as 
Jitoides, the . ecotpndto' fo 
yqKdptjkm thqt have beroCaciueyed 
and those-i^ich should he possible 
to achieve ought to com¬ 

pensate for any increaw in costs 
that jday have taken piace.^ At any. 
rate, the Maritime Freight Com¬ 
mission should have considered it 
its duty to investigate the question 
from tois angle. 

If India , succeeds in bringing 
about a rapid expansion of its ex¬ 
ports in the near future as it has 
planned to do, the economics of 
the liner trade serving this country 
should be basically transformed. 
This is because there is bound to 
be an increase in the proportion of 
capacity which is utilised on the 
West-bound traffic. The Conference 
should take this into account and 
realise that any contribution it can 
moke towards an expansion of 
India’s exports by keeping rates as 
low as possible and improving ser¬ 
vices, will ultimately benefit its 

How Not to 

the silver jubilee of Shri J R D 
Tata as head of the Tata group 
of companies was not accompanied 
by any great fanfare. The public 
relations handouts did not even 
mention the well-known fact that 
he heads the largest group of 
companies in the country. They 
modestly desenbed the group as 
just one of the largest. On occa¬ 
sions like this, the general tendency 
is to extol the achievements 
of the person concerned in the 
past and what are described as his 
qualities of head and heart. This 
treatment hardly does justice to a 
man who, far from bemg about to 
retire, is perhaps more active and 
clear-sighted than ever before. 

Regardless of how others took 
the occasion, Shri J R D Tata biin- 
aelf has celebrated it in his own 
characteristic manner. He has 
looked forward, not back. Witness 
Ris firm support to the Bokaro pro¬ 
ject in the public sector on the 
ground that “it would be both' un¬ 
reasonable and unpatriotic of any 
one to place the interests of private 
enterprise above those of the nation 
as a.-whole”* The man, who was 
bom into the family India’s 
gneatest captain of industry and 
whose group has die larged stake- 


Bies^ liMa. Suwly, 

^ Miritime Fseigltt .Coiiawdaii^ 
■hould hasie gone into, this «a|^ 
of the matter as well. 

All this suggests the need for ^ 
Government to make a very careful 
examination of its policy with re¬ 
gard to shipping. It is not enough 
merely to increase the -volume 
Indian tonnage, aa the concurrence 
of the Indian shipping companies In 
the Conference to the freight, in-, 
crease has shown ao clearly, fli 
course the effort to increase Indian 
tonnage will no doubt form an 
important part of an overall policy 
directed towards ensuring that 
shipping operating in our overseas 
trade Jiows due consideration to 
the country’s basic interests. What 
is really necessary, however, is a 
tovision of policy on the use of 
tramp tonnage, and a reconsidera¬ 
tion of the attitude towards the sys¬ 
tem of deferred rebates which helps 
to keep shippers within the control 
of the various Conferences. 

Look Back 

in the steel industry, made it clear 
that “the private sector, even ^ 
permitted to do so, would not be 
able to undertake on its own a pfd- 
gramme of expansion at an aver¬ 
age rate excelling a million toS&a 
of new capacity per vear’’. 

The second item on J R D’s 
jubilee celebration programme was 
the announcement that Tata Iron 
and Steel has accepted in principle 
an expansion of its capacity by upto 
one million tons at a cost of a 
little more than Rs 100 .crores. 
While assuring the shareholders 
that the .scheme would be under¬ 
taken only if it is possible on terms 
fair and attractive to them he has 
also emphasised that the company 
can never afford to sit hack so lopg 
as it cXisLs. The shai^holders mgy 
not so far have profited as much 
from the expapsion as they had a 
right to expect; but J R D Xlao haa 
no douht that if die company had 
not doubled its plant capacity, the 
position pf the ^ar^olders would 
have been even less favourable than 
it is now. 

To this may he added the im¬ 
portant rolr 'Which 'J R D Tata jhw 
played in the negotiations for md*- 
tary aid, especially for the expm^^ 
sion and modernisation ,of the ajuti. 




_ ^ 

Weekly Notes 


tht dter 4^o«p conpum^ & 
not particulltrly en«moui«d of the 
soci^tst 'patterb of-socie^. ' 


N6t Mf Dcconfro/ 

XHE demand of tiie Maharashtra 
Minister for Industries for tlit 
abolition of the office of the Iron 
and Steel Controller highlights the 
continuing dissatisfaction of govern¬ 
ment agencies as well as steel-con- 
sumers witli the working of this 
office. The Minister was, of course, 
fully awarc that this demand was 
of an extreme nature. But the. fact 
that he made it nevertheless, is an 
indication of the trend of opinion 
on this controversial subject. 

Decontrol of steel has been in 
the air for some time hut the inte¬ 
rests concerned disagree on the 
extent to which decontrol should bc 
permitted. The private steel pro 
ducers want complete decontrol be¬ 
cause they would stand to lose if 
only the freely available varieties 
are decontrolled. The small con¬ 
sumers are afraid that they would 
have to pay much high<>i prices; 
why this should worry them so 
nmeh is not so clear, since at pre- 
seiit they get only about one-fourth 
of then requirements at controlled 
prices. The registered and coii- 
trolled stockists have then own 
reasons for opposing any change in 
the existing system of distribution, 
for they would be displaced by 
government stockyards on the one 
hand, and new traders on the other. 

The complexitv of the dilemma 
whidi the Government faces has to be 
folly appreciated. The prices of most 
vasribties of steel were raised with 
effect from July 1. hut the question 
of retention prices to producers is 
still hanging fire. As the Raj Coni- 
-mittee made it clear in its prelirai 
nary report, the issue is not a simple 
oat of just full control or partial 
decontrol or full decontrol. Various 
steps have to be tdeen simultaneou¬ 
sly ist a number of points to ratio¬ 
nalise the system of stteel production, 
pHcing and di^bution. Any 
sii)|^ step taken in isolation will 
make the position worse, 
nMJbeitei!. Tn,giwe only a- few de- 
tad%>|iy step in the direction of 
steemiirol and joint planning of steel 



production by the three producer-* 
requiren a drastic rationalisation of 
the number of sections and sizes, a 
substantial increase in storage capa¬ 
city near the centree of consump¬ 
tion, creation almost from scratch 
of new arrangements for distribution 
and extension of credit, and basic 
change in the Tariff Commission 
formula for the asoessment of capa¬ 
city utilisation, not to mention a 
thorough reorganisation of tlie 
functions and working of the lion 
and Steel Controller’s Office. In 
other words, the problems under 
discussion now cover for the 6rst 
time the entire range of issues con¬ 
cerning the steel industry. It would 
be idle to pretend that any simple, 
ea.sy and universally acceptable solu¬ 
tions can be found for them 
While It IS desiiable to reach deci¬ 
sions quickly, that should not be an 
argument for pushing through has¬ 
tily conceived and piecemeal measu¬ 
res. 

Price Support: for Grower or 
Trader? 

XHE machinery that has been 
created for supporting the 
price of raw jute is nothing if not 
claboiatc. In the first place, the 
Central Government’s Jute Commis¬ 
sioner in Calcutta is empowered 
undci the Jute (Licensing and Con- 
tiol) Order to require the jute mills 
to puichasc certain minimum quan¬ 
tities of raw jute eveiy month Then 
there is the Jute Buffer Stock Agen¬ 
cy formed in 1961 for the express 
puipose of supporting prices. In 
addition, some 600 cooperative 
marketing societies in the jute¬ 
growing .States purchase raw jute 
from the growers. Finally, the State 
Trading Corporation also entered 
the raw jute market last y*m to 
siijiport the cooperative societies by 
taking over against cash payment 
the jute purchased by them. 

The operation of these agencies 
affects the price received by the 
grower „quite differently. While the 
epopefative marketing societies make 


their purchases directly from the 
growers, the jute mills and the buf¬ 
fer stock agency buy mostly from 
traders. The jute mills and the 
buffer i^ock agency between them 
make the bulk of the purchases, the 
scale of operation of the coopera¬ 
tive societies being relatively small 
In 1962-63, for instance, the mills 
and the buffer stock agency between 
them bought 6.7 million bales while 
the purchases of the cooperative 
societies were not even a lakh bales. 

It IS thus dear that the impact 
of the support operations on the 
price received by the cultivator was 
at best indirect since the bulk of 
the purchases were made from trad¬ 
ers, It has been pointed out in these 
columns that the buffer stock agen¬ 
cy IS by itf, constitution eminently 
unsuited to the task of maintaining 
prices at the level stipulated by the 
Government. It is managed and 
controlled by the Jute Mills Asso¬ 
ciation which IS yet to reconcile it¬ 
self to the minimum prices fixed by 
Government. The minimum prices 
fixed for the last two seasons, and 
which have been continued for the 
1963-64 season, are based on the 
price of Rs 30 per maimd for Assam 
bottoms in Calcutta. The jute mills 
have maintained that this price is 
too high and not justified by the 
prices of finished jute goods. 

Not surprisingly, therefore, the 
buffer stock agency has never com¬ 
mitted itself to maintaining the price 
fixed by the Government and much 
of its purchases in the last season 
were in fact made at lower prices. 
In any case, as noted above, the 
buffer stock agency as well as the 
jute mills made their purchases from 
the traders so that while their opera¬ 
tions did help to avoid severe de¬ 
pression arising from glut in the 
raw jute market, they could hot en¬ 
sure that the grower received the 
minimum prices fixed by Govern¬ 
ment. 

This was the reason why it was 
decided to encourage cooperative 
marl^eting societies to purchase and 
hold raw jute Since the societies 



wOliM Wy iWjute dimply frdmirtlie 
growers in ^ primary m'irkets, it 
woe expected that they wouid exert 
a mim decisive influence on the 
pri<!e received by the grower than 
the activities of the jute mills and 
the bufi'er stodt agency. But the 
scale of operation of the coopera¬ 
tives last year was too small to make 
an impression on prices. It Was 
hoped, however, that with the entry 
of the State Trading Corporation 
into the field, to take over the jute 
bought by the cooperatives and to 
provide them with funds to make 
further purchases, the cooperatives 
would be able to play a more im¬ 
portant role. It has been officially 
announced that purchases of raw 
jute by cooperative societies in 1963- 
64 would be four times as much as 
last year. This is most welcome 
because unless large purchases are 
made direct from the growers, the 
objective of fixing minimum prices 
Is not likely to be realised. 

In the context of the projected 
increase in the purchases of the co¬ 
operative societies, a report appear¬ 
ing in the press last week is parti¬ 
cularly disturbing. According to this 
report, some of the jute purchased 
by the State Trading Corporation 
from the cooperative societies la.sl 
year carried the tickets of jute 
traders operating in the open mar¬ 
ket In other words, the traders used 
the cooperative societies to sell raw 
lute to the S T C at the Government- 
fixed prices which were higher than 
those prevailing in the open mar¬ 
ket Not surprisingly, therefore, the 
S T C is reported to have suffered 
a loss of Rs 4 to Rs 5 on every 
maund of raw jute bought by it last 
year. If this loss had gone to subsi¬ 
dise the jute grower, then the S T C 
would have been furtherifig the aims 
of the Government’s minimum price 
Jiolicy. But what, it would appear, 
was happening was that some clever 
traders were making a nice profit 
for themselves by selling to the 
S T C at prices higher than they 
could realise in the open market. 

It is to be hoped that the lessons 
of the S T C’s experience last year 
would not be entirely lost on the 
Government. It is all right to claim 
that the cooperatives will increase 
their purchases four-fold this year, 
but b^ore the STC buys up the 
iute from dte cooperatives at prices 
higher than dmee prevailing in the 


t^D market, it must be ensured 
that the cooperatives are in fact ge* 
nuine and are makii^ their pur¬ 
chases from the growers and not 
merely acting as covers for jute 
traders, out to make a profit for 
themselves at the STCs cost. 

U 5 Balance of Faymuitt 

*Jl’riE persistent deficit in the U S 

balance <^f payments, which has 
been causing U S authorities con¬ 
siderable anxiety for some time 
now, has been primarily due 
to the high level of its military ex¬ 
penditure abroad and the conti¬ 
nuous outflow of both short-term 
and long-term capital, including in 
this latter term, dlicial U S assist¬ 
ance to underdeveloped countries. 
Apart from this, tourist expendi¬ 
tures abroad have also been high. 
All these together combined to pro¬ 
duce an overall deficit despite the 
existence of a surplus on the 
trade account'. Until recently U S 
efforts were directed in general at 
expansion of exports, which were 
already high Some success attend¬ 
ed these efforts but the overall 
balance of payments continued to 
remain in deficit. 

During the last year or two, the 
authorities tried to deal with the 
resulting drain of gold from the 
country by persuading other coun¬ 
tries to hold more dollars in their 
reserves. Different countries have 
different practices in this regard, 
but almost all of them agreed to 
modify these practices so as to hold 
more dollars. In effect, they helped 
to maintain the de jure convertibi¬ 
lity of the dollar by agreeing not 
to press their convertibility rights 
Irfe farto. The accumulation of 
dollars in their reserves in this 
manner subiected these countries to 
the risk of heavy loss in case of a 
devaluation of the dollar and there 
was. therefore, increasing resistance 
to this practice as the proportion of 
dollars in the reserves of these 
countries increased over time. Some 
countries made substantial pre-pay¬ 
ments of loan instalments in order 
to reduce this proportion, yet they 
found themselves from time to time 
nressing for payment in gold. 
Whenever this happened there was 
a substantial outflow of gold from 
U S reserves, 

While, pressing otfier couijtrks 
to held doHare in their reserves, 


the U S GovernuienI eonlMiat% 
refused to |giv« « mid guerantee ilipi 
such holdings. IDiey aigned dwt 
this was not necessary hecauie tin? 
had ijlven an assurance diet dn 
dollar would not be devalued, htH 
this argumoat could hardly aatisiy 
those who were adcsd to hold 
dollars. Assurances about ^ dn 
maintenance of the value of a cur« 
rency have very often in the pad 
been followed by a reduction jn 
that value, the change having soan* 
times been made overnight. 

The other countries oonoeraei^ 
have, therefore, been quite restive 
for some time, particularly bo 
because the measures taken by the 
U S Government could only post’ 
pone the day of reckoning. More 
teffective measures to tadclo dif 
basic factors responsible for dn 
Igold drain could not, however, fie 
taken easily. The reduction ol 
military expenditure was bound up 
with the country’s foreign policy. 
The reduction of foreign aid to 
underdeveloped countries was ruM 
out if the United States was to pla) 
the role that it had marked out foi 
itself in this sphere. The onl| 
apparent way of tackling the flot* 
of upita] was through interest ratt 
policy, given the desire to ahstair 
from physical controls. There wertt 
however, special difficulties ii 
adopting the obvious remedy oi 
higher interest rates because of tl« 
domestic situation. 

Domestically, the U S economj 
has been showing sjgns of stagna 
lion: rate of growth of national in 
come during the last few years bai 
been insignificant and unemplpy 
ment has tended to grow. A efaeaj 
money policy formed an obvioui 
part of any scheme for acoeleratinf 
the rate of econopiir growth an< 
reducing unemployment. If higl 
interest lates were necessary p 
reduce the outflow of capital froB 
the United States, low interest rate 
were necessary to stimulate Rs 
economy. The Administration pre 
ferred to give priority to the 
of domestic economy while tryiq 
other methods to deal with tb 
balance of payments situatior 
These other measures proved, how 
ever, no better than palliatives all 
last week, the realities of the situi 
tkm cau^t up wiRs the Adminis 
ration. 
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iffilCfjv* MtotUfM of Lost 

JT ' wu apparent' that athrr coun- 
' trios would not be willing mueb 
longer to accept additional dolhrit 
ni their reserves. It ih probable 
that some of them actually pressed 
the United Sfates to discharge its 
respionsibilily to convert the accu¬ 
mulated dollars into gold. Such a 
conversion would have involved a 
a gigantic drain of gold from U S 
igservea within a lelatively short 
pBriod and this might have caused 
a flight of capital from the United 
States. The U S Uovernrnent de- 
'cided that it would be belter in 
these circumstances to deal with 
the situation directly. 

The first measure announced was 
an increase m the discount rates 
of the Federal Ifeserve Bank, i e, a 
TtW- in short-term rates. It was 
made clear that the authorities did 
hot want to allow long-term inte¬ 
rest lates to rise, so tlial domestic 
investment in the United Slates 
eould continue at a high level. 
However, something had to he 
done to stop the outflow of long¬ 
term capital also. The measiin; 
proposed to deal w'lth this is an 
interest-equalisation tax which will 
raise the effectne rate of interest 
at which foreign governments and 
nofnpanies can raise long-term capi¬ 
tal in the United States while leav¬ 
ing the rale of inlen'st actually le- 
ceived by U S residents at the .same 
level. By this method, dome.stic rates 
are allowed to remain low As a 
result the outflow of capital should 
narrow down to a small trickle com¬ 
pared with the flood of irceni vrais 

U S borrowing from tiie Intel na¬ 
tional’ Monetary Fund is tlie olhei 
' important measure, wfaieh togs'thei 
with the interest equalisation tax. 
Was announred bv tlm President in 
hi.s special message to Coiigre-ts 
This amount will presumably be 
used to pay oflf riie various countries 
with accumulated dollar balances, 
so that, this conversion operation 
will leave U S gold resenes untou¬ 
ched. Wfiile the overall position of 
fhe linited States will remain the 
isanie whether it allows dollars to 
he-^ accumulated In other cniintrie>i’ 
ri'sei'vss, pays thrm fiom its own 
^ Reserves 'of borrows' from' the Fund 
in Ordei'^to d«B so,-the-psydiological 
hapbet* The 

U S Government has thus mcnagod 

sm 


to stgve off the crisis that a laige 
scale conversion of accumulahd 
dollars would otherwise have pro¬ 
duced. It remains to he seen whe¬ 
ther the other measures proposed 
will succeed in bringing about a 
more basic improvement m the ba¬ 
lance of payments. 

No On for Mangalore? 

progress of the scheme to 
develop Mangalore into a major, 
all-weather port has been s£> slow 
that the report appearing in the 
press last week that the Mysore 
Goveinnieht Is at "laiit beginning to 
sit up and take notice is he-arten- 
ing. The Central Budget for 1962- 
6.S earmarked Ks 12 lakhs for the 
Mangalore port. The actual expendi¬ 
ture during the year was, however, 
only about R.s 4 6 lakhs. The pro¬ 
vision made in the 196S-64 Budget 
Is also depressing- it is only Rs 10 
lakhs, so that (assuming expendi¬ 
ture does not fall short of Budget 
provision this yeai also) the total 
expenditure on the Rs 15 crore pro¬ 
ject which IS scheduled to be com- 
jileled by the end of 1966, by April 
1964 would be no more than about 
Rs 1,5 lakhs 

The reason given for the short¬ 
fall in expenditure in 1962-63 was 
delay in the acquisition of land and 
consequent slow progress of con¬ 
struction work It IS, therefore, all 
to the good that the State Covern- 
nient’s efforts are centred on speed¬ 
ing up acquisition of land. The 
Government ha,s ordered acquisition 
of about 1,400 acres and appointed 
a special officer to expedite the pro- 
les- li has also .set up a liigh-power 
committee to study the progress of 
acquisition. It is to be hoped that 
as a result of these steps a repeti¬ 
tion of the iinhapp) experience of 
last year would be prevented 

Katiwav Mini'-ler Swaran Singh 
also had a heartening word to say 
about the Mangalore port last week 
He assured a press conference in 
Bangalore that work on the Manga- 
loie-Hassan lailway line was pro- 
cefding satisfactorily and that it 
would be completed simultaneously 
witli the port. The railway would 
link the port with the hinterland 
and would be the major means of 
trarrsport. of goods for export from 
the port. 

- has been, however, one 

major-'developiinent of vital interest 


T' iru 

to the Maiilgalore port project ^ 
has not found a mention in ei 
the Mysore Government’s annou 
ment or the Railway Minister’s st 
ment. This is the reassCssmeni 
the iron ore reserves position 
south Mysore. The Mangalore j 
according to the Third Plan, 
proposed to be developed prime 
to handle about 2 million tom 
iron ore expected to be expo 
from Chitaldrug and other mil 
areas in the vicinity of the pc 
However, recent investigations, 
the Indian Bureau of Mines are 
ported to have indicated that 
iron ore reserves in this region 
much less than originally estima 
The scaling down of the estimati 
reserves is believed to be as s 
as from 276 million tons to a ii 
12 million tons. Another study, 
time by a foreign team, is repo 
to have cast doubts also on 
quality of the ore reserves in 
area. 

Of course, substantial iron 
reserves have been confirmed in 
Bellary-Hospet region in My 
and the need for a major port ' 
modern facilities throuigh whicl 
export these ores is unquestioi 
It has been calculated that the T 
important factoi determining 
( 1 f cost of iron ore is sea frei| 
and sCa freight is to a great ex 
affected by the time taken in h 
iiig and discharging cargo and 
the sort of vessel that is used, 
the Weekly Note “Exports of I 
Ore” in the issue of June 2.3, 19( 
This calls for ports which can 
commodate large ships and wl 
have the facilities for fast mechi 
cal loading. For this reason tl 
may still be a ca.se for develop 
the Mangalore port to export 1 
lary-Hospet iron ore. But the i 
will remain that this would m 
much longer rail haulage of 
ores than would be the case if 
exports were made through Mari 
goa or Karwar. 

Tinkering with Capital Marl 

'J'HE stock markets have been 
the doldrums since the en 
gency in last October. Sf 
values have slumped along a vi 
range and many observers sOem 
think that,there is no quick recot 
in prospect. Apart from the 
vate seaor's discomfiture irotn ' 
state of the markets, 'from' tiqte' 



time tbe Governmein India has 
also felt the need to take some 
action to revive confidence. It is , 
reported that recently there Jtas 
been a series of discussions between 
top industrialists and the Govern¬ 
ment in this matter. 

The reported opposition of cer¬ 
tain sections of the private srotor 
to the proposal that the LIC be 
used to support selected scrips is, 
however, not easy to understand. 
Since the LIC was set up/‘the pri¬ 
vate sector has more than once 
asked the Government to use the 
re.sources of the LIC in support of 
the investment market. The pre¬ 
sent opposition IS said to be on tne 
ground that such support by the 
Lie would involve the Corporation 
in “speculative operations” which 
would violate previous assurances 
given by the Government. But, 
surely, if the present level of share 
prices is considered low because of 
lack of investors, the spokesmen of 
llie private sectoi cannot, in tlie 
.same breath, judge support by 
the Lie at these levels to be specu¬ 
lative. Or, 1.S It their fear that by 
this support the LIC would gai'i 
substantial intere-sls in many com- 
ponies? 

The latest report from Delhi that 
the Government of India has ni'* 
proved a proposal to use the resour- 
ees of the fndustrial Credit and 
Investment Corporation of India and 
the Industrial Finance Corporation 
to give limited support to the 
capital market by underwri¬ 
ting new issues is indeed a very 
poor outcome of the high-level dis¬ 
cussions that have been going on 
The two institutions, paiticiilaily 
the ICICI, have been supporting 
the capital market through under¬ 
writing operations almost ever “ince 
they were set up. Thev have also 
been making judicious direct pur¬ 
chases of the equity of selected con¬ 
cerns and such purchases have pro¬ 
ved useful in a number of cases. 
All these, activities will doubtless 
continue, but these are of too small 
dimensions to give a shot-in-the-arm 
to the stock markets, even assuming 
that this can at all he done by 
institutional support, 

fk«da’s N«w Cabintf^ 

Our Japan. CorrespondMf' writer; 
r’ONTRARY to my belief express- 
ed in the last letter from Japan 


(Special Npaiber, July 1D63) 
Lisaku Sato, brother of ex-Prime 
Minister Kishi, has been included 
in the New iapaneee Caking an¬ 
nounced on July 18. He has been 
given the rank of State Minister in 
charge of Olympic Affairs, Directoi 
of the Science and Technolqgy 
Agency, etc. There is no doubt 
that Uiis unexpected inclusion is 
dqe to the advice of ex-Prime Mini¬ 
ster Shigeru Yoshida, the aged 
genro (adviser) of the Liberal 
Democratic Party. Four days ago 
Premier Ikeda visited Yoshida and 
rumours of expansion of the Cabi¬ 
net followed almost immediately 
afterwards. 

As readers of this column wi|l 
lecall, Japanese cabinets are consti¬ 
tuted not on the basis of efficiency 
or ability to handle departmental 
affaits but on the basis of the num¬ 
ber of political followers each mem¬ 
ber is able to bring into the Liberal 
Democratic Party. Immediately 
after Ikeda’s first election three 
years ago, he tried to reconcile in 
the one cabinet members of the 
tci/in (career) faction and the 
bureaucratic faction, but dissatis¬ 
faction between Sato and Kono 
caused a break-up of the cabinet 
and in the second cabinet Sato was 
not included. Having the most 
powerful section of the party out¬ 
side the Cabinet ha.s made things 
difficult for the Prime Ministei but 
because of the rapidly increasing 
living standards, the ability of Ikeda 
not to offend any person in the op¬ 
position by his “low postuie” or 
polite attitudes, and general,, good 
luck, the bureaucratic faction could 
not cause excessive harm Hut now 
another attempt is to be maiie to 
bring all the Liberal Democratic 
factions into the cabinet. 

In the new cabinet the Foreign 
and Finance Ministers have remain¬ 
ed unchanged (Ma.sayoshi Ohira 
and Kakuei Tanaka, respectively I 
but the Education Minister has been 
replaced by Hirokichi Nadao, for¬ 
mer Education Minister in the Ki«hi 
Cabinet. There is also a new ap¬ 
pointment in the powerful Agricul¬ 
ture-Forestry Ministry, Munenori 
Akagi. The Agriculture-Forestry 
Ministry is one of the most power¬ 
ful posts for political patronage 
inside the gove.rnment. Mr Akagi 
also held a position as Cabinet 
secretary iit the Kishi gOVefrimetrt. 


The main triticiun of'tfie piieiv 
cabinet by the “burwucratic” i 
of tlfo party was that Prime & 
■eter fl^da had not been out^i 
enou^. 1 think it is likely 
the new cabinet will tend to tal 
stronger line than the previous 
even to tbe extent o£ carrying 
policies against the wishes- of 
“man in the street”. One of' 
most ticklish of these profalen 
that of normalisation of itdai 
between Japan and South Ki 
At present there is no official d 
matic repiesentaiion, but it is 
ly that there will be increi 
trade and aid relations between 
two countries in the future. A 
months ago, the Japanese gbi 
inent encouraged a semi-goi 
ment agency to give a large qua 
of surplus gram to the South Kb 
■government. For one living in J« 
it Is undisputable that the ties 
tween Japan and South K 
should be much closet as each 
assist the other. But there i^ 
no doubt that there are very st 
left-wing elements in both J 
and Korea which are likel 
cause difficulties by whippini 
tna.s.H feelings on both sides. 

Another issue on which m 
feelings are usually amused ii 
price farmers should be pait 
their rice. This has now 
raised by over Y 1,(K)0 per 
kilograms. The price is w 
regarded as too high, but nwe 
because so many of the LI 
Democrats derive their poll 
support from the rural a 
The more difficult question hai 
to be resolved which is fixin( 
price at which rice is to be «o 
towns-people At present there 
big difference between the two f 
necessitating heavy Government 
sidles. Here again Prime Mi 
Ikeda has in a sense given , 
political pressure instead of de 
with the problem rationally, 
known that the price of rice 
Government had recommendet; 
much below that advocated b 
Liberal Democratic Party, 

Altogether one can expect a 
movement to the right durini 
comiiig year, growing bad reli 
between the Socialists and 
Liberal Democratic Party and 
biitspokentiess from the n 
members. 


CngM View 


' t * 

Who Leads the GO I? 

Romesli Tliapar 


QUAIOSER and curioaer beconiM 
the fituation in th« Coital. 
Naturally, for the moment, all con- 
vcraation converges on the reported 
mobiliution of the Chinese armies 
in Tibet — a fact which is challeng¬ 
ed by supposedly well-informed 
western obwrvers and rejected out¬ 
right by Peking, but which is power¬ 
fully asserted the G 0 I. In* 
deeu, these mobilisations have been 
BO frequently reported over the past 
few months that even in official 
circles there is a tendency to adopt 
a wait-and-see, non-commhal atti¬ 
tude about what is impending along 
the Himalayan border. Only the 
stock markets respond, with ‘pro¬ 
minent operators’ always managing 
to unload holdings just before these 
reported mobilisations are an¬ 
nounced ! 

It must be admitted that on this 
oqoasion officials have acted on a 
rather elaborate scale. Top Cabi¬ 
net Ministers have returned to 
Delhi. The Army Chief was also 
summoned from his foreign tour. 
The representatives of the non-align¬ 
ed nations were called for a brief¬ 
ing. And our ambassadors abroad 
were requested to keep foreign 
offices around the world posted with 
the latest facts. Now, if nothing 
happens, we are going to appear 
thoroughly ill-informed and seem¬ 
ingly incapable of understanding 
what goes on along the Himalayas. 

CUim’s MoUvatJons 

Basically, the trouble is that the 

S ntlemen who interpret the deve- 
,iments along our borders do not 
make any sustained or probing study 
of the motivations of a power like 
China. In their limited diplomattc 
vocabulary, a mobilisation some¬ 
where in Ladakh or in the North- 
East inevitably suggests an invasion. 
Vo attempt is made by them to lo- 
»te possible limited objectives 
wJiidh the Chinese may be pursu- 
ng. Several Iheoriqs are current, 
ndudling the explanation that the 
mobilisirtions’ are an attempt to 
nalce die army in Tibet self*suffi* 
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cient and no longer dependent on 
a H,000-mile communication link 
with China. Another interestii^ 
theory suggested to roe recently is 
that Peking intends to make India 
talk of ‘imminent invasion’ over 
and over again until the world is 
so sickened by this performance 
that it begins to accept the Maoist 
charge that Nehru is an adventurei 
who assumes certain postures m 
order to ‘.squeeze’ aid out of the 
West 

Alrtually, this is precisely the 
irnpresHion that is beginning to lake 
shape. Foreign diplomats m the 
Capital now joke among themselves 
about the similarities of invasion- 
forecasting and weather-forecasting. 
The joint air exercises and the 
V 0 A deal are described as mark¬ 
ing the beginning of ‘aligned non- 
alignment’. Only the representa¬ 
tives of the Afro-Asian group are 
perturbed because they feel that a 
fnend is making an unnecessary 
mess of his case and losing out to 
an unscrupulous enemy. In their 
own way these elements have tried 
to help India realise that there is a 
possibility of China, mobilised and 
all, accepting the Colombo propo¬ 
sals, and that Delhi should move 
diplomatically with this po.ssibility 
in mind. But nobody in a position 
to influence polic 7 has responded. 

Role of Bureaucrary 

Of course, there is a .small and 
coherent (group which firmly beli¬ 
eves that Peking will launch another 
limited attack to topple the Nehru 
government, to baptise India’s com¬ 
mitment to the West and to drive 
another nail into the coffin of the 
communist co-exiators. It is an 
attitude now reinforced by the 
theory that the Sino-Soviet split 
will encourage Peking’s adventu- 
'rism. While this group stands on 
the outer fringes of poHcy-making, 
it has apparently made a sizeable 
impact on the bureaucrats who 
handle our foregn policy. For, 
what other reason could there he 
for these repetitious reports about 


an ‘imminent invasion’ along the 
Himalayan border? This extra¬ 
ordinary state of aifairs needs study 
and investigation, to say the least. 

That the Prime Minister is a party 
to this rather inept diplomacy no 
longer surprises. He is too over¬ 
whelmed with routine decisions and 
the business of ‘meeting-the-people’ 
that he has little time for anything 
else The VGA experience has 
made it clear that it is possible for 
a. small and determined group of 
policy-wreckers to push in secrecy 
the most disastrous of schemes 
through governmental procedures 
and to obtain the assent of an over¬ 
worked and exhausted leadership by 
twisting the real objectives of these 
foreign sponsored projects. The 
VGA agreement, in fact, caused 
the greatest surprise in the U S State 
Department — and rightly so, for 
while it broke the back of our non- 
a%nment policies, it had the ‘okay’ 
of the Prime Minister. Similarly, the 
joint air exercises The way in 
which they have been elaborated 
suggests that there is little point in 
having them at all. But who will 
say so? 

A New Morarji 

Cerainly not the Prime Minister. 
He feels the absence of trustecF poli¬ 
tical colleagues and is now too easily 
swayed by those bureaucrats who 
can fill his ears with their ‘research’. 
He does not have political assistants 
who can sift the material. Certainly 
not the Defence Minister. For seve¬ 
ral months now, he has been un¬ 
happy and frustrated. Too much 
interference. Too little over-all 
direction. He would much rather 
he back in Bombay — possibly In 
November when the Union Cabinet 
will be re-shaped depending on 
whether the deputy leadership is to 
jiass to l.al Bahadur Shastri or 
Morarji Desai. Both now seek the 
shadow of Nehru, the latter sur¬ 
prisingly f^pough, with a bold 
Nehruist line. Until the decision 
on the deputy leadership is taken, 



we will continue to wait for the 
clariiication of policieis and per¬ 
spectives. 

At the moment, the betting in 
alert political circles is 60 ; 40 in 
favour of Lai Bahadur Shaatn. He 
IS non-controversial, retiring, cau¬ 
tious, able to meander through the 
(actions which riddle the party in 
power, an image which might pre¬ 
serve the amorphousness of the 
ruling Congress Party. But^ a new 
Morarji Desai looks like emerging, 
politically flexible, receptive to 
fresh ideas, less dogmatic, seem¬ 
ingly anxious to press forward with 
the policies associated with the 
Nehru era. The post-budget reac¬ 
tions are believed to have streng¬ 
thened his resolve to plan for a 
society which can lesolve the con¬ 
tradictions between defence and 
development. Many political sur¬ 
prises are in the ofTing. 

Even as large sections of the 
newspaper-reading public look 
around for a leadership which 
makes sensi- in the changed condi¬ 
tions of today, and the speculation 
on (Chinese intentions glows, Delhi 
will soon yawn back to life with 
I’arl lament re-coiiveniiig. Eveiy- 
ihirig IS conspiring to make Aueusl 
a rather tempestuous month. The 
V 0 A deal will be under heavy 
attack. Advance radar crews will 
he reaching India to spaik beginn¬ 
ing of the joint exeiiisps The Com¬ 
munist Party will he oiganising the 
protest march against rising prices 
and taxes to Delhi. Other opposi 
tion gioup^ will be demonslrating, 
boycotting or launching stiikes. And 
the Chinese will be massing in 
strength along the hoidei. The 
Pakistanis, too. m collusion oi other¬ 
wise — that IS, if the a^'sumptions 
of the Ministry of External Affans 
are correct. 

Fundamental Ailments 

Tn addition, MPs are likely to 
he terribly upset by the oflicial an¬ 
nouncement from Washington that 
there will be no decision on the 
Bokaro Steel Plant this year. This 
massive project, vitiated by too 
much publicity and the activities of 
an Indian private seetdr lobby in 
the USA, will probably never be 
launched Next year, the US pre¬ 
sidential elections will again force 
a postponement of a decision And 
Indian planning, capable of all 
kinds of dilly-dallying, will have 


to face the brutal faa that k can¬ 
not do witliout the steel which Bok- 
aro was to make available — parti¬ 
cularly now, when the demand is 
mounting from both the defence 
and develc^ment sectors. These 
facts, together with the report that 
a World Bank study of th« Third 
Five Year Plan is most critical: of 
our efforts, should inject further 
excitement into the Parliamentary 
proceedings. , 

In whichever direction one turns, 
there is the same story of ad hoc 
decisions, often conflicting, no 
clear-cut idea as to objectives, and 
policy-making through hunches or 
momentary impressions which can 
be as varied as the policies enunci¬ 
ated. The disease which afflicts us 
IS not spread hy this or that leader. 
It seems that we have got used to 
a way of work which feeds confu- 

4 Calcutta Diary 

A Genius and 

^HE (kivernment of West Bengal 
lately displayed its concein 
over the State's film industry. 
Mother India's pride — and sorrow. 
A Film Inquiry Oimmitlee has been 
m existence foi some lime: and 
Mr Justice K C Sen rejiortedly ex- 
iiects to submit his report “soon" 
Meanwhile the Uovernment has 
decided to underwrite creditworthy 
whatever that mean.s. film prndiner.s’ 
efforts, which will enable ibeni 1o 
pet loans fiom the Film Fi'Miice 
('orporation After its biilliaiit 
success m the deen sea fish me lousi¬ 
ness. whicli Is to be wound no -^lor- 
tlv after sinkmp lakhs of rupees 
from public *inids the Cmvei nment's 
ventiiie into the film industry will 
he watched with more anxietv than 
hope What is not in doubt is that 
the industry’s SO.OOO emnlovees 
face uncertainties out of all pro¬ 
portion to Its inieinalional prestige, 
that the market for Bericali films is 
■-hrink'ne iroi only outside West 
Benpal hut in the State itself that 
somebody ought to do something 
about it all 

The Government has in fact been 
in the film business for some time: 
and that is what worries fiiends 
the einema. Apart from piodiH-ing 
a number of documentaries, mostly 
indifferent, the Government was in 
some ways associated with Satyaiit 
Ray’s “Pathei Pancdiali”; it is the 


sion. Only a drastic cmeihaul of ' 
the system, and the outlawing «rf 
many supposedly ‘respectable’ nos 
tions inherited from the British 
Raj, can free us from the grip of 
a self-imposed paralysis. Perhaps, 
Parliament would do well to reser¬ 
ve a few days to debate these funda¬ 
mental ailments. 

However, if we continue to shy 
away from fundamentals and lose 
ourselves in the superficial play of 
personalities in poliric.s we will per-** 
sist 111 the intolerable habit of spea¬ 
king in many voices and in subtle¬ 
ties which only we can understand. 
And that old question will continue 
to form in ail its harshness : Who 
leads the G O 1 ? A shattering ques¬ 
tion for a nation which claims to 
be prepai ing for the ‘ take-off ’. Even 
more shattering is our inability to 
answer if. 


A Government 

profits from this film, a classic, 
which went into financing the Film 
Finance Corporation And thereby 
hangs a tale, which docs little 
ciedit to anyone except Satyajit 
Kay who, significantly, has not 
made a second film with help from 
the Government of West Ben^kl,. 
despite overtures from Writers' 
Building. How did the original 
association lome about? 

The Go-Between 

The late Dr B C Roy was justly 
renowned for his many qualities. 
Love of the arts, however, was not 
one of them; he did not mind say¬ 
ing what a Philistine he was. (U 
still breaks a great Bengali nove¬ 
list's heart that Dr Roy never got 
his name right.) The stoiy, mother 
ed perhaps by only a little malice, 
is that when Satyajit Kay was 
stuck with his unfinished him and 
could boirow no more from any 
quarlpi, someone related to Ray 
approached Koy. The latter would 
not hear of any such nonsense as 
his Government financing an arty- 
crafty film hy an unknown irank 
crazy enough to chuck a good job 
as a commercial artist to stake hifi 
all on a film that did not even pie- 
tend to he popular. Pleading cqp-.,i 
tinued, for the woman concerned is 
nothing if not persistent She knew 
hei Dr Roy. When every othei 
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|| a^nwnt liac] failed to make the 
ali^tesl impresgion on the Chief 
Miniater »he Mtd Itow )*aH it would 
be if a gifted Brahmo young man 
failed to hniah hie him for want of 
funds; and this when the gteat Di 
Roy himeeJf wa# the Chief Mini¬ 
ster. 

The greatness. Roy’s, is suid to 
have broken the ice; ii melted into 
TOom-y at the mention of the magic 
word '‘Brahmo". Allowing for 
exaggeration, it tfeenis ijuitc jkissi- 
hie that the iilm might nut iiuve 
lieen made at ail if the afoirmen 
tinned arguments had not imanged 
(hemsclwH as ielated The film 
unmade, .Satyajit Ray might .still 
have heen an unknown genius, the 
Indian film indiistiy might .still have 
been known abroad by "Aan’' and 
“Awara”; P .S Malhiii, the Direitoi 
of Puhlieity, miglit still liave heen 
without the Pie.sideritV medal; tlieie 
might have heen no Film Kiiiaiiee 
Corjioralion at all 

Kre It Ends 

This, how'ewi. not the end <d 
the story of •‘Pjitiiei f’.inrhuli” 
When the film h.id been (ompleled, 
it was rejmrled to l)i Rot lluit the 
end-piodiicl was depieasing in the 
exlieme and that its exhihition 
abroad would gite foieigtieis a 
dim view of the luave new Indni 
created In !\elnu. Roy & (-o siiiie 
independence in 1947. Publicity 
expert Mathui wus not lacking in 
ideas; it was Ills serioiis suggestion, 
noted 111 (lies at fonsulerable length, 
that the film lould be leleased only 
if two reels of one of his own eiea- 


tiona on community development 
were tagged at the end to convey 
the imjiression that, although rural 
life in Bibhuti Bandyopadhyays 
lime hail been miserable enough, 
It was all very different now a^ter 
years of Dr Roy. It may not be 
true that Satyajit Ray seriously con¬ 
templated suicide. The him was 
saved only after very high-level In¬ 
tel verition To such fortuitous rn- 
(iinistanies lioes the world owe its 
masterpieces 

It j- this same (ioveinmeni which 
IS now (oniing to the aid of West 
Bengal's dving film industiy Since 
moiiev IS alioiil the only thing it 
mu\ lie able to csiiitiibute to the 
making of (ilitis. It IS being sug¬ 
gested that money is all the industry 
needs foi survival No film is 
m.id' »itlioiil money, no pood him 
Is e\ei made only with money It 
needs to be made quite < lear that 
Satvajil Bav is totally iiniepiesen- 
tative of Bengal’s film niakeis, that 
Ills is a |<>rii’ genius, that his .siit- 
(< ss lias slilfled a whole lot of light 
weights whose ambitions hear no 
I elation to tlieii talents 

What to Do 

What. then, is the fKivernmeiit of 
West Bengal going to do ? If it 
wants Its money hack, it will havi 
to hack “popular" films, which will 
be Bengali only in tbeii dialogue. 
When the f'.overnnient speaks of 
limited opfiortuiiities of i-xliibilion 
foi Bengali (ilnis. n does not fare 
lip to the unpleasant tuith that the 
taste of Bengali him-goeis has heen 
so debased that they have to he 


coaxed or 

films; left >to thcMdvm WOuhj 
rather see the eh^aicak' 

made in Bombay ittid Madra- 
Hence exhibitors prefer Hindi ft I no 
to Bengali. It is essier to maki 
more houses than to padc them with 
paying audiences. A people get iJu 
him industry it deserves; to seek .t 
solution of the Bengali film industt\'~ 
tioubles without a closer look at the 
state of Bengali taste in enteitum 
menl is to court disappointment. 

Ia>»8 of Character 

Then there is the suggestion ol 
diihhing Bengali films into olhn 
languages As if it were oiilv. oi 
even mainly, a question of language' 
It had better be understood that the 
Bengali film and the Hindi film aie 
made hv and for two very disparale 
classes of |jeople. Like Bengali 
lileruluie. the Bengali film’s jito 
diicei as well as consumer is the 
middle class, a class flourishing 
only in numbers and declining ii. 
all else The Hindi film is inadi 
for a vast proletariat, daily geltiiitr 
vaster, viilgaier and richer Jt is 
altogether an illusion that one can 
meet the othei’s demands without a 
complete Irnnsfoirnation of the 
essential character of one or the 
other. There is no evidence that 
the (iovernmenl of West Bengal has 
the fainle.sl clue of what it is up to 
— except, of course, wasting public 
money foi an undefined and un 
attainable purpose Anothei deep 
sea fishing |iio}ett, in fart. 

— Flibbertigibbet 


Freedom it in ptril, 
defend it with all your might 
_ JAWAHARUl NEHRU 

INCREASE 
PRODUCTION 

Production for India today 
it like tife-giving blood for 
the body The more you 
produce m farm* and fac- 
torict, the more you add 
to tha tcrangth of 
country. 



STRENGTHEN DEFENCE 
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^|MIE ur^wt fiwwi for wdical re¬ 
thinking on the allied problems 
«r aid, traide and international liqui¬ 
dity, have been brought into promi¬ 
nence once a^in by the recent 
moves of President Kennedy tp deal 
with the MTOiatent balance of pay- 
rm iits problem of the U S. The Ken- 
nt'fly adnunistration inherited the 
deheit from the Eisenhower admi- 
Tll^1ration, but until recently, has 
been unwilling to take more than 
stop-gap action to deal with the pro¬ 
blem. There is a growing realisa¬ 
tion that these piecemeal measures 
will no longer work. Hitherto, the 
r S has persuaded foreign Govern¬ 
ments and Central Banks, to hold 
dollars which they would prefer to 
(onvert into gold and has built up 
a system of temporary swap arrange, 
ments in order to defend the dollar. 
European bankers, however, are be¬ 
ginning to look upon these arrange¬ 
ments with suspicion, m view of 
the persistence of the U S balance 
of payments deficit The willingness 
of Continental countries to go on 
adding to their dollar stockpile has 
weakened. It is perfectly true that 
there are a number of measures 
which the US could take to deal 
with this problem, as. for example, 
in( rea.sing the price of gold, but 
this the administration will not even 
(oiisider RediuHons could, of course, 
be made m U .S defence and econo¬ 
mic aid, but since much of thw is 
tied to American exports, the not 
effeit on the balance of payments 
would not be very helpful, 

Turnitiff Point 

The new departures made by the 
Administration include the $ 500 m 
standby arrangement with the Inter¬ 
national Monetary Fund This is the 
first time since the present inter¬ 
national monetary structure was 
created at Bretton Wood.s, that the 
U S has entered into a standby ar¬ 
rangement with the IMF which 
would enable it to draw up to 
$500m (£ 180 m) in the 12 months 
from July 22. Tbis is a sign of the 
changing pattern of the monetary 
world. 

The decision of the U S to ask 
the IMF for help to stem the out- 
-8ow of gold is a major turning- 
point in intematitmal monetary 


on Internatioiial liquidity 
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affairs. It marks the end of the 
post-war domiiuRce of the dollar, 
or rather it confirms a state of affairs 
that has been generally tecogniaed 
for the past two or three years, the 
significance of the move is greater 
than the amount involved. The IMF 
has loo many dollars and too little 
of other currencies, to accept dollars 
m repayment of Joans. A debtor 
country will now be able to buy 
other convertible currencies from 
the U S for dollars and avoid strain¬ 
ing American gold reserves. But the 
really significant lesult of this deve¬ 
lopment IS that It will make appli- 
cation.^ fot standby aitangemenls to 
the 1 M F far more automatic and 
frequent than they have tended to 
be 60 far, it could be the first step 
towards making the use, of Fund 
resources a technical arrangcmeni, 
rather than a crisis operation. 

It IS also, as President Kennedy 
promised, a prelude to a proper 
examination of the whole interna¬ 
tional monetary system. The way 
now seems clear for an exploratory 
discussion of the problems at this 
year’s IMF meeting in Washing¬ 
ton at the end of September. 

Wilson’s PropiMals 

There is, however, no evidence 
that the U .S administration may at 
last be willing to discuss plans to 
inorcase international liquidity by 
agreeing to changc.s in international 
financial arrangements. Perhaps at 
the next meeting of the Internation¬ 
al Monetary Fund in September, a 
more positive attitude will be taken 
by America on the many .scheme.-. 
which have been put forward in the 
past to deal with the obviously in¬ 
adequate gold exchange standard. 

Schemes for improving world 
liquidity are legion; to name but a 
few: the Trillin plan, the Bernstein 
plan, the stamp plan, the Maudhng 
plan or the Roosa plan. 

During his visit to Washinetpn in 
May, Mr Harold Wilson al^'put 
forward a proposal for reforming 
the International Monetary Fund so 
as to increase world liquidity His 
proposal aims at a reformed Inter¬ 
national Monetary Fund with full 
central banking powers and the 
capacity to create additional liquid 


(reserves. TlWs will be achieved iiy > 
giviiig the I M F full powera to issue 
certificates “in terms of gold awi 
equivalent to gold^’ to coontries 
with payments difficulties, and 
employed resources. He suggested 
that the IMF should assign £ 2001)9 
to £ SOO m of these certificates »t);, 
nually to a new international invest¬ 
ment fund, to link the needs of the 
under-developed countries with the 
unemployed resources of the indus¬ 
trial nations. 

Inherent Contradiction 

There is no doubt that interna¬ 
tional trade will never increase as 
rapidly as it should, as long as the 
monetary system remains what it is. 
While speedy and effective action to 
increase international trade is be¬ 
ing endorsed through GATT and 
suggestions arc made to remove and 
reiluce tariffs, quantitative restric¬ 
tions and other barriers, it is ironic 
that the more successful these efforts 
are, the quicker the international 
trading system ib liable to be faced 
with a shortage of liquidity. 

Because of the continuing obses¬ 
sion with gold, the growth of world 
liquidity tends to be limited by the 
growth in free gold supply, regard- 
Iprs of the needs of expanding world 
trade. The present gold exchange 
standai'd system is .self-contradictory 
and must soonei or later end in 
crisis. It has been rightly said that 
the gold exchange standard “has a 
built-in dispquilibriating mechanism 
which tends to act against the 
balance of payments equilibrium of 
key currency countries”. He points 
out that the American deficits of 
recent ye,ars have maintained the 
world monetary system in a condi¬ 
tion of liquidity, while sapping, at 
the same time, the foundations of 
confidence in the dollar. Examina¬ 
tion of the IJ S and Biitisli econo¬ 
mies shows that what is wirong 
about the “key currency system” is 
not any weakness of the key cur¬ 
rency oountnes; the fault lies in 
the mechanics of the existing inter¬ 
national monetary system. 

As The Economist points out, 
under the present international 
monetary system, if the United 
States manages to wipe out its defi- 
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cil in international balance of pay¬ 
ments, which IS at present running 
at a rate between $ .'i,00() m and 
$ .'i,500 m a year, this means that 
the balance of payments of the rest 
of the world wcmlil then necessarily 
have to deteriorate hy an exactly 
equal amount. This deterioration 
would have to be in the combined 
payments [Kisition of Britain, \^est- 
ern Kurojie, (.ariada, Australia and 
Japan, In ordei to iivonl this, ob¬ 
viously another $ f.OOO m or 
$ ^..^OO m a year of new mteination¬ 
al liquidity .should be created The 
best and also mosi idealistic method 
would he to esiuhlish a new iiiter- 
nalional central bank which would 
create $ ,'i,(){X) ni to $ m a year 

of new defiosili, with itsidf whtch it 
(ould put to the credit of under¬ 
developed countries; when they 
spend tlie'e newly-created funds the 
export earnings of whichever deve¬ 
loped countries provides goods more 
competitively cm the market will go 
ui>. 

II S Still (luulioiiM 

At a meeting of the Euiopeaii 
League for Lcoiioiiik Cai-opcration 
in Biussels in June, Sii Roy Hunod 
put foiward a plan of his own foi 
eiiabiiiig the II K and liie US to 
lowet then itileinal iiiteiesl rates 
without fating a dangeious oulHow 
of foreign-lield capital. Me pointed 
out that the payments problems arise 
from the high level of balances of 
the two icsetvc (iiriciuies, the 
dollar and sterling, held ont.'-ide 
their oven countries The ratio of 
the foieign balance of these I'eserve 
currencies to the gold reserves of 
the U S and Britain has caused 
imidi anxiety The UK has been 
dogged by these anxieties ever 
since the end of the wai. and in the 
last few yeaih they have spread to 
the US. 

' It is no secret in Wa.shington 
that the Secretary of the Treasuiy, 
Mr Dillon, has been reluctant to 
attack the long langi- problem of 
liquidity unld the U S can enter 
such Tiegotmtioiis with its balance 
of payments position secure. But 
there ate influential ec<moniic ad¬ 
visers who question whether Mr 
Dillon's rantious approach can 
work. And their questioning has 
Rdcon on more force with the worsen- 
in|t of the payments deficit. The 
PiWident said, during his tiip to 

ms 


Europe, tliat “the great free nations 
of the world must take control of 
our iiioiielaiy problems, if theee 
problems are not to take control 
of u-s". 

In this connec'tion, a special en¬ 
quiry into the U S balance of pay¬ 
ments outlook, conducted hy ihe 
Biuokmgs Institution at the request 
of the Administration, is particular¬ 
ly iiiteiesting The main tecomnien- 
dation of this report is a strong 
plea to the Kennedy Admini.stration 
to pi ess immediately for an agree¬ 
ment to htrengthcii world liquidity 
and to cicate new institutional ar¬ 
rangements foi financing deficits m 
international payments The study 
takes an optimistic view of the pay- 
mcnlh outlook, believing that the 
“basic deficit” (excluding short¬ 
term capital (lows) will he elimina¬ 
ted oi possibly conveited into a 
sui|iliis hy J96B. But It warns that 
a sill pills, even if attainable, will 
not re.sloie the dollar’s formei jire- 
.sligc. free the U .S fiom undesirable 
constraints, nor provide foi llie 
iieces.sary expansion of world nionc- 
taiy leveivps It is clcai, therefoie. 
th.it the pivscml problem is not pri 
manly a balance of payments 
Idem More fniidami'iitully, the 
problem IS the uiadeqiiac y of llie 
Intel national liquidity in udation to 
the world'.s requirements The He- 
|ioil refers to “the basic inadequa- 
ey” of the world motielaiy mec liu- 
nistn which obliges dehc it countries 
to aclncvc- eqnihbrnim only by 
sutrificing economic giowtii and 
othei vital olijectives. The dilemma 
c.in oidy be overcome by cievisuig 
new means of iiurc-asing world re- 
aeives Since 1950 nujst of the 
increase has taken the form of 
liquid dcdlai claims, but this can” 
no longer he relied upon, since 
neither the U S nor any other coun¬ 
try willing to allow its currency to 
he Used as international rescises, 
can he coiihdent that the holders 
will keep their resc*rves m the form 
of this currency over a long period 
Aftei noting the increasing leluc- 
tance of Western Europe to con- 
timie propping up the pirsent dollar 
exchange standard the study pro- 
po.ses arrangements that would 
permit the liquid claims of surplus 
countries and the liquid liabilities 
of the deficit countries to be deno¬ 
minated in an international unit of 
acc'ounf, either with the I M F or 


with a new intenmtional payments 
union associated with it. This 
would involve curtailing the rok 
of the dollar as a reserve currency. 

Common Market View 

If this could not be agreed upon, 
an alternative suggested by the 
report is a dollor-sterling bloc 
(consisting of the U S, the IJ K, 
and countries economically aligned 
to them, including Scandinavia, 
Latin .America and much of Asia 
and tile Middle F^ast) and an E £ L 
bloc (consisting of the EEC and 
associated countries). This pro¬ 
posal envisages relatively fixed 
rates within each bloc and flexible 
rate.s between them. Such a system 
would eliminate the deflationary 
bias inherent m fixed rates with 
inadequate liquidity 

Tliere are now signs that the LJ S 
Tieasury, which has opposed change, 
IS gradually ctoming round to a 
more liberal view. Flven Mr Roosa 
was quoted as acknowledging that 
a monetary system based solely on 
the dollar was becoming lopsided 
Although the Americans are still 
maintaining that long-range ic- 
form of the international monetary 
system is not the solution to their 
pivseni dlHii ulties, President Kennedy 
iias at least said that he will con¬ 
tinue to discuss such plans with 
other countries Thi-s is a clear 
indication that there has been a 
change of heart about reforming 
the present international monetary 
system While repeating that there 
will be no change in the gold price, 
and stiessing that “careful joint de¬ 
liberation” IS necessary President 
Kennedy has said that the U S 
intends to discuss possible improve¬ 
ments in the system. The mam 
dilficuhies will come from the Con¬ 
tinental countries; the prevailing 
Comnion Market view is that there 
IS nothing wrong with the inter¬ 
national liquidity system that could 
not be cured by a decision on the 
part of the U S and the U K, tlie 
principal deficit-prone countries, to 
mend their ways Judging by his 
initial statements, this is a view 
that seems to he shared by the new 
managing director of the Inter¬ 
national Monetary Fund. 






Latter from South ^ 


Nehru in Andhra 


j^EHRirS visit to Andhra has seen 
the emergence of a new theme 
in his political pronouncements. 
Since the emergency he had been 
emphasising demnce of the national 
policies of non-alignment against 
vociferous critics of the Ri^it Hiis 
he continues to do, but spiced with 
fecial pleading for the consistency 
of the joint air exercises with non- 
alignment. Such defence of non- 
alignment will find few opponents 
on the Right — Rajaji, after all, 
has said that handing over of our 
entire defence to the West is quite 
compatible with non-alignment. 

The Prime Minister has reiterat¬ 
ed the continuing danger from 
China. He has also talked of the 
menace from Pakistan but in a 
more subdued key. It is almost as 
if Pakistan is a threat only via 
China. One wonders whether this 
weighing of menace is either quite 
accurate or whether its subtlety 
made much sense to the enormous 
crowds which greeted him where- 
ever he went. 

The new theme, however, which 
he took up in every one of his 
speeches here, was the danger from 
mass agitation. He named no 
names and used the general um¬ 
brella-term of opposition but the 
specific reference to signatures and 
marches indicated clearly enough 
that it was the Community Party 
and other Left parties’ campaigns 
that he had in mind. 

There was quite a touch of banter 
in his approach. He said that the 
opposition parties consisted of men 
with no oourlaga, lacking' the sta¬ 
mina to persuade people to accept 
sacrifices. They were keen tm 
tamaahas, on making a noise, he 
said. 

Congress Tamashas 

The less said about tamashas the 
better. Even his presence in Hyde- 
(rabad and the nuclear test-ban 
treaty could not steal the headlines 
in the southern press from the Con¬ 
gress circus in Uttar , Pradesh. 
Nearer was another fun fair in the 
probe demand by the organisational 
wing of the 'Congress against 

the Chief Minister and one of his 
colleagues. And right in Hydera¬ 


bad, press correspondents noted 
with appropriate cynicism the nuh 
of Congress notables at Begumpet 
airport when Lai Bahadur Shastri 
arrived — for Congress organisa¬ 
tional elections and the appoint¬ 
ment of return! r|g officers are 
round the corner. 

It was noticeable to the pc^t of 
embarrassment — especially at the 
very large public rally in Hydera¬ 
bad — that the audience just would 
not allow local Congress dignitaries 
to address Aem, even when they 
were exhausting the stock of super- 
.latives in Telugu to praise the 
Prime Minister. It was Nehru 
alone they wanted to see and hear, 
even though he spoke in Hindustani 
and in a fatigued voice without even 
the occasional flash of fire that 
normally comes and lives in the 
mass memory. 

The Image Persists 

Apart from the theme of “no 
agitation till India is free from 
peril” — when will that day come? 
— what was new was the lack of 
argument. The sponsors of the 
signature campaign and the pro¬ 
posed march to Delhi have very 
clearly laid down alternative me¬ 
thods of raising resources — natio¬ 
nalisation of banks, oil and the 
export-import trade. Morarji and 
a few others have at least had the 
courage to reject such measures. 
The silence of the Prime Minister 
was discreet but unexpected. 

He certainly can feel the pulse of 
the people — hence the new theme. 
Very many, perhaps, a majority, 
of those who sat and looked at him 
had already signed the petition of 
the “ agitators ” or would 'sooi do 
so. They could not find the contra¬ 
diction between their adoration and 
their action. But the Prime 
Minister obviously could. 

Amorphousness, to borrow a 
term from Roraesh Thapar’s article 
in the latest Special Number, can 
Survive a further shift to the Right 
but not the mass pressure for radi¬ 
cal democratic policy and institu¬ 
tional changes. India may be a 
mixed country but to the vast mas¬ 
ses who riirtuig wherever be goes, 
Nehru is not a symbol of this mix' 


ture. He remains a syinbo 
radicalism and, whatever he 
say, his presence always m 
alive the strong radical orients 
of the Indian national moven 
Hence, the Ri^t always hopes 
the Nehru magic or era is over 

Meeting the people sind hopin 
stave off agitations was not, 1 
ever, the only reason for the fs 
long stay at Rashtrapati Nilay 
There was an evident desire to 
away from the pressures of D 
and to think out some sort of s 
tions for the problems of po 
and administration. The sud 
air dash by Kamraj and Subra 
niam was made, it is widely 
ported, on the Prime MinisI 
request. 

There is strong speculation 
Kamraj would lead the way 
leaving Ministership and going < 
to organisational work. And, ( 
pite talk of recent personal frict 
in that case Subramaniam mi 
take over as Chief Minister 
Madras. This would give yet anol 
chance to Nehru to do a Cabi 
reshuffle, even if other Ministers 
not follow Kamraj’s example. I 
also said that the strong man fi 
Madras came to make a powei 
plea for the scrapping of the G 
pulsory Deposit Scheme, or at li 
for exempting the agricultur 
from its coverage. 

Ministers in HumUer Posts 

The idea of voluntary return 
powerful Ministers to humbler oi 
nisational posts has caught 
imagination of quite a few seasoi 
political commentators and sc 
journals and papers, rightly ref 
ed for their leftism, have seen 
it a possible way out of the pres 
impasse of wrangles, paralysis t 
erosion of popular faith in 
Congress, which, they feel, is s 
committed to non-alignment and 
socialist pattern of society. 

It is not to he denied <that 
implementation of this idea may 
the Cmigress a certain amount 
good. A certain activisation of 
organisation and a better mach 
to face feudal loyalties and cc 
munal passions might beco 
possible. Some education of 
rank-and-file Congressman and 
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tKoe active Congress voter in Jthe 
an«lain«itnls of Congress ideology 
sight also result. 

Beyond this nothing else can be 
chieved by this particular panacea. 
Iki Congress is the ruling party 
nd its chief function roust ^ to 
ule. The best talents roust be 
oncentrated on this crucial job, 
nless we are to hand over the reins 
if power to the civil and military 
lureaucrats — and get more Voice 
M America deals! 

Besides, there has never been a 
ack of switches and transfers from 
finisterships to organisational jobs 
.nd vice vena. The Andhra Chief 
Minister’s post and the office of the 
Congress President have been ad- 
trned by Sanjeeva Reddy and 


Sanjeevaii^ without any noticeable 
difference at either end. Atulya 
tGfaosh in West Bengal is more 
powerful t^an P C Sen but this is 
hardly a cause for joy. And Katn- 
raj quite over-shadows whoever is 
the Congress chief in Tamilnad 
without this leading to disaster or 
chaos. 

-ijjmiu of AinorphousneM 
To put thjs idea forward as the 
prescription for India’s ills is td 
avoid the main issue Whether in 
ministerial or in organisational 
offices, the problem is the same—to 
what end is power to be used. We 
arc reaching the limits of what can 
be achieved by the politics of amor¬ 
phousness. nils does not mean 
that the day-after-tMnorrow either 


revolutuMi ot disaster will visit U8< 
It does mean that under the banner 
of this type of politics we can only 
become a second class and a second- 
rate nation. We cannot meaaure 
up either to Our potentialities or to 
the expectations of the world. We 
can creep along in a world tiiat 
leaps ahead. Amorphousness is 
rightly associated with the smell of 
swamps. 

Thus, if this bri^t new idea is 
all that catches Nehru’s imagina¬ 
tion, the immediate future is dim. 
Yet there is hope. The enormous 
pull of the Nehru image, which is 
the pull of radicalism, shows signs 
of taking some form as the push of 
radical mass activity. This, too, 
the Prime Minister might have felt 
while in the South. 


.^ter^^^Jrom^Ameri^ 


The Conservative Challenge 


JARRY GOLDWATER is riding 
high. The Gallup polls and 
grass-roots’ movements boisterously 
ndicate that he is the GOP’s leading 
ontender for the 1964 Presidential 
lomination. Also, the Senator hiin- 
elf is less reticent now than two 
nonths ago about his desiVe for the 
’residency. Goldwater fans think 
hen man is already committed 
o the race and “cannot turn off a 
irairie fire with the twist of a 
vrist”. Goldwater is a reassuring 
lame to many Republicans who, 
lespite a succession of ‘liberal’ 
’residential candidates, have al- 
vays wanted to put up a candi- 
late who would represent the old- 
ine political philosopj^ ^ against 
Jemocratic New Dealisiil and New 
^rentier programmes. 

Republican Nomination 

Aside from the much publicised 
rrass-roots sentiment there are some 
ietached observers who also feel 
that the case for a Kennedy-Gold- 
vater race is a good one. For this 
would pit the twentieth century 
igainst the ninteenth — aS many 
leople would have it — and give 
he country clear-cut polkical al- 
ernatives. Certainly, iol^ long 
ime in the past the country’s 
Presidential contest has been de- 
mid of any real ideologpcal con¬ 


frontation Let, therefore, the 
people at last fight out the issues 
at the polls. 

All this, however, should not im¬ 
ply that the Republican nomination 
for 1964 is going to be an hasy 
matter Already, in the face of the 
Goldwater boom, a slowly expand¬ 
ing list of ‘favourite sons’ has be¬ 
gun to show itself. Evidently, also, 
‘dark horses’ will continue to show 
up, although none will probably be 
able to catch up with the Arizona 
Senator’s chaiisma or national 
popularity. The ‘favourite sons’ 
list — with the wavering spotlight 
falling now on Pennsylvania’s 
Scranton, now on Michigan’s Rom¬ 
ney ■— is a barometer of the Repub¬ 
lican inner party weather. 

The inner party political weather, 
though not quite turbulent at the 
moment, does contain germs of a 
possible storm right before the 
Convention time. There are strong 
pressure groups which may not be 
able to come to terms with each 
other, especially when there is not 
a single ‘liberal’ around who is 
nearly as well known nationally 
as their principal ‘conservative’ ad¬ 
versary. Nixon 18 already out of 
the running and Rockefeller may 
even be deliberately fading from 
the picture. In fact, the Governor 


himself seems to have read his last 
gubernatorial results carefully so 
that his matrimonial plans were the 
result of much more cool-headed 
thinking than most people still he" 
lieve. Rocky, it is said, has al¬ 
ways got what he has wanted. But 
the fact also remains that be has 
always taken care to know which 
moons he could not ask for. 

Opposition to the Conservatives 

The strongest opposition to the 
Conservative line of thinking has 
come from the Eastern wing of the 
party and the big city-states of Ae 
North. Together they provide a 
large share of the Republican elec¬ 
tion money and, accordmgly, wield 
considerable power. They strongly 
differ with the pro-'conservatives’ 
on matters of election strategy 
which, however, betrays an amount 
of Eastern and Northern parochia* 
Ibm. They simply do not want 
to stake their own Senate seats 
and Governorships by backing the 
‘conservative’ creed. To them, the 
re-election of Senators such as 
Keating and Scott seems to be 
more vital than an ideological 
gamble involving uncertain re¬ 
turns. The big city-states’ resis¬ 
tance has been a source of much 
bitterness in past conventions, 
especially in 1952 when the late 
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Ij Senator Taft was let down by the 

, bjwtemeri. 

While, therefore, all thas furore 
over the OoWwater nomination goes 
on, the ‘liberal’ wing wall be JiKely 
to continue weighing their favou¬ 
rite* against each other hoping for 
the emergence of one figure who 
eould , crystallise anti-Ooldwater 
sentiments. If the past pattern 
has to repeat itself, the ‘liberal’ 
thus selected would obviously re¬ 
semble such ‘me-too’ men as 
Dewey, Eisenhower and Nixon. 
For the whole idea of this strategy 
18 to put up a candidate who 
would sell essentially the same 
package of domestic and foreign 
policies as his Democratic opponent 
and thus compete with him tor the 
same big-city votes to win State and 
local elections. 

No Eisenhower in Sight 

Evidently, however, there is not 
another Eisenhower in sight who 
could he called upon by the ‘libe¬ 
rals’ in 1964 to oulcompete 
Kennedy in the same Northern 
market. Neither Rockefeller, nor 
Romney nor Morton seems able to 
do that. On tlie other hand, a 
lot of change has occurred in Dixie 
over the past years. What was 
once the one-party Democratic solid 
South has been showing an un¬ 
mistakably dramatic shift to a 
two-party system. In the 1930's 
and 194i)’s no Hepiibhean Presi¬ 
dential nominee ever got a single 
electoral vote in the South. 
Eisenhower got 57 and 77 voles in 
his two consecutive terms. In 1960, 
however, Nixon got 43 simply be¬ 
cause Texas went against him. As 
far as the Congressional elections 
are concerned, the Republicans have 
raiKd their Southern votes by as 
much as 244 per cent between 1958 
and 1962. Their House seats in 
the South increased from 7 to 12 in 
the last election. The figures for 
Sttite and local elections reveal 
the same trend. It is also clear 
from recent developments in the 
^uth that a ‘conservative’ will 
enjoy solid republican support 
there while a ‘liberal’ might fare 
even worse than Nixon 

It is *bat the Gold water 

strategy fwigine to look impressive. 

If ibost of the 137 electoral votes 
of the twelve Southern states could 






be bought with the high-powered 
•conservative’ gospel, why not sim¬ 
ply write oil tne East and the North 
lor all practical purposes? With a 
solid South benind him. Gold- 
water can hopefully look for at 
least 30 electoral votes in the Moun¬ 
tain States, some 16 in the Pacihc 
States, some 11 in the East, and 
about 106 in the Mid-West (espe¬ 
cially in the farm states). Itiis 
strategy — which completely writes 
olT tht; three populous industrial 
states; New Ifork, Pennsylvania 
and California — should still give 
him the necessary 270 votes needed 
to win. This regional nature of 
his strategy has in fact been under¬ 
lined in Goldwater’s San Francisco 
speech of June 27, 1963, in whicii 
his sole purpose was to vilify the 
‘liberals’ as being “captives of ihe 
Northern big-city machines’’. 

Thus Goldwater’s strategy is 
quite clear and sharp in so far as it 
aims to hunt only where the ducks 
are And not only does the Sena¬ 
tor shine by contrast with the ‘libe¬ 
ral’ favounte sons, he also has a 
substantially larger and suier hunt¬ 
ing arena 

Goldwaler’s Plans 

Does all this imply that the ‘libe¬ 
rals’ will took ujion 1964 as a ra¬ 
ther strange and unfortunate year 
and will normally loosen their <>p- 
po.«ition to Goldwater ? ft is not 
entirely impossible that this wiii 
happen. But then Goldwa'ei him¬ 
self might pull out from the race 
too Two months ago he said : “If 
I am noniinatcd and tlien roundly 
l.eaten by Kennedy, it could be the 
end of the (ionservative movement 
III this country. And J would hr 
through in politics So if I thought 
I’d get my tail whipped badly, I’d 
say the hell with it. But if 1 ran 
a reasonably close race ~ say with¬ 
in a 5 per cent plurality — this 
would be bound to act as a brake 
on the New Frontier philosophy. 
These things have to he weighed, 
and you can’t weigh them accurate¬ 
ly now”. 

In spite of all grass-roots hiilla- 
haldo. Goldwater is probably still 
saying the same thing to himself. 
And this is why, eleven moellis 
prior to the San Fransisco gather¬ 
ing of the Republican delegates, 
Goldwater is active but undeclared. 

If Kennedy looks too sure in 1964 
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—• despite unemplnyiiwiitj 
and Alabama — the Amona Seng- 
tor may choose to puU out and let 
a ‘liberal’ be badly beaten. At tbe 
same time, if “the grass-roots thing” 
IS not phony, tbe chances are that 
during a second Kennedy term 
Dixie will be drinking deeper at the 
racist trough. 

Goldwater will then simply pre¬ 
fer to wait For, other things re¬ 
maining equal, he will be in a 
much more solid position in 1968. 

Limits of RepubUcan Hopes 

While the millionaire Senator 
from Arizona rides a wave of popu¬ 
larity that is as noisy as it is sur¬ 
prising, liberal Republicans are 
desperately trying to avoid drowning 
in Its wake. We are thus treated 
to the sight of a group of politicians 
who could not become aroused at 
the prospect of fighting Jack Ken¬ 
nedy being galvanised into action 
by an impending battle with Barry 
Goldwater. The reasons are clear : 
they are undismayed at the thought 
oJ losing the White House which 
they have occupied for only eight of 
the last 31 years. But the halls of 
the Party itself are their private 
domain and those very halls are 
now threatened. 

Political power in Western de¬ 
mocracy lies as much in the power 
to control nominations as in the 
ability to win elections. Goldwater’s 
nomination will signal, at least for 
the time being, a shift in the iocus 
of power within the Partv_ itself. 
Under the blade of that particular 
sword, liberal Republicans sliculd 
find the necessary motivation to dis¬ 
pel their previous apathy. 

If they don’t, the major partv 
realignment some experts have 
been predicting for years, may 
finally take place. It is fairly cer¬ 
tain that with two large segments 
of the party pursuing a collision 
course, some efforts will be made 
to reach a compromise. A ticket 
split between Goldwater and per¬ 
haps Romney or Governor Scranton 
of Pennsylvania is bound to be 
mentioned. If that should in fact 
happen, and if the big-city Republi¬ 
cans still find it embarrassing to 
support Goldwater, they will have 
to face the obvious question of who 
they prefer, Goldwater or Kennedy. 
Their answers may prove surpriaing- 


Later from Parii 


Good News Is No News 


news, } used to be tcdd by my 
elders and betters, is always 
good news. The reverse, 1 find to 
my chagrin, is also true. Good 
news is no news. At any rate, not 
news pubhsh-worthy. 

I have been, of late, reading a 
great deal about the doings and 
undoings of a bright young" lady 
from Britain by name Christine 
Keeler. The papers, even the more 
serious ones, are full of them. What 
exactly the newspapers hope to 
achieve — apart, of course, from a 
boost in their circulation—I do not 
understand. Lapses in private 
morality are not unknown in France 
and as one Frenchman told me 
there must surely be many Ministers 
all over the world who reading 
about Mr Profumo’s embarrassment 
said to themselves: “There, but 
for the grace of God, go I”. Mini¬ 
sters being no better than other 
ordinary mortals and mortals being 
the same in any age and clime, 
what does it profit a newspaper to 
devote reams of space to the sexual 
prowess of a cheap model? 

Such thoughts have been engag¬ 
ing me as 1 have been covering 
some of the quiet meetings at the 
UNESCO headquarters here in 
Pans. I remember, some time last 
year, querying about the particular¬ 
ly poor atttendance at a press con¬ 
ference held at UNESCO by a 
scientific body. Apart from the 
distinguished body of scientists pre¬ 
sent to an.swer questions and the 
immediate fringe of UNESCO offi¬ 
cials, there were four correspon¬ 
dents, one of whom was, a woman 
correspondent by courtesy, a second 
a correspondent writing for a Viet¬ 
namese paper not interested in 
science and only one another besides 
me, interested in coverage of scien¬ 
tific news TTie Press Officer’s reply 
to my query was simple: she was 
pleased to get at least four corres¬ 
pondents to attend. There were 
occasions when press conferences 
were held without the press being 
present. 

UNESCO, in this sense, is in a 
particularly difficult position of not 
ranking as a news-maker. TTiis 
year UNESCO hit it big — in a 
mild sense — with the stories about 


the Abu Simbel temples in Egypt, 
but it is very unlikely that UNESCO 
will have another break of that kind. 
When UNESCO makes news, it ma¬ 
kes It in a quiet way. .1 

1 have a press release before me, 
for instance, about Mount Agung, 
that awful vqlcano in Bali which 
caused such havoc a few months 
ago. Soon after the volcano sub¬ 
sided, the UNESCO rushed a three- 
man team of experts to Indonesia, 
consisting of one Italian, one Japa¬ 
nese and one from the Soviet Union, 
to inquire into the volcano’s action. 
Their report has now been made 
available. 

Experts’ Study of Volcano 

I do not think any one had heard 
before of Professor B I Pup, a 
Soviet volcanologist from the 
Petropavlovsk (Kamachatka) Insti¬ 
tute of Volcanology or of Dr 
Shigeji Suyehiro, a seismologist from 
the Metereological Research Insti¬ 
tute in Tokyo or of Dr Franco 
Tonani, a geochemist from the 
Institute of Mineralogy at the 
University of Florence. 1 suspect 
they are three very serious men 
who have nothing to do with news¬ 
papers, except when they buy them 
lor their breakfast fare. And yet, 
considering what they have done 
now, their names seem eminently 
worthy of being recorded. 

Their primary job was to study 
the Mount Agung volcano which 
erupted on March 17 and May' 16 
this year, throwing out a volume of 
ash, sand, volcanic bombs and other 
debris estimated at nearly seven 
tenths of a cubic kilometer. It 
blanketed an area stretching 50 
kilometers to the west and north¬ 
west with deposits 30 centimeters 
thick. The volcano struck its 
victims in two phases. First it 
shot up what the volcanologist 
calls “nuees ardentes” (glowing 
clouds) that proved lethal to life' in 
their paths. Then tropical rains 
washed this huge deposit of volca¬ 
nic materials into rivers where they 
turned into mud streams engulfing 
villages to the south and southeast 
of the volcano. 

In its request for assistance, the 
Indonesian Government estimated 
that, after the March 17 eruption, 


1,460 persons wore killed and a 
quarter million were made home¬ 
less. Agriculture was hard hit, 
with 53,700 hectares of paddy 
fields flooded. 

There is, incidentally, something 
significant about March 17. Mount 
Agunjg’s last serious eruptions had 
occurred in 1611 and 1843. Ttr 
the Balmese, the Mount has always 
been a meeting place of Gods who 
are said to Mt there m judgment of 
island’s people every 100 years, 
This year, according to the Bali¬ 
nese, was a year of judgment and 
special ceremonies bad been plann¬ 
ed in expectation of the meetings 
of the (kids. The date foreseen for 
the meeting was March 17! Be 
that as it may, the experts who had 
little time for Gods, have given 
more attention to men. And among 
their recommendations is a sugges¬ 
tion that a permanent volcano- 
logical observatory be established 
in Bali with two or three observa¬ 
tion posts on the volcano’s slopes. 
The experts also suggest that other 
similar observatories be Ht up in 
Indonesia where, according to their 
reckoning, there are 127 active 
volcanoes “which are all ominous, 
threatening and dangerous." 

I suppose no press conference 
was necessary to release the report. 
No one would have attended it, 
anyway. UNESCO earlier had 
arranged a press conference to 
introduce the work of oceanogra¬ 
phers. Good grief! There were 
actually three correspondents pre¬ 
sent and "voting”; there were 
seven international experts to 
answer their questions and it seem¬ 
ed to me that the experts, all busy 
men, with so many important 
things to do, could well have skipp¬ 
ed the press coiiferenoc. 

Actually, the scientists had some 
breath-taking discoveries to anno¬ 
unce about new ocean currents and 
fish-breeding grounds not only of 
academic but also practical inte' 
rest. But who cares? What is a 
scientist in comparison to Miss 
Keeler? 

Poor UNESCO. Last week it had 
another occasion to make news. 
The Governing Board of the Inter¬ 
national Institute for Educational 
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"it JPlajming met here to set the Insti* 
tute alloat. The Institute was crea¬ 
ted as an autonomous body by 
a resolution of the UNESCO Gene¬ 
ral Conference held in Decem¬ 
ber 1962. It IS financed by 
UNESCO, but more important, it is 
getting money ftom, of ail bodies, 
the International hank for Recon¬ 
struction and Development. This 
must be Uie first occasion when a 
banking institution has taken inte¬ 
rest in education. Anybody thought 
anything more about it? Not on 
your life. What is interesting 
about the Institute is that on its 
Governing Board the six non- offi¬ 
cials can out-vote tlie five officials 
and among the non-officials are 
India’s Dr C D Deshmukh and the 
Soviet Union’s Nicolas K Gont- 
charov, who is educational resear¬ 
cher, vice-president of the Academy 
of Pedagogical Science and editor 
of “Soviet Pedagogy”. 

Institute for Educational Planning 

None of this has. to the best of 
my knowledge, interested the press 
80 far in any part of the world 
The Institute itself has fascinating 
possibilities. The chairman of the 
Governing Board is Sir Sidney 
Caine, formerly Vice-Chancellor of 
the University of Malaya and now 
Director of the London School of 
Economics. The director of the 
Institute is Mr Philip H Coombs, 
formerly United States Assistant 
Secretary of State for Education 
and Cultural Affairs. At a press 
conference these gentlemen gave 
(there were six correspondents this 
time, much to everyone’s amaze¬ 
ment) they could not have been 
more excited. The Institute ap¬ 
parently is something entirely new. 
It is not this and it is not that. It 
is not intra-governmental. It is 
not a permament body. It takes 
orders from nobody. It has the 
freest of all freedoms. Dr Coi’mbs 
said it was “an insurance agency 
for people who put their money 
into education”. “Out of the 
millions of dollars being put into 
education over the next one de¬ 
cade, if we gel ] per cent improve- 
inent in yield, it would all be 
worth the effort. Perhaps we can 
get more”, according to Dr Coombs 

The idea, as I saw it, was to 
make the Institute into a sort of 
Study and research centre for policy¬ 
makers whether in national govern- 
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ments or in international organisa- 
tioos. Here at the Institute a policy 
madeer could come for a nine- 
month sabbatical to ask and inform 
himself of methods of educational 
planning, exchange ideas with 
other men similariy in search of 
information, guidance and under¬ 
standing. Here men and women 
could come not only from any one 
particular discipline, but from all 
disciplines. £ku>nomists would rub 
shoulders with educationists, ad¬ 
ministrators, statisticians, plan¬ 
ners. And with what aim? To 
stimulate thinking, to set in mo¬ 
tion new ideas about education, to 
get countries and nations marching 
again. 

In the words of Dr Coombs: 
“Economists, bankers and deve¬ 
lopment planners have become 
more acutely aware that a society 
can achieve sustained economic 
growth and build viable social 
and political institutions only if 
it invests adequately and early, 
in the development of its peo¬ 
ples’ talents. 

“Education’s help ig urgently 
needed to provide the trained and 
educated human resources essen¬ 
tial for economic growth, for 
strengthening local institutions 
and for general social advance¬ 
ment. New .steel mills, dams and 
jet airports can end up simply 
as expensive status symbols un¬ 
less a nation’s human resources 
are developed in balance with 
its physical resources. “For 
these resources to be effective, 
however, educational expansion 
must be carefully planned in re- 
iation to the re.«t of the economy. 
The developing countries must 
design their own educational 
systems to fit both their needs and 
pockethooks. There is a serious 
shortage at present both of ex¬ 
pert knowled^ and of well quali¬ 
fied experts in this new field of 
educational planning. What is 
needed, essentially, is a new 
breed of animal which might be 
called an ‘educational develop¬ 
ment strategist’, able to see a 
whole educational system in 
perspective and its relationships 
to the complex process of econo¬ 
mic and social development”. 

Dr Coombs, added, by way of 
example, that in India, secondary 
education was the poorest link in 



the entire educational aet Upi. 
science education was even more 
wesde. (Incidentally, he thought 
this was true of almost all advanced 
countries as well). In regard .to 
science, one had to run fast in 
order to stand still. How could 
scientific education and secondary 
education be changed in India? 
Or in any other developing country? 
The first task, was to get India’s 
educational planners to get new 
insights into what was possible. 
Dr Coombs who is an American and 
was formerly also a high official of 
the Ford Foundation, was quick to 
state that m the matter of education, 
the Soviet Union had a lot to teach 
to the rest of the world. Of course, 
the Soviet plan for education may 
not be the most suited for India or 
for that matter, say, Nigeria. But 
an Indian planner could here at 
the Institute find a place to dis¬ 
cuss his problems with others. 
That was the rationale behind the 
Institute Dr Coombs said one of 
the problems that presented thems¬ 
elves for study was why enough 
talented men did not take to teach¬ 
ing as a profession If teaching 
could be made to pay by raising 
“productivity of human talent in 
education industry” he said, it was 
possible the lacuna in qualified 
teachers Could be met. It was the 
task of the Inslitiile to study a pro¬ 
blem like this 

Exception lo Parkinson’s Law 

I, for one, believe that this Insti¬ 
tute. of which there has not been 
any mention in the press, or very 
little, will do far more to make the 
world a better place to live in than 
one IS predisposed to thin''- That 
it will enjoy much more freedom 
than a purely UNESCO body there 
vs no dotibt. This is all for the 
good. UNBiSCO-appointed bodies 
tend to be careful in making criti¬ 
cisms of member countries. T dare¬ 
say that no UNESCO official will 
have the courage to say that India s 
secondary education is pretty poor. 
But Dr Coombs said it; all power 
to his elbow. He will have to do 
a lot of elbowing to rnake p^-nle 
think. According to him, ten years 
will suffice to meet the set purposes 
of his Institute. I doubt it. But 
it is nice lo think that this Institute 
is establi^ng itself with the deter¬ 
mination to dis-establish itself in 
ten years time. Parkinson’s Law 
must have its exceptions. Hiia is it. 






llie Oiicago School 

Sajoidni Kumar 

** landniulu in Potilical Econwmf ” t Selected Articlce from The Journal of PoUtleal Economy edited by 
Frofewort Eari J Hamilton, Albert Kees, and Harry G Johnson, The Univ^ntty of Chicago Ptdm, Chicago, 1962, 622 
page*, price | 10.00 (Paperback edition in two volumes f 2.45 each). 


¥T is most gratifying to posrcss in 
one single volume reprints of 
some twenty-four ‘path^breaking’ 
papers published in the seventy 
years of The Journal of Polilual 
Economy, the bi-monthly journal of 
the Department of Economics, Uni¬ 
versity of Chicago. As the editors 
of the book have said in the 
Preface, “the quality and import¬ 
ance of empirical data, origina¬ 
lity and validity of analysis, general 
excellence, impact on professional 
economists or combinations of these 
factors have been paramount crite¬ 
ria in the selection’’. ^ By and large 
It is the work of (now) professors 
at American universities, with the 
single exception of Vilfred Pareto 
of the University of Lausanne. Of 
the twenty-five authors and co-au¬ 
thors represented in this book, 
seventeen have been, at one time or 
the other of their career, with the 
University of Chicago. Worthy of 
particular mention, are two of the 
authors: the oldest, William Hill 
born in 1865; and the youngest, 
Anthony Downs born in 1930. 

Rigorous Discussion, Mathematical 
Approach 

The book provides a varied fare 
covering the trends of thought in 
various aspects of Economics, and 
represents the Chicago tradition of 
rigorous and compressed < (hence 
difficult) style of discussion, mathe- 

1 One of the editors’ observations is 
noteworthy, especially by the Indian 
university authorities who are dis 
appointed at the absence of quality 
research work by the teaching staff' 
“ Heavy teaching loads may have 
been chiefly responsible for the fact 
t^at no ‘ landmark ’ was produce, 
by a member of the faculty of any 
college (as distinguished irom uni¬ 
versity)’*. Teaching load at Indian 
universities, particularly in dep.irt- 
ments of Econoiqics. continue to 
bo “heavy”, allowing littjc time 
for continuous rosearCfc. 'Add t< 
this the extraordinsrily large size 
of classes as another factor lower¬ 
ing teadiers’ efficiency. 


maticol approach and positive think¬ 
ing, well-stepped in li^ral competi¬ 
tive ideology. 

Arranged chronologically in the 
book, the articles reveal the pre¬ 
occupations of economists with topi¬ 
cal controversies from time to time; 
refinement of economic science and 
methodology, post-Depression re¬ 
examination of monetary policy and 
business ,‘cycle theory, and last but 
not least, the modern economic the¬ 
ories of utility, welfare, capital, 
underdevelopment, and democracy 
{sic). Above all one is impressed 
by the significant contribution of 
the Chicago school to strengthening 
the inductive and statistical bias of 
contemporary economic analysis. 
The book is likely to be extremely 
useful to post-graduate students at 
Indian universities, reprinting as it 
does some of the rare readings not 
available easily to all in the coun¬ 
try; the less expensive paperback 
edition is likely to become popular 
with them. 

On economic methodology see 
“The New Theories of Eiconomics’’ 
by Pareto (Aoticle No II, pp 45-60) 
and “Some Problems of Logical 
Metliod in Political Economy” by 
Jacob Viner (VI, 101-24). An en¬ 
gineer to start with for twenty years, 
Pareto upheld the use of Mathema¬ 
tics in framing economic proposi¬ 
tions; similarly Viner stressed the 
importance of the quantitative in¬ 
ductive method in economic analysis. 

Market theory is the tlieme of 
“Cost of Production and Price over 
Long and Short Periods” by Frank 
H Knight (VII, 125-55), “The In¬ 
fluence of Dumping on Monopoly 
Price” by Theodore O Ynfema 
(VIII, 156-67), and “Demand under 
Conditions of Oligopoly” bv Paul 
M Sweezy (XII, 262-7). Knight 
examines the immediate and ulti¬ 
mate stages of the production pro¬ 
cess and shows that decreasing costs 
are only a temporary condition very 


early in the expansion of demand. 
Yntema conclt^es that dumping 
would benefit domestic consumers 
by way of lower prices only if the 
articles are manufactured under 
decreasing costs. Inquiring into 
what Professor (th-ui Mr) Kaldoi 
had described as “imagined demand 
curve”, Sweezy drew attention to the 
theory of oligopoly as an unexplor¬ 
ed field for study. 

Utility Theory and Analysis 

In “The Utility Analysis of Cho¬ 
ices Involving Risk” {XV, 297* 
336), Milton Friedman and L J 
Savage extend the orthodox utility 
analysis to rationalise individulU 
behaviour with regard to risk and 
chance; this leads one to suspect 
the wisdom of a legal ban on gamb¬ 
ling activities since these can be 
regulated through fiscal measures. 
George J Stigler’s review paper 
“The Development of Utility The¬ 
ory” (XVIII, 380-452) recapitulates 
the history of utility theory since 
Adam Smith, and enhances much 
the utility of the book to teachers 
as well as students. 

Kenneth J Arrow in “A Difficulty 
in the Concept of Social Welfare” 
(XIX, 453-80) discusses the pro¬ 
blem of social choice under mar¬ 
ket mechanism and the applicability 
of welfare economics to the solution 
of specific economic issues. Accor¬ 
ding to him, individual “values” are 
reflected in the achievement of opti¬ 
mum social welfare which, due to 
difficulties of inter-personal com¬ 
parison, refers to social states “such 
that no individual can be made 
better off without making someone 
worse off”. 

Abba P Lerner in “On the Mar¬ 
ginal Product of Capital and the 
Marginal Efficiency of Investment" 
(XXII, 538-58) demonstrates how 
a good deal of the difficulties of 
applying the marginal analysis to 
capital theory arise from the com¬ 
mon practice of measuring the 
quantity of capital by value. 
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WilFiain Hill’s “Recrnt Utteran¬ 
ces of Mr Hill and Mr Harriman 
on Railway Problems” (IV, 61*6) 
is a spirited note on the importance 
of transportation; hence the plea 
for goverament ownership of rail¬ 
ways (in America). For American 
labour organisation, see Robert F 
Hoxie, ‘"'Jrade Unionism in the 
United Stales: General Character 
and Types” (IV, 67-82) 

Two essays, “The Price of Wheal 
since 1867” by Thorsleiii B Veblen 
(I, 1-44) and “Sliidies in ihc Sup¬ 
ply Cuive of Labour” by Erika H 
Schoenberg and Paul H Douglas 
(XI, 229-01), make expert empiri¬ 
cal inquiiy and comment. The 
latter relates a one per cent varia¬ 
tion in hourly earnings to the 
amount of labour forthcoming and 
productivity; it ends with a succimt 
note on the significance of statistical 
methods in economics 

In “The ‘Communist Manifesto' 
in Sociology and E'.conomics” 
(XVI, 337-58), Joseph A Schum¬ 
peter points to the small intellec¬ 
tual performance of the ‘Manifesto’, 
it being only a prelude to the whole 
of Marx's later woik 

The prognosis given by J Maurice 
Clark m “Business Acceleration 
and the Law of Demand: A Tech¬ 
nical Factor m Fconoinu. Cycles” 
(V, 83-100) contributed much to 
the subsequent development of 
business cycle tlieoiy He pointed 
out in 1917 that changes in the de¬ 
mand for finished products, through 
affecting the demand fot inleirae- 
diate products, transmit as well as 
intensify the state of the economy, 
fn 1939, Paul A Samuelson’s “A 
Synthesis of the Principle of Accele- 
•ration and the Mullipliei” (XIII, 
268-79) improved on Professor 
Harrod’s treatment of the trade 
cycle by demonstialing how the 
amplitude of business fluctuations 
depended on the numerical values 
of the accelerator and the multiplier. 

Monetary theory is the subject of 
four articles, the first three being 
well-known in Chicago's monetary 
tradition Laucblin Currie’s “The 
Failure of Monetary Policy to 
, Prevent the Depressioii of 1929-32” 
(IX, 168-98) was one of the few 
American writings which crititised 
the Federal Reserve policies for the 
Great Depression. Henry C Simons 
in “Rulw versus .Authorities in 


Monetary Policy” (X, 199-228) 

sought to remove monetary un¬ 
certainty for enterprisers by fram¬ 
ing simple and unalterable rules 
with regard to money; he even 
favoured the abolition of private 
<ieposit banking in an attempt to 
avoid uncertain creation of ‘money’. 
In his stimulating article “Com¬ 
modity-Reserve Currency” (XX, 
481-526), Milton Friedman out¬ 
lines the ideal monetary compro¬ 
mise which is fascinating, but at 
the same time, unacceptable (as the 
author himself admits) “Saving 
and the Rate o£ Interest” by Martin 
J Bailey (XXIV, 58.-5-622) exa¬ 
mines with the help of the Hicksian 
wealth effect and substitution effect 
w'hether a nse in the rate of inte¬ 
rest would increase or decrease 
saving; the conclusion “nothing” 
<an be .said about the interest elasti¬ 
city of saving. 

Balance of Payments : Relevance to 
India 

The two articles on foreign tiade 
and payments are of relevance to 
Indian economic policy. Lloyd A 
Metzler’s “The Transfer Problem 
Reconsidered” (XIV, 280-96), more 
familiar of the two to students, 
having been reprinted in the Ameri¬ 
can Economic Association’s “Read¬ 
ings in the Theory of International 
Trade”, develops a general equili¬ 
brium theory of capital transfers 
synthesising the neo-classical shift 
of purchasing power theory and 
the modern foirign trade multipliei 
concept, it demonstrates that nor¬ 
mally, the transfer problem remains 
unsolved when real income adjust¬ 
ments come to a standstill. The 
suggested solution to India’s trans¬ 
fer problem following repayments 
of foreign loans would he to en- 
suie “stability” at home and “insta¬ 
bility" in the creditor countries 
through policy (jic). Moreover, 
according to the argument of Arnold 
C Harberger, “Currency Deprecia¬ 
tion, Income, and the Balance of 
Trade’’ (XVII, 359-79), a general 
devaluation of the Indian rupee be¬ 
comes worth considering in view 
of the imminent balanre-of-pay- 
ments difficulties.’ 

‘ Professor Jagdish Bkagwati has 
been working on this problem. For 
some of his findings, see The Eco- 

, nomte Weekly, August 4 and Octo¬ 
ber 6, 1962. 


According to Simon nottewetn, 
“Incoai^ and Leisure in an Under¬ 
developed Economy’’ (XXI, 527-37), 
the explanation of the hackward¬ 
turning supply curve of labour in 
underdeveloped economies lies in . 
social and cultural values diat 
prompt workers to prefer “leisure” 
to “income”. The same is true of 
developed economies, as is revealed 
in Article XI in the book, at highei 
levels of income. For low levels 
of income in the former type of 
economies, the precise choice is 
between earning and indolence, jf 
leisure being a ‘luxury’ which costs; ^ i 
leisure is a misnomer in under- ' • 
developed economies. Rightly has , 
Rottenberg pointed out: if workers 
opt for indolence at higher wage- 
rates, “an important objective of 
public policy ought to be to raise 
the level of aspiration for income 
and for the goods and services for 
which income exchanges”. To the 
reviewer, provision of suitable 
house-room appears as the appro¬ 
priate objective o£ such policy; a 
house supplies both the earning 
urge as well as the saving urge. 

Often in discussions of policy, 
economists have to throw up their 
hands and say helplessly: “That’s 
a political derision; let’s keep 
aside”. Anthony Downs comes to 
the rescue of the economist by 
building “An Economic Theory of 
Political Action in Democracy” 
(XX III, 559-82) According to 
him there are three motives behind 
jiolitical choice income, pj^stige, 
and power, operating under condi¬ 
tions of free information and im¬ 
perfect information. Political be 
haviour then can he expressed in 
economic terminology and equa¬ 
tions, also two-axes diagrams. TTie 
formulations are cryptic. For 
instance, 

“Politician is an entrepreneur 
selling policies for votes”. 

"A state of political equilibrium 
exists when no new parties can 
successfully be formed and no 
existing party is motivated to move 
away from its present position”. 

“Ignorance of politics is not a 
result of unpatriotic apathy; rather 
it is a highly rational response to 
the facts of political life in a large 
democracy” (like India’s !) 

May a political scientist-tumed- 
economist cximment? 







Politiesl SysteiBs: Ab Anthropoi<^cal Approach—II 


P G Ganguly 

This paper, the first part of which appeared in the Special Number, is concerned soith a criMcal 
appraisal of various modds of politics, political systems and political organisalions devised by anthropologists 
arid reported in some of the major works of the last twenty years, joith the objective of finding otit whether 
there is an “anthropologicoT’ approach to the study of political systems as distinct from the approach of 
political scieritists 

In the first part the author critically examined two major works, “African Political Systems" and 
“Tribes without Leaderi*' which attempt to apply the anthropological approach to the study of political 
systems. In ilui, the rtincluding part, the new trend in anthropological studies of political systems is exit- 
mined. 

This trend, in ts positive and progressive aspect, explidlly or implicitly rejects the kkherto accepted 
model of the “political" and embodies attempts at reconstructing new models with different variables. 

In its negative aspect, the new trend makes no dttempt to try to profit from previous and contem- 
porary works at theoretical levels. The result is much unnecessary duplication without commensurate theo¬ 
retical or conceptual advances. 


New Trends 
A 

J HAVK not yet come across in 
publishc<] literature either a criti¬ 
cal examination or creative accept¬ 
ance of Smith’s formulations. 
Though published in a respectable 
and widely read anthropological 
journal, this important paper does 
not appear to have compelled an 
adequate amount of re-thinking 
among anthropologi.sls writing on 
political systems 

Eisensiadt (1959), for instance, 
merely refers to it and then with¬ 
out a clear statement on his stand, 
proceeds to formulate his indicators 
for comparing primitive political 
systems. To my mind, this is a 
kind of self-imposed conceptual 
blindne.ss characteristic of much 
anthropological work. 

Professor J A Barnes refers to 
Smith rather hurriedly at about 
the end of his paper on Indigenous 
Politics and Colonial Administra¬ 
tion with Special Reference to 
Australia (1960). Says Barnes: 

“One important distinction to make, 
in discussing forms of political struc¬ 
ture, IS that between administration 
and politics. M G Smith makes the 
distinction between what he regards 
as two aspects of the wider category 
of government” (p 12, roneographed). 

From this it appears that Pro¬ 
fessor Barnes uses ‘political struc¬ 
ture’ as the ‘wider category’ for 
which Smith uses ‘government’. 
Smith does not talk a^iout “politics’ 
at all; he writes abotit ‘political 
action’. This is jio facetious quib¬ 
bling of words. For Smith ‘politi¬ 


cal system’ which is only a system 
of political action, is a specific 
category in the generic category of 
government; for Professor Barnes, 
‘political structure’ or ‘political 
system’ (I believe the distinction 
between a ‘system’ and ‘structure’ 
for our purpose will be really point¬ 
less here), is the generic category 
and his ‘politics’ is what Smith 
means by ‘political action’. 

If we treat this difference bet¬ 
ween Barnes and Smith as only 
terminological, the point I am try¬ 
ing to raise will be completely 
blurred I am not so much inte¬ 
rested in terms as in concepts. How 
is It possible to accept Professor 
Barnes’ ‘political structure’ while 
he is persuading us to accept Smith 
in whose terminology the concept 
of ‘political’ is something different. 
Briefly p,ul. Smith suggests the 
rategory of government with its 
dual processes, political and admi¬ 
nistrative; Barnes, on the other 
hand, suggests ‘political structure’ 
— with its dual processes of poli¬ 
tics and administration. Barnes, in 
using different terms, is either 
agreeing with Smith in which case 
there is no conceptual difference 
and therefore terminological diffe¬ 
rences are superfluous; or, he ia re¬ 
jecting Smith, but this does. not 
appear to be the case; or else, he 
is suggesting some modiffcation. 
For this, however, one would like 
to know the reasons but they are 
not offered. Probably the whole 
thing can be dismissed by saying 
that there is nothing so serious and, 
in fact, Barnes says the same ffiing 


which Smith does. This is a simple 
example of clearly avoidable ter¬ 
minological confusion which can 
and does .breed conceptual confu¬ 
sion This is probably also an 
indication of the fact — one ex¬ 
ample for several — that Smith's 
analysis has not yet made its full 
impact felt on anthropological 
thinking. 

Barnes on “Village on the Borilw'' i 
Fmnkenberg 

Professor Barnes refers to Smith’s 
paper again in his review of Fran- 
kenberg’s Village on the Border, 
and there he says that Frankenberg 
in his study “brings a fresh appro¬ 
ach to politics which seems to me 
of great value and relevant to in¬ 
vestigations of primitive as well as 
advanced societies”. Later on in 
the review, however. Professor 
Barnes says that we “can only in¬ 
directly infer what he means by 
politics in general”. In analysis, I 
am afraid, all is not well with the 
“freshness’ of an approach, the very 
foundation of which has to be in¬ 
directly inferred. Professor Barnes, 
however, compares and correlates 
this fresh approach with Smith’.s 
mddel of political action. Quoting 
Smith, says Professor Barnes, 
“action is political when it seeks to 
influence the decision of policy”, 
and again, elsewhere, quoting 
Smith again, “actions associated 
with competition in terms of 
power. Here we come nearer to 
the very day meaning of ‘polities' 
and to Frankenberg’s usage”. 

Though once again we find that 
Frankenberg, writing in 1959, does 
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A DREAMING OLD-WORLD VILLAGE 
WAKES UPTO ATOMIC AGE! 

India's fif^t Nuclear 
Power Plant for Tarapur 






Tar«pur, 60 mile# north of Bombay was Juat a nama on tha map till 
yaaterday. Today, It comaa Into tha newa aa the alta for India’a firat 
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not fef«r to Siiiilih>8 pi^r pubUdbei) 
in 1956 and diereby kavea al» to 
die mercy of indirect inference of 
his meaning of politics, Professor 
Barnes* comparison seems to me 
quite valid. Frankenberg discusses 
in detail the moves of villagers in 
the football committee, the carnival 
committee and in the supporters’ 
club We learn about the strat^ems 
and intrigues of various groups and 
individuals who use them as instru¬ 
ments for competition for power 
for influencing decision. There is 
very little reference to H.M.’s gov¬ 
ernment for politics at the village 
level, as mediated through the vari¬ 
ous committees described by Frank¬ 
enberg, IS only remotely influenced 
by it. In Smith’s conceptualisation, 
Frankenberg, therefore, has analysed 
political action as a part of the dual 
process of government of the vil¬ 
lage at the village level — the other 
process being concerned with the 
administration of the village he has 
not analysed it. What is more, Fran¬ 
kenberg, in fact has analysed poli¬ 
tics Or political action within and 
between various committees, again, 
as one of the two aspects of the 
government of these committees. 
All this is very clear so far as 
Frankenberg’s work is concerned, 
and, incidentally, is a better ex¬ 
ample of development in the stu¬ 
dies of political systems by anthro¬ 
pologists since Radcliflfe-Brown’s 
classic formulations than “Tribes 
without Rulers” is. 

Ambiguous Stand of Professor Barnes 

What, however, remains some¬ 
what confused in the review article 
is Prof Barnes’ own stand. At one 
stage he writes that we talk of poli¬ 
tical system and disapprovingly 
points out that we often assume 
that ‘politics’ must be actions car¬ 
ried on in the political system. He 
continues: 

“But we also speak of ‘academic poli¬ 
tics’ and 'ecclesiastical politics’ with¬ 
out implying that a university has 
its own army or that the church is 
an organisation for maintaining 
social order within a territorial frame¬ 
work, to use Radcliffe-Brown’s des¬ 
cription. A real ‘politician’ among 
other things, gets his way without 
the use of force. Politics, then is not 
merely an aspect of political system, 
however that may be defined.” 

By posing the problem in this 
way. Professor Barnes seems to be 
unwilling to take a stand on the 


tnaanina of ‘political syateny* and 
‘politioa. Later he refers to Scha* 
pera who recently drew attention fo 
aome of the contradictions in vari¬ 
ous definitions of ‘government’ and 
‘political organisation*. Once source 
of this contradiction is our rel«Ct- 
anoe to take a clear stand -On 
grounds of differential concepiq|l 
advantages of explicitly accepting 
one approach rather than another. 
An advantage of a clear stand is 
the fact that even if the stand ft 
wrong or inadequate, it is amena¬ 
ble to specific criticism. Professor 
Barnes does not in this respect help 
us much in reducing the existing 
contradiction pointed out by Scha- 
pera. 

Back again to my main line of 
argument, I do not find any con¬ 
fusion or contradiction in the basic 
concepts of Smith — political action 
and administration as aspects of 
government. Smith formulates these 
concepts by . examining and rejwt- 
ing the concept of political system 
as formulated by Radcliffe-Brown 
and his followers, ‘politics’ of Pro¬ 
fessor Barnes seems to be Smith’s 
‘political action’. If so, then what 
exactly should we mean when he 
says that politics is not merely an 
aspect of the ‘political system’, how¬ 
ever that may be defined? If, for 
instance, political system is defined 
as Smith has done, then, obviously, 
politics is not merely an aspect of 
It but it is identical with it. Does 
this imply that Professor Barnes is 
wilHnlg to accept Smith’s concept 
of political action and call it poli¬ 
tics, but IS unwilling to accept his 
concept of ‘political system’? This 
logically implies that whereas we 
can accept Smith’s definition of 
political action, the conception of 
a ‘political system’, which Smith 
defines as a system of ‘political 
action’, can be left to confusion or 
to Radcliffe-Brown. I am sure Pro¬ 
fessor Barnes is not suggesting any¬ 
thing of the kind but I think his 
stand here leaves a large range for 
ambiguitie.s which are wbqlly 
avoidable and have nothing to do 
with the complex nature of human 
behaviour, generally alleged to be. 
the basic source of all confusions 
in social sciences 

New Trends 

B 

I will now refer to a few works 
in which their authors have tried 


to operate with fresh models by "'/ 
avoiding the mainstream of rdevaati 
tiieoret&l and conceptual prob¬ 
lems. niese authors neither agree 
nor disagree with early or conteto' 
porary students. This deliberate 
attempt to shut out the tradition 
of earlier achievements and failuiw, 
is quite inexplicable in scientific 
studies, in fact, it is not the usual 
rule in research even in humani- 
ties^ It is true that in some of the 
works with which I am concerned 
here, you come across one or two 
suggestive thoughts but since their 
authors are unwilling to assess their 
ideas in the context of live, rele¬ 
vant, theoretical problems in anth¬ 
ropology, full significance of their 
contributions fails to emerge clear¬ 
ly. In some other cases, however, 
‘freshness of approach’, in effect, 
is no more than mere novelty. The 
following analy.sis of representative 
works which share the common 
characteristic of being fresh in their 
approach — they do not refer to 
the model of African Political Sys¬ 
tem — will illustrate the trutii in 
my observations. 

“Bantu Bureaucracy” I Lloyd Falters 

Fallers' “Bantu Bureaucracy” is 
an important anthropological work 
of the last decade. Fallers analyses 
in this work the factors that have 
created an in-built system of strain 
in the Soga society. When one and 
the same man is expected to be 
partial as a clan member and put 
the clan ideology first and also to 
be a unit in the state bureaucracy 
(which is expected to stress im¬ 
partiality, distinguished from clan 
nepotism, as a desired ideology) 
and put the bureaucratic ideology 
first, the social system is bound to 
bristle with inherent conflicts. 
Fallers shows this very clearly and 
ably. But he also says that his work 
is a contribution towards under¬ 
standing ‘political institutions’ of 
the Soga, and as usual, Trouble be¬ 
gins with his definition of political 
institutions as “rule,8 governing the 
legitimate use of power and not as 
the social units to which such rules 
apply” (p 5). Earlier he says, 
“Institution means to me a pattern 
of behaviour which a group of per¬ 
sons consider ‘right’ or ‘correct’ — 
a norm or pattern of conduct. For 
a pattern ol behaviour to be insti¬ 
tutionalised means that persons ap¬ 
prove of its being followed and dis¬ 
approve of its not being followed”. 
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(p iV). Then again: ... in attempt¬ 
ing to deecribe ijie political institu¬ 
tion of Soga Society as a whole, I 
•halt have to deal with the family, 
the lineage and the village as well 
as the state for all these units clear¬ 
ly have political as well as other 
aspects (p 5). 

In so far as Falters defines 
‘institutions’ as a pattern of ‘right’ 
or ‘correct’ behaviour, one ig led 
to expect in his description of ‘poli¬ 
tical institutions’ an account of be¬ 
haviour pattern considered to be 
‘correct’ for making a legitimate 
use of power. Now what is consider¬ 
ed to he ‘tight’ or ‘correct’ ig one 
thing; what, however, actually 
happens may, more or less, he quite 
another matter Fellers gives ua the 
impression that his focal interest 
is ‘what is considered to be right’ 
behaviour for legitimately using 
power. In other words, Fallers in 
hia conceptual formulations promi¬ 
ses us a contribution towards Soga 
ethics of legitimate use of power. 
In fact, however, we get in the best 
anthropological tradition a descrip¬ 
tion and analysis of actual behaviour 
of men caught in the conflict of 
the expected or the ‘correct’ clan 
liehaviour patterns and bureaucratic 
behaviour patterns. According to 
his definition, Fallers should have 
given ua an account of the norma¬ 
tive pattern of behaviour — not the 
actual patterns — of people facing 
the predicament of clan and state: 
demands simultaneously I am not 
picking at what Fallers ha.s actual¬ 
ly given us but I am pointing out 
that bis concept of ‘political insti¬ 
tutions’ does not seem to have help¬ 
ed him in any discernible way. 

Fallers’ definition of political 
institutions is also riddled with the 
pitfalls of the concept of legitima¬ 
cy. First, there is a considerable 
body of literature in which it has 
been suggested that the concept of 
legitimacy should be associated 
with authority rather than with 
power. Bierstedt [ASR, V 1.5, No 6, 
pp 730-8, “An Analysis of Social 
Power”) has convincingly discuss¬ 
ed the need for distinguishing au¬ 
thority from power and has indi¬ 
cated that this distinction, involving 
increased specifieity in the mean¬ 
ings of these terms, opens up ways 
for more Tefined analysis. Need 
for drawing this distinction clearly 
emerges from a careful study of a 
numW of classical writers in poli- 
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ticai philosophy from Aristotle 
downwards if we consider only the 
Western thinkers in this sphere of 
knowledge. Closer to our own times, 
Weber’s analysis of the concept, the 
bases and types of authority and 
his rather brief treatment of the 
concept of power, strongly suggest 
that it will be an error to confuse 
authority which raises the question 
of legitimacy and of differentiation 
of roles within a ‘Verband’ or a 
corporate group with power (Macht) 
which he defines as the probability 
that one actor within a social rela¬ 
tionship to carry out his own will 
despite resistance, regardless of the 
basis on which this probability 
rests. (Principles of Economic and 
social organization, authority and 
‘Verband’ p 56 and ‘power’ on 152). 
Max Weber appears to suggest that 
the concept of power is generic and 
authority is a type of pviwer (p 
153) Bierstedt assigns specific 
meanings to power and authority 
both and 1 personally find that his 
observations in this specific context 
arc more suggestive than those of 
Weber. 

My purpose, however, here is (a) 
to stress the point that the concept 
of legitimacy, used bv P’allers in 
his definitiqn of political institutions 
has -to be operationalised in terms 
of observable behaviour and then 
(b) it IS more fruitful to discuss 
legitimacy in the context of autho¬ 
rity and not power as implied in 
Weber’s treatment of these concepts 
as also in the writings of a number 
of earlier writers and explicitly 
discussed m the works of a number 
of sociologists as also in the works 
of a larger number of political 
scionti-sts Fallers, therefore, does 
not consider the conceptual distinc¬ 
tion between authority and power 
and operates with undefined terms 
like legitimacy and power for de¬ 
fining ‘political institutions' In 
all definitions some elements are 
likely to remain undefined or have 
to be taken for granted. But the 
concepts of power and legitimacy 
are certainly not such elements 
considering the attention they have 
received from a variety of students 
of social sciences. Since Fallers does 
not offer his own definition of these 
terms, hi.s special definition of poli¬ 
tical institutions does not say any¬ 
thing specific or even clearly in¬ 
telligible and, inter alia, he sup¬ 
ports my contention — in order to 




make anthropology or sociology a 
body of knowledge in which succes¬ 
sive integrations at theoretical levels 
will be possible, a careful and cri¬ 
tical appraisal of earlier works is 
imperative not merely at the so- 
called ‘factual level’ but at the con¬ 
ceptual level. We have to conclude, 
therefore, that though Fallers has 
succe-ssfully analysed the in-built 
strain of the Soga society arising 
from a conflict of claims of two 
‘corporate groups’ in Weber’s sense 
(clan and the incipient bureaucra¬ 
cy). his contribution, if any, to¬ 
wards an analytical clarification of 
the concept of ‘political’, remains 
completely invisible Freshness of 
approach here is distressingly de¬ 
ceptive 

“The Political SysleniN of Highland 
Burma t Leach 

I will now comment on “The 
Political System of Highland Burma” 
as the next representative work which 
show's the new trend with its positive 
and negative asjieets. 

“In any political system”, says 
Leach, “we usually find sub-group-, 
which stand in opposition fo one 
another as factions Such sub-groups 
may lie of equivalent statu.s or they 
may be regarded as superior and 
inferior” (Leaeh 1954. p 50). This 
is obviously an emergent orientation 
and It directs our attention towards 
(erl.'iin lyjA's of behaviour for in- 
clu.sion in a study of political sys¬ 
tems. no matter in whiih society or 
culture, as it directs our attention 
also towards excluding several other 
systems of behaviour. According 
to I..each, if in some societies we do 
not find sub-groups which are 
opposed to each other as factions 
or sub-groups related as superiors 
and inferiors, we must conclude 
that the society concerned does not 
have a political system. This is 
analysis and not ethnocentricity. 

Now if we carefully look into 
Leach’s analytical model, we find 
that in a general category of poli¬ 
tical systems he has included two 
sets of behaviour which in some 
cases might be empirically related 
but. nevertheless, they are analyti¬ 
cally distinct-factional behaviour in 
which sub • groups are opposed to 
each other and action.? in which 
the subigroups are inferiors or su¬ 
periors, siiper-ordinate and sub 
ordinate In so far as a system of 
liehaviour is mediated through 



and inb^Hn^aS' 
tion, it is a clear case o( 
meat or administration, a structure 
in which each layer in the hierarchy 
IS a policy-making iayer for the 
one below it. If this system of 
behaviour is lumped up together 
with another system in whi^ the 
constituent elements are sub-groups 
of equivalent status and are opposed 
to each other, administrative be¬ 
haviour m our analysis will get 
mixed up with political behaviour. 
1 will pursue this idea later in this 
report but I want to pmnt out here 
what can be easily demonstrated 
that if Leach could keep this analy¬ 
tical distinction in mind, his analy 
sis could have produced more sug¬ 
gestive and substantiative formula¬ 
tions. 

The mam interest of Leach in 
“Political Systems of Highland 
Burma”, however, seems to have 
been to show the inadequacies ol 
an ‘equilibrium’ model of society 
which is always in flux. In High¬ 
land Burma, ‘political systems’ 
used to awing between two ideal 
types according to Leach — one of 
them a type of aristocracy, the 
other a type of anarchy — Gumsa 
and Cumlao. Keeping the distinc¬ 
tion between administrative action 
and political action in view I would 
rather .say that the Highland Burma 
people used to compete for power 
under certain circumstances and at 
certain times and at other times and 
different circumstances, the competi¬ 
tion, as It were, reached a phase of 
temporary conclusion thereby push¬ 
ing the units which had equivalent 
status duiing the competition into a 
hierarchic situation of super-ordina¬ 
tion and sub-ordination. The way I 
have phrased the conclusion of 
Leach, presumably, opens up a num¬ 
ber of problems for detailed enquiry 
while excluding a whole lot of mate¬ 
rial in the book which do not seem 
to be strictly relevant for a study 
on ‘political system’. Despite these 
comments, the fresh approach of 
Leach enables him, unlike Fallers, 
to have something clearer in mind 
when he talks about a political sys¬ 
tem at an abstract level. 

“ Polities in on Urban African 
Commonitj ” f A L Epstein 

I now pass on to a book which 
is among the best in anthropologi¬ 
cal literature describing in detail 
■what 1 will like to conceptualise as 
‘political action’. Epstein’s Politics 


in an llrban 4frictB 
describes over a period a acaties td 
actions mediated through ^ups» 
actions which brought old 1 tribal 
and new (‘urbanised tnbals’) groups 
leaders into various degrees and 
stages of (ximpetition for power for 
mnuenemg or controlling policy 
decisions of different types of intra¬ 
group and inter-group reladoBS- 
Epstein documents these proceisea 
m detail and thereby gives us a 
competent description of ‘polities’ 
of common parlance and ‘political 
action’ of Smith, Weber an^ going 
back in time, ot Machiavelh. 

The most remarkable fact, faow- 
cvei, about this book at a theoretical 
level is the fact that although 
Epstein writes about ‘politics’ and 
occasionally speaks of the political 
and administrative systems of the 
Copperbelt towns in Northern Rho¬ 
desia, he no-where distinguishes the 
two systems conceptually. Only 
once towards the end of the book 
Epstein volunteers the following by 
way of what he takes as political 
action: 

“ In our account of the growth of 
Luanshya we taw the political deve¬ 
lopment of the community in lemw 
of the emergence of new groups and 
auociationt and new social personali¬ 
ties, and the forms of authority asso¬ 
ciated with them. More precisely, 
we noted a tendency for new groups 
to emerge in opposition to existing 
groups, or at least to come into con¬ 
flict with them. At Luanshya we taw, 
for example, how over the period of 
a decade the Tnbal Elders and the 
Tnbal Representatives who had for¬ 
merly dominated the Council were 
gradually ousted from membership by 
an emerging urban leadership ” 
(pp 229-30). 

Then again: 

“Stated briefly, the urban African 
It involved in a number of different 
sets of social relations which stem 
from forms of social organisation dis¬ 
tinct from, and in many respects op¬ 
posed to, one another. Nevwthelest, 
because they operate for the most 
part in different spheres of his social 
life, the African in the towns it able 
to handle the various sets without 
obvious difficulty ... The conflict 
between these opposed principles of 
social organisation goes on through 
time. It It marked by the emergence 
of new associations, societies, and 
groups, which claim to be more truly 
representative of the urban communi¬ 
ty than the established bodies, with 
which they become joined in a pro¬ 
longed struggle for power”, (p 47). 

Elsewhere referring to the growth 
of Native Welfare Association: > 


“Hont theme will be fhe pro- 
ioaged straggle that went on between 
them ler power within the existing 
administrative order”, (p 47). 




At one stage he promises: 

“In the following chapter I will 
show how, as the Welfare locietnif 
developed, they immediately began to 
assume political luncuons whicn 
brought them into conflict with the 
established bodies’*, (p 47). 


The main theme in all these 
passages ig struggle for power em¬ 
bodying “the political develc^unent < 
in terms of emergence of new 
groups and associations and new 
social personalities, and the forms 
of authority associated with them 
— more precisely .... a tendenejr of 
new groups to emerge in t^position 
to existing bodies, or at least to 
come into conHict with them.” 


Obviously this is quite a different 
model of political action when com¬ 
pared with the models of the con¬ 
tributors to the “African Political 
System” or the authors in the “Tri¬ 
bes without Rulers” or, for that 
matter, the model of Fallers in his 
Bantu Bureaucracy, A detailed com¬ 
parison of “Politics in an Urban 
African Community” with all these 
works instantly reveals that Epstein 
succeeded very much in analytically 
isolating a dbmain of behaviour 
which, say, in Gluckman’s descrip¬ 
tion of the Zulu Kingdom in Afri¬ 
can Political System remains un¬ 
analysed, embedded m a matrix of 
data on constitutional law and side¬ 
lights on administrative behaviour. 
If I am permitted to quote from 
memory, Gluckman describes at a 
certain .stage that a certain Zulu King 
was murdered by a rival. If Gluck¬ 
man had a clearer concept of the 
‘political’, he would have told us 
in detail how for instance, the rival 
within the specific social structure 
of the Zulus, with its customs and 
practices, restrictions and prescrip 
tions, succeeded in mobilising sup¬ 
port for his murder — who was' 
bribed, who was threatened, who 
was persuaded and how, whose 
dau^ter was given in marriage 
and to whom — these are the 
actions which need be described 
and analysed when one is concern¬ 
ed with political action. It is likely 
that Prof Gluckman did not have 
materials for such a description in 
the historical documents. Then one- 
should note a gap in the material 
instead of filling it up with data on 
a system of bchaiiour of different 
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nature, say, for instance, the fiMe 
arising from die rights and obliga' 
tions of a Zulu c%ce-faolder in a 
hierarduc system, with the para¬ 
mount chief at the top and the ordi¬ 
nary Zulu villagers at the bottom. 
Unlike Gludkmem. Epstein succeed¬ 
ed because of his concept of ‘poli¬ 
tics’ or political system in focuss¬ 
ing his attention towards the details 
of a specific system of behaviour 
without which, I wonder, if he 
could make the following itlumi- 
natmg comment (referring to a 
labour disturbance in 1935 in the 
Copperbelt mines) : 

“ thus for many Administrative Offi¬ 
cers the emergence of the urban 
communities on the Copperbelt did 
not appear to involve the posing of 
administrative problems very different 
in kind from those they were accu¬ 
stomed to handling in remote tribal 
areas. Rather, they tended to explain 
events on the Copperbelt in terms o£ 
their own failure to follow closely the 
principles and methods which already 
prevailed elsewhere. They saw their 
problem as the need for reorganisa¬ 
tion «o as to reduce the ‘ distance ’ 
that had grown up in the town bet¬ 
ween Administrative Officers and the 
people. The basic assumptions under 
lying administrative policy were left 
unimpaired. The point of reference 
for administration remained the tribe, 
and not the town” (p 31) 

I have been so often referring to 
Epstein’s model of political action 
This model. however, largely re¬ 
mains implicit. As noted earlier, 
the closest he comes to defining his 
model is nothing more than “poli¬ 
tical development more precisely 
. . a tendency for new groups to 
emerge in opposition to existing 
bodies or at least to come into con¬ 
flict with them” (pp 229-30 ) It 
IS not at all clear to me why Epstein 
in a work on Politics, after taking 
the right start, did not go into the 
details of a more adequate model 
for political action. It was possible, 
for instance, following the lead of 
his orientation model politics as 
competition for power, there was 
scope for examining the meaning of 
power in the background of exist¬ 
ing literature, ll was also possible 
to break a ‘power situation’ into 
the concept of possible lines of 
action open to an individual for 
moving men into action eve” 
against their will, to serve his ob¬ 
jective or the objective of ttie group 
to which he might belong Then 
Epstein could also have suggested 
categories for classifying, different 
types of ‘lines of action’ or moves 


permissible within the sedul struo- 
ture of the Gipperbelt towns. Tlien 
again a fruitful ran^ for a coif 
ceptual exercise existed in the ana¬ 
lysis in abstract terms of the vela- 
tionship between the political sys¬ 
tem and the administrative systems 
in the Copper-belt town. Startii^ 
from the proposition that amOQg; 
the people in Luanshya, there wail 
struggle for demonstrating who the 
true represeptatives were, the situa¬ 
tion could be conceptualised as a 
senes of political activities charac- 
terixed by struggle for power reach¬ 
ing a settlement (the game is up!) 
for a period with the consequent 
emergence of a formalised system 
of differentiated levels of authority. 
Then again the system is ‘politicis¬ 
ed’ (as Morris-Jones put it) and 
the units of the hierarchic model 
become contraposed. These are 
some of tlie considerations which 
arise from the basic proposition of 
Epstein but he refrains from analys¬ 
ing them. This is why he occasio¬ 
nally lapse.s into a statement like: 

“ (tribal elders) lacked the legal 
powers with which to enforce their 
authority " 

He probably means that tribal 
elders were ineffective because they 
had no authority — in Weber’s 
sense formal, legitimate power. This 
sentence may also mean that the 
sy.stem in which the tribal elders 
had to operate, did not enable them 
lo take steps for compelling people 
to accept their decision or for 
punishing those who flouted their 
decision For instance, they cxiiild 
not get the people arre.sted or get 
them hanged and so on 

I have demonstrated how Epstein’s 
analysis of ‘political system’ is supe¬ 
rior to mo.st ‘anthropological’ studies 
on the problem. I also pointed 
out that his success primarily lies 
in his model of political action, a 
model which is implicit in the pre¬ 
sentation of his data. I then tried 
lo indicate that Epstein could have 
followed up his model construction 
but for unknown reasons he refrain¬ 
ed from following up his ovwh 
thoughts that, I imagine, branch 
forth from his basic notion of poli¬ 
tical action. This is why the book 
ends with the concept of situational 
selection rather than a model for 
analysis of political action. Never¬ 
theless, Epstein certainly and effec¬ 
tively shows the positive new trend, 
not yet widely prevalent, in anthro¬ 
pological studies of political systems. 


“Tribe, Caste muI National 
F G Baaey 

Bailey’s “Trjbe, Caste and Na« 
lion” falls in the category of woiiu 
in which a certain conscious effort 
has gone into the construction of « 
model of political action in terms 
of competitive behaviour. Says 
Bailey: 

“ Through political activity a man 
achieves command over resources, or 
power over men, or both these things. 
Political relationships are those through 
which he achieves the same ends. 
These definitions are used widely and 
are offered not so much as criteria 
of relevance but to show the assump¬ 
tions which underlie my approach to 
political problems. Society is an arena 
(or ‘field’) in which men compete 
for prizes . to control one another, 
to achieve command over property 
and resources (in the Kondmals thii 
has generally meant land) ; and, 
negatively, to avoid being controiled 
by others and lo retain such resour¬ 
ces as they already poetess. In order 
better to achieve these ends (and, of 
course, for other reasons which are 
not specifically political) men combine 
into groups, .ind competition lies not 
only between individuals but also bet¬ 
ween groups. I Bssume that the in¬ 
dividual’s motive in giving or conti¬ 
nuing to give his allegiance to a poli¬ 
tical group 18 that m this way he 
expects to gam his ends and retain 
or athieve command over men and 
resources. If, by experience, he finds 
that he can retain or bettor achieve 
command by giving his allegiance 
elsewhere, then he will do so; and 
if sufficient people do this, then one 
type of group is likely to disappear 
and be replaced by groups of a 
different kind" (pp 10 and 11). 

I wish to begin my comments 
here with what appears to me to be 
the weakest aspect of Bailey’s for¬ 
mulations. He adroitly dodges the 
issue by saying that ‘ihese defini¬ 
tions are used widely and are offer¬ 
ed not .so much as criteria of rele¬ 
vance but to show the assumptions 
which underlie my approach to 
political problems’, Bailey clearly 
realises that the problem of “crite¬ 
ria of relevance’’ is bound to arise, 
but I do not know why he drops 
this problem immediale.ly after 
raising it and he drops it almost 
with a curse — may it die a natu 
ral death! Never again he raises 
the problem of relevance, i e, the 
critical variables to be considered 
in the construction of a model of 
political activities, an urgent task 
which, however, cannot be effective¬ 
ly undertaken without a systematic 
critical appraisal of earlier efforts 
in this direction. 

Bailey ig reluctant to undertake 
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thu task and, therefore, his ‘asyum- 
ptions which underlie my approach 
to political problems’ d^elops 
without the benefit uf awareness of 
the way in which earlier students 
successfully or unsuccessfully faced 
the analytical problems arising 
from the basic postulate of his 
model: 

" Through political acuvity a man 
achieves command over resources or 
power over men. Political relations 
are those through which he achieves 
the same end." 

Elsewhere he visualises society 
as an arena in which men compete 
for prizes Bailey’s description of 
the goals for this competition is as 
follows; 

(a) to control one another 
(h) to achieve command over 
property and resources 

(c) negatively to avoid being 
controlled by others 

(d) to retain such resources as 
they possess. 

Though Bailey does not specifi¬ 
cally sav so, it appears from his 
formulations that these four propo¬ 
sitions can be taken as describing 
the basic attributes of Bailey's 
model of political action Now let 
us examine these attributes briefly 
to 8('e what light we can get from 
Bailey’s guidance. 

The first thing that appeals to 
me in Bailey’s formulations is his 
stress on action in all the four attri¬ 
butes. His foundation is essentially 
operational for he is referring 
broadly to certain activities that can 
be observed or inferred from obser 
vation with comparative reliability. 
Then I think the concept of compe¬ 
tition 18 the critical concept of the 
model. Men can control one another 
in various ways. An employee, for 
instanix', is controlled by his em¬ 
ployer. Police men control thieves 
bv apprehending them according 
to ‘law’ and, at least in some coun¬ 
tries, police men are controlled by 
thieve.s by being bribed. I know for 
certain about a city where drinks 
are not available after ten at night 
in the open market. You can, how¬ 
ever, buy your drinks surreptitiously 
from the shops at that time from 
the shops which are supposed to sell 
only soft drinks Under normal 
circumstances, policemen on their 
beat in that street will take no 
notice of you. But once in a while, 
there will be a huge raid, the shop¬ 
keepers will be completely terroris¬ 
ed and you can be arrested if you 
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are detected by the police while 
soliciting for a stealthy bottle. This 
happens, 1 understand, when the 
illegal dealers in liquor fail to pay 
the police their ‘due’. As soon as 
the arrears are paid, it is all quiet 
again, business becomes brisk and 
the police is controlled by the shop¬ 
keepers. 

There are, then, cases wherein 
control is unilateral. The Town 

Superintendent in Jamshedpur con¬ 
trols allotment of houses to the 
Company employees but, normally, 
employees do not control him in 
any way. When two persons talk 
to each other, they control each 
other’s behaviour, if both of them 
are sane We can think of many 
types of control in day-to-day 

social life but in the situations cited 
abov'e, we do not normally speak 
or think in terms of political action. 
When my boss tells me that he 
cannot grant me leave for no leave 
is due, he is not behaving politi¬ 
cally though he is controlling my 
behaviour beyond doubt In fart, 
if I understand Bailey correctly, he 
is not suggesting at all that the act 
of controlling m itself will const! 
tutc oohtical action It is due to 
the element of competition — action 
in which the participants try to 
push each other out for reaching 
the goal of control over men and 
resources — - which transforms the 
general category of action, that is 
here, control, into political action 
When my boss does not give me 
leave for no leave is due, the recip¬ 
rocal relationship between me and 
and ray boss i.s administrative. But 
if 1 raise the question of the vali¬ 
dity of the rule or if I act on the 
assumption that he has no right to 
decide my case and if my boss does 
not agree with me and continues to 
take steps for controlling my action, 
then our relationship becomes poli¬ 
tical for the duration of this com¬ 
petition. But a.s soon as the com¬ 
petition is settled one way or 
another, in that given context, our 
relationship ceases to be political 
and once again becomes administ 
rative. Say, if I am discharged and 
I leave the firm, there is no more 
competition and my boss has used 
the rule that for an act of insub¬ 
ordination an employee can be dis 
charged. But if through manipula 
tion, I am able to get my boss dis¬ 
charged and if he has to leave, then 
again, our relationship, which dur¬ 
ing the period of manipulation war. 


political, dots not maMin on any 
more. The system, if it contioues, 
swings hack to an administltttive 
state again. The key cottc^t of 
competition in Bailey’s model to 
my mind gives us a valuable in¬ 
sight mto the nature of political 
action as it is understood in com¬ 
mon language and also technical 
writings of a number of social 
saentists. 

Bailey, however, does not go 
mto the details of some of the 
considerations that arise from this 
basic postulate. He does not, for 
instance, specifically try to distin¬ 
guish administrative behaviour from 
political behaviour and, to my 
mind, one cannot be understood 
without the aid of the other. They 
can be best treated as two polar 
models between which behaviour 
swings in actual life. In addition, 
if we consciously try to analyti¬ 
cally distinguish the two systems, 
we sharpen our tools for analysing 
the system, out of the two, in which 
our interest lies 

Rest of the four attributes of 
political action in Bailey’s model 
have also to be understood in the 
context of competitive action. All 
actions directed towards achieving 
command over men, property and 
resources are not political actions 
’Men’ have already been considered 
in the previous paragraphs. Now 
lei us consider resources as a gene¬ 
ral category including propertv, 
though there is some difficulty here, 
for propertv is a legal concept and 
is likely to create confusion m the 
context of our analysis of political 
artion in the sen.se that Bailey 
wants us to take it. 

If a dam is constructed over a 
river, we have a clear case of action 
directed towards achieving com 
mand over resources, in this case, 
the water powei< for generating 
electricilv and the irrigation poten 
tials of the river Construction of a 
dam like this is not normally taken 
a.s an instance of political action 
though it certainly is an action for 
achieving command over resources. 
Let us take another example. ^ 
new industrial town is to be built 
at a site occupied by a number of 
villages. The industrial company 
pays compensation to the villagers, 
acquires command over propertv 
as stipulated in the terms of pay¬ 
ment of compensation and the 
villagers go away. This is buying 








anil selling and not political action, 
l^ese acts of building a dam and 
buying land and villages are no*, 
political acti<»i, if the element of 
competition is missing in them. 

Now, if it happens, as it quite 
often does in India, one or more 
states begin to compete for the loca¬ 
tion of the dam in their area, we 
must say that the, purely techno¬ 
logical proposition -— construction 
of a dam — has triggered off a 
political situation. If a dam is nui 
constructed in a certain state, the 
■ruling party may lose support 
among its followers in that area 
with disastrous results during elec 
tions. Quite a few projects in 
India had their location decided by 
political action and not so much 
by efficient technological or econo¬ 
mic considerations. In the .same 
way, if the villagers after receiving 
compensation for their land hang 
on there on the ground that the) 
should he given jobs in the jiiew 
town and, if the company which 
acquired the land thinks that it H 
under no obligation to do .so since 
in a modern mechanized industrial 
town no jotw can be given to illite¬ 
rate, untrained villagers, then the 
villagers and the company mav 
find themselves involved in inci¬ 
pient political relations Here is 
competition for jobs, the displaced 
villagers want them for themselve- 
and the company wants them to go 
to trained personnel Villagers 
under the.s^ circumstances may 
gang together and may refuse to 
move out of the land which they 
sold off, and the company might 
ask the police to throw out the 
illegal occupants of its property. 
The chain reaction might proceed' 
a certain number of the .state legi* 
lative assembly might ,]Lake ujj the 
cause of the villagers and then 
politics changes its level All this 
is to point out that without the ele¬ 
ment of competition, acJiievement 
or actions directed towards achiev 
ing command over property or re¬ 
sources cannot be normally taken 
as an instance of political action. 
A little thought will reveal that this 
argument is also applicable to 
Bailey’s last two propositions: 

(i) to avoid being controlled by 
others 

(ii) to retain such resources as 
they possess. 

We see, therefore, that Bailey’s 
acceptance of the action frame of 
reference and his critical concept 


of competition take us considerably 
farther in our analysis and criti¬ 
cism of his mode] of political ao 
tion than we could go guided by 
the other models discussed in this 
rejiort. The very virtues of Bailey’s 
model compel us to subject it to a 
more searching analysis and in the 
lollowing paragraphs 1 will toneh 
on one or two points. 

‘ Power Model ’ 

Bailey offers us what essentially 
IS a ‘power model’. Since a con¬ 
siderable body of literature in 
sociology and political science 
already exists on the controversial 
concept of power, Bailey could, at 
least, have taken the first steps to¬ 
wards operationalising this concept. 
He has, instead, used the concepts 
of ‘control’, ‘command’ and ‘power’ 
interchangeably and thereby has 
somewhat contused the issue. His 
proposition about ‘command over 
resources’ also lands us into seriou.- 
difficulties, bet us imagine two 
business firms competing in the 
open market by lowering the price, 
or improving the service, selling a 
better brand or through more im¬ 
pressive public relation This is 
essentially a situation in which men 
are competing for controlling more 
and more as consumers of their 
products. Will it be correct or 
analytically helpful to say that the 
two firms are in an arena of poli¬ 
tical action'? A formidable body 
ol opinion in economics and poli¬ 
tical science is likely to say no 
w'hilc if we accept Bailey’s model 
of political action it will be neces¬ 
sary to say yes. In order to intro¬ 
duce the concept of competitiort a.> 
the critical concept of a mode] for 
political action, we have to face 
the economists who after all have 
been largely responsible for deve¬ 
loping various models of competi¬ 
tive behaviour directed towards 
command over property and re¬ 
sources Only once Bailey comes 
close to facing this problem with 
his postulate of a ‘political man' 
analogous to an ‘economic man’ 
but he deals with the problem on a 
metaphorical level (pp 253-4). 

Bailey’s foui propositions include 
almost all possible cases of coinjjeti- 
tive behaviour among human be¬ 
ings : to control one another; lo 
achieve command over property anil 
resources; to avoid being controll¬ 
ed; and to retain such resource* as 
they possess Does this mean that 
all competitive behaviour no mat¬ 


ter who the participants are or what 
the goals are should be considened 
as political action ? Bailey’s modid 
suggests an affirmative answer to this 
question but he does not take a spe¬ 
cific stand on it, though obviously 
this question arises almost spontane¬ 
ously, if the basic postulates of his 
model are accepted. 

It is, however, likely that Bailey 
does not adequately realise the cri¬ 
tical significance of his concept of 
comfieiition in jiolitical action and 
the model, as it were, is really not 
so self-conscious and suggestive of 
specificity as 1 have described. I am 
led to this doubt on account of — 
one example for many —the follow¬ 
ing passage in “Tribe, Caste and 
Nation". Bailey’s description of the 
situation of ‘ dominant caste ’ here 
doe* not refer to a competitive situa¬ 
tion, and if a certain caste has the 
virtual monopoly of ‘power’, then as 
long as this monopoly lasts the units 
of the caste hierarchy are not inter¬ 
related ‘politically’ as conceptualis¬ 
ed in Bailev's model. This is due 
to the fact that in this particular 
case, Bailey is describing a situa*ion 
in which competition docs not seem 
to be a property of the relationship 
among various castes constilutinp a 
system which is dominated by ■'* 
particulai caste This i« a clear case 
of administration, a system of beha¬ 
viour which does not receive Bailey's 
attention in his formulation of a 
model for jiolilical action. Says 


j • 

” Equality of rank is so maniferdy 
fahe when applied to o caste system 
that the final atep in the argument 
19 seldom taken, and the exposition 
rent* upon a preientation of mutwl 
interdependence, and the hint that 
one caste could bring the lyitem to 
a standstill by refusing to play lU 
part. Castes do in fact use this sanc¬ 
tion to maintain their rights gainst 
the rejt. In fact, of courw, the 
tern i» held together not ™“ch by 
ties of reciprocity, but by the con¬ 
centration of force in one of 
The system works the way it do^ 
because the coercive 
in the hands of the dominant ^te. 
There is a tie of reciprocity ; but it 
M not a sanction of which the depend¬ 
ent castes can make easy use. 

" Power IS concentrated in Ae 
hands of the dominant caste. 
mam features of this system 
known and have been for many ywrs. 
The administrators who had 1° 
with the caste system. a» distinct 
from the writers who merely ‘hougM 
about it, could not afford to miM » 
important a feature a, the dom.^n^ 
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if tontnil over economic re»urc«» rmd 
it alone ha« a corporate political 
exittencr the other caste!* denve 
their living b)! a dependent relation 
ship upon the dominant ratte, and 
in themielvei they have no rorporate 
political exuteme. Their political 
relationahipi are aa individual rlientr 
of a master in the dominant caste. 
Political ties run vertically in the syi 
fem and not horizontally political 
and economic rank tends to be con¬ 
sistent with ntual rank the depend¬ 
ent caste* are not all of equal rank 
but are organized m several grades, 
and this is apparent in ritual usage 
...These are the mam features of 
caste seen as a political system" 
(p 258). 

The above description shows that 
Bailey ih dealing with an adminis¬ 
trative system in which the units 
are* in a .supeiordinate and subordi¬ 
nate vv*itenri of lelationship and, at- 
cording to Bailey’s model of politi¬ 
cal action, he is obviously not deal¬ 
ing with a political system since we 
do not have any eompctitive action. 
Still, he writes in terms of the ‘cot 
jxirale political’ existence of the 
dominant caste . then, that suboidi- 
nate caste* have no corporate poli¬ 
tical existence and, finally, then 
(referring to the subordinate castes) 
political relationships are as in¬ 
dividual clients of a ma.ster in the 
dominant caste. After arguing in 
this vein, Bailey informs us that 
the above description is an ‘abstrac¬ 
tion of a high Older' and the (iic- 
ture changes vvhen it i.s put against 
reality. The changed picture ts as 
follows : 

(In Bisipara, Bailey's village) 

“ There is not one dominani caste, 
but two castes, who stand towards 
one another not in relations of ordi¬ 
nation, but of equality as rivals Their 
mutual ritual ‘abhorrence’ symbolises 
not ordination, but equality ” (p 260). 
lAter on : 

“ I am interested in political orga 
nization, and I was able to get at 
leaat a prima facie disbnction bet¬ 
ween the segmentary political system 
of the Konds baaed on agnatic kin- 
ship, and the Oriya political system 
which is characterized by ordina¬ 
tion (p 2M). 

Thus wc see that Bailey began 
his analysis by postulating it model 
for political action as competitive 
behaviour for command and conttol 
over men, pre^rty and icsoiirces. 
He, however, ends his analysis by 
postulating two type.s of political 
system (a) segnieaia’-y, (b) based 
on ordination. But a sy-tcin based 
on ordination, insofar as the system 
is viable, does not admit of compe- 
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tilioti and hence, if Bailey's model 
for jiolitical action is to be accept¬ 
ed, a jHihtJcal system based on 
ordination is simply impossible. It, 
however, wc accept his two types 
of political system, we have to 
abandon his model of political 
action as essentially competitive 
uclion and, evidently, we shall 
have lo accept that il we talk in 
tciins of u .segmentaiy political 
system and a political system based 
on ordination, we are conceptua¬ 
lising political behaviour as some¬ 
times competitive (segmentary) 
and sometimes hierarchic (oidina- 
tion). In other words, competition 
is not a critical concept in the 
construction of a model of political 
action. What is the critical con¬ 
cept then? We return to our start¬ 
ing point What ts a political 
systemWhat is the distinctm' 
set of properties of political action’^ 
Anthrojiological studies of jioJitical 
.systems, based on thorough field¬ 
work of two full decades arc silent. 
\o, they speak in a language of 
internal .self-cancellation Tailpiece’ 
When self-cancellation comes, can 
synthesis be far behindShelley 
.sang of winter and spnng and Marx 
wrote of internal contradictions 
leading to synthesis. But the tiea- 
tive value of self-cancellution'*’ I 
do not know. 

CondasitHis 

After this facetious flight into 
poetry and dialectics — a cover 
for disappointment, jierhaps — 1 
now pass on to summarize the 
results of my ciitiral appraisal of 
the anthropological work.s on politi¬ 
cal systems in a more formal .md. 
I am afraid, in somewhat irritating 
language, 

(a) In the very fir-t sy.steinatic 
work, “African Political .Systems’’, 
need for developing a model of 
political behaviour was stressed bv 
Radcliffe-Brown on the ground that 
without such a model, not only 
analysis will suffer, but also, even 
preliminary steps in fieldwork can¬ 
not be undertaken Without a 
model of political behaviour, we 
simply cannot know the significant 
relevant questions that we, have to 
ask ourselves during fieldwork 
which, after all, is undertaken to 
collect data to answer certain ques¬ 
tions. This advice of Radcliffe- 
Brown, the soundest point of liis 
introduction to “African Political 


Systems % tgppears to have been 
largely. ignored by subsequent stud¬ 
ents. Construction of model has been 
generally taken as a ntual act and 
Its basic and critical methodological 
lole has not been realised. This 
fact has liberated most anthro¬ 
pologists from deliberate, explicit 
and rigorous efforts that arc neces¬ 
sary for concept-formation and has 
given them an inordinate respect 
lor fieid-work, the mystique of 
contemporary anthropology. Il 
does not seem to be necessary so 
much as to pause and ask: Field¬ 
work, cerUinJy — but on what? - 

(b) The most confused thoughts 
of Radcliffe-Brown, embodied in 
the particular model of political 
behaviour propounded in “ African 
Political Systems ”, have, however, 
been a great fertilizer in research, 
producing, of course, theoreticaliy 
and conceptually, their own kind 
RadcJiffe-Brown’s model could not 
draw the distinction among govern¬ 
ment, political action and adminis¬ 
tration and. therefore, could not 
conceptualise their interrelation 
M G Smith’s classic paper cleailv 
•liagnosed the malady which wn* 
iioimd to develop due to this iiiade- 
qiiaie conceptualisation. He alst 
showed that the malady was infec- 
t'oiis. Among other thi'-igi, ji preven¬ 
ted the development of seginentaiv 
theory in the context of political 
action, and even 18 years after 
Rddcliffe-Brown's formulation, we 
find the infection very much pie 
sent in “ Tubes without Ruleis “ 
and m.iny intervening works.- 

(c) One reason that I can offet 
for thi.s <itate of affairs is that there 
IS a general mood in anthropologi¬ 
cal thinking, particularly, in an¬ 
thropological studies on political 
systems, which weakens the willing¬ 
ness to take a specific stand on 
theoretical and conceptual pro¬ 
blems and prevents the growth of 
awareness of the need for building 
one’s ideas on the foundation of a 
critical appraisal of earlier works 
on a theoretical and conceptual 
level. I gave quite a few examples 
of this mood. In anthropological 
works, reference, no doubt, is 
made to earlier works and there is 
generally a bibliography at the end 
of each paper or book which 
anthropologists publish on political 
svstems But reference is one 
•hing and creative, theoretical and 




cooic^nBl uiie Hi «Kr>iHnr 
awiniiis^on ol tbeir «ciiiev(»lent8, 
rnaiisatien of the reaaom behind 
theJr failure and further work 

hashed on knowledge of both of 
them are, indeed, quite another 

matter. 

(d) Does this mean that ‘anthro¬ 
pological' studies on political 

systems add nothing new to our 
knowledge? The answer is a de¬ 
finite no so far as knowledge here 
means conceptual precision, theore¬ 
tical formulations or even tei- 

minological agreement. Differences 
among students here are indications 
of a kind of sterility and not of 
conditions of possible creativity. 
Rut if we take everything new as 
an addition to knowledge, then, of 
(ourse, these studies have a posi¬ 
tive value. They have, after all, 
produced quite a mass of ‘facts’ on 
A number of culture and societies 
which earlier were unknown or 
inadequately known, to conven¬ 
tional students of economics, poli¬ 
tical systeni.s, law and so forth. 

(e) This analysis was a seuicli 
for an ‘anthropological’ approach 
to the study of political systems, 
an approach denied to political 
scientists. I failed to discover any¬ 
thing of the kind on a theoretical 
or conceptual level. One might 
object to this and say that anthro¬ 
pologists study a political system 
III Its relations to other systems of 
behaviour. This would he a sound 
aigiiment if anthiopologists could 
deal I y say what they mean by a 
political system In view of their 
inability heie, this argument is an 
indication of a very laudable ambi¬ 
tion which, however, is still far from 
actual achievement. As a last re¬ 
port, fieldwork might be pleaded as 
the distinctive feature of the ‘an¬ 
thropological’ approach. To my 
mind, stress on fieldwork during 
Malinowski’s times wa« very neces¬ 
sary as a reaction to the enthusiasm 
of the stalwarts of the school of 
iinilineal evolution; but it has now, 
more or less, become the accepted 
method, where possible, for collec¬ 
tion of data, in all social sciences. 
Some branches of knowledge with a 
heavy hangover of speculative 
traditions, for instance economics 
and political science, may per¬ 
haps have to learn a lot from 
anthropologists so far aiS fieldwork, 
as such, 18 concerned. But only 
fieldwork is not anthropology, what¬ 


ever be the way in which 
anffiropology is defined. Since 
fiddwt^ is now gradually being 
adopted by others, we might, per¬ 
haps, console ourselves with the 
thought that the ‘anthropological’ 
approach is spreading. If we ac¬ 
cept this consolation, we are on 
the way to admit that ‘ahthfo- 
pological approach’ will soon 
cease to have anything ‘anthro¬ 
pological’ about it and will be 


called ‘fieldwork’ th^lh 

who uae it. The ^anthropological 
approach’, as tqiplied to the study 
of political systems can be con¬ 
ceptually considered to he different 
from the approach of political 
science, if this difference can be 
shown to die credit of anthropology 
in praitice. This being not possi¬ 
ble at the moment, ‘anthropological 
approach’ towards political system 
remains a fruitless article of faith. 
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Compulsory Savings and Economic Development 


Ramgopal Aganvala 


U'hde tfie haste idea behind the Compulwry DepotUs Scheme is no doubt sound, the scheme as it has 
been formulated is nest at alt suited l-o the requirements of long-term economic growth. 

The principal objeitum agiunst the scheme is that the deposUs are for a period of only five years, 
tuen if the scheme is continued beyond five years, the receipts from it will roughly balance the re-payment 
of old deposits 

The scheme would have been more effective if the deposits had been made repayable after a longer 
period, say, 15 ymn Further, (ould not the dejxtsits hr paid bach in the form of equity shares in public 
sector enterprises ? 


'I’HE iiiihic idea brhind the ( oin- 
puliwny Df'ponils Srlicrnv. in 
our pn’Nfnt lontcxt, in quite nouiid 
Indeed, I believe that the ajipJica- 
tiori of thit idea in Home nullable 
wav piovidf'H the best nuearis of 
achipvifif! rapid eronomii develop¬ 
ment without allowing the inequa¬ 
lities of iruorne and wealth to glow 
rajudly For meeting the two-fold 
requirementf' of defence and de\e- 
lopmeiit. the public munt he niadi- 
to save mom, and if thin ih to he 
done by taxation, oi iiiHulionai) 
credit, tl IS likely to ititreane me- 
qualities* of iiicom*' and/or affect 
incentiveH adverwh A nchenic 
for bortowing (either voJiinlarv ot 
eom|)ulHory) muy be hetler in both 
tliPHe respects in ho fat us it allows 
the savers to retain the proprietory 
rights in the funds that they are 
made to save*. 

Insiiiluhle Form 

However, the form jit which the 
present (’orapiiIsoi\ Deposit Scheme 
has been pmpared is not at all 
suitable from llie point <if Mew of 
long-term econoinu giowth Tlie.se 
depo.stts are said to he lepav.ihlc 
after five years. After five vears 
wo shall lie in the middle of the. 
Fourth Five Yeai Finn which is 
likely to he ‘amhitious’ mid to con¬ 
tain considerable inflationary |K'ten- 
tial for the economy. INow if the 
CDS i.s to he discontinued .iftei 
five yeais and the entire deposits 
repaid at once it will tnciease 
considerably the danger of inflation. 
Even if the repayments are made in 
five annual instalments, it will add 
to a certain extent to the inflationary 
pressure. Again, if the Scheme is 
continued after five \eais. the re¬ 
ceipts on this account will loiighiv 
balance the payments of the old 
defKisils (the difference bet ween 
them because of the iuerea.«e in 
income over the period being rather 

1896 


nrgllgihle) And it is difficult to 
justify the intioduction of such a 
(ompliralej scheme inyolvmg so 
mucii of administrative and politi¬ 
cal difficulties for such a short-run 
benefit The impoitant jMiint is 
that the C D S will be heljifiil only 
if these loans aie (a) of long- 
maturity and (h) non-negotiahle, 
ns fai as jiraelicahle. The piesenl 
scheme satisfies the ciiterion of 
non-negolinhihty hut it is not of 
siifficirntly long maturity 

<.i>mpulRorv Insurance 

The above argument suggests 
that the deletei lolls effects of the 
jyresent scheme could he leduced to 
a certain extent if the deposits aie 
made repayable aftei. say, 15 
years by which time, many of our 
projects may he expected to pio- 
dure tesults. Howevei. it will he 
better to exjdore the jio.ssibilities of 
lejiaying these debts in the foim 
of the equities of public sectoi 
cnler|iiisps This may he nunc 
acceptable to the public in so far as 
It minces the datiRei of the ei osion 
of the real value of loans as a lesult 
of rising priccss, and it niav also 
introduce the mgentlv neressmy 
sense of economic calculation in 
the manageineni of pnhiic sector 
eiiterpri.ses. 

Apart fioni the aho\c. it niiiv he 
silggi'Sted that the value of c otnnii] 
sorv savings scheme he enhaiucd by 
a .suitable combination of the- follow¬ 
ing methods: (a) make life insii- 
lance compiilsoiy for all manled 
persons with incomes above a eei- 
fain limit, lb) encourage schemes 
of bonus shares in public liiniled 
companies. 

The scheme for compulsory life- 
insuranri' will haw the yiiliie of 
long maturity If the ayeraue age 
of marriage may he assumed to he 
20 and the expectation of life at 


20 is 45, we may well intioduce a 
scheme of 40 years’ maturity. No 
big lepayment problem will have 
to be fared in 40 years and the 
annual rejiayments falling due will 
be lather small In this case, of 
romsp, the net additions to the 
volume of savings because of the 
jiavment of premiums will not be 
vpiy great after 40 years; but by 
tills lime we could be expected to 
have overcome the problems of 
initial shortages In addition to 
this lh«’ scheme- would serve an im- 
jioitani humanitarian purpose bv 
providing for the maintenance of 
the widows and of c-hildren of a 
ccitain section of the population at 
least Further, u would serve as a 
lemtnder of the responsibility of 
marriage and may act as a deter¬ 
ment to early maiiiages, and thus 
help in birth control to a certain 
extent 

Bonus Shares in Public Finterprises 

It inav be aiigucd that many 
jieojile are already having -life- 
insurancr policies and the increase 
in savings by making it compulsory 
will not he great. But the answer 
is that llieie IS actually consider¬ 
able seojie foi extension of the 
sclieme -to ' low-iniddle class and 
low income groiins; and also that 
iheie IS always the possibility of 
incieasiiig il in depth i e increase 
the rate of premium and accord¬ 
ingly the value of the jjoiicies. 

Foi workers and salary-earners 
in public limited companies, it may 
also he useful to explore the possi¬ 
bilities of extending the scope of 

* For details of this argument see my 
aiticle “Economic Development with¬ 
out Increasing Inequility”, The Eco¬ 
nomic WeeHyi November 4, 1961 

Also Hugh T Patricks’ cnticisms 
of my article in the issue of April 28, 
1962. and my reply in that of July 
7, 1962. 





,rWV , -. . 

i««iHti&l ’>M|>^ to''*tfi» inlKiiiiiiiii, ' 
it is ^esiiubk to allow for overtime 
work and progressive pie« rate 
systeiift <A payments wherever poasi' 
ble. Now il thwe are paid in cadi, 
the possibility of increasing invest¬ 
ment will be reduced to a certain 
extent. A sch«ne of bonus shares 
while providing the incentive for 
better work will not add to the 
inflationary pressure. Apart from 


Ibis, thIS; ’MppMsnt 

tiliateges In inmistrlal relatiotill . in 
the long'run. This will extend 
ownership amongst the workers 
and create a sense of proprietory 
interest in the Arms and thus ac; 
as an incentive to greater produc¬ 
tivity and more peacefnl industrial 
relations. The schemes of worket^s 
participation in management and 
profit sharing by workers will get 
an automatic and strong sanctioh. 


B^itess Not«i 

Tata Engineering and Locomotive Co 

the Annual Report of Tata 1962-63. Owing to the excellence 
^ Engineering »n^ locomotive of the vdiicles, the bulk of thC fiat* 
Co for the year ended March 31, put was allocated to Government. 
1963 bears the impact of the natio- In the engineering division, produc- 
.,«! in several respects, lion of steam locomotives was 


the Annual Report trf Tata 
* Engineering and Locomotive 
Co for the year ended March 31, 
1963. bears the impact of the natio¬ 
nal emergency in several respects. 
First, even with a rise in the sales 
turnover, excluding excise duties, 
by about Rs 2 crorcs, the profit 
turned out to be less by Rs 35 
lakhs, due to (i) delay in Govern¬ 
ment’s sanctioning an increase in 
selling prices of diesel vehicles to 
compensate increased custom duties 
and higher cost of imported com¬ 
ponents, (ii) special rebate on 
vehicles supplied to defence ser¬ 
vices, and (iii) new SPT levy of 
Rs 23.30 lakhs. Second, shorta^ 
of essential materials and fo^gn 
exchange affected output which 
otherwise would have been still 
larger. 'Hiird, in view of the in¬ 
creased demand for tiie Con^any’s 
vehicles for defence purpose#, Go¬ 
vernment has, in revision of its 
previous suggestion, now desired the 
Company to go ahead and imple'* 
menl the second stage of expansion 
for increasing the output capacity 
of Tata Mercedes-Benz from 18,(W 
to 24,000 vehicles a year, for which 
the Company Is now submitting a 
second applicatUm to A 1 D for « 
further loan to cover foreign ex¬ 
change requirements. Fourth, as a 
result of reservation of about 80 
per cent of the output to Govern¬ 
ment, the reduced allotment to non- 
defence purposes is affecting the 
dealer organisation, and spare parts 
availability pontion. 

Efforts were ma^ during the 
year to increase the in^geaous con¬ 
tent of Ac ydblkile# to 90 p c. 
RtodumiMk In die Urtuntdrile divi¬ 
sion was sat^etoity auid«iuiput of 
diesel vehicles rose from 12,100 
vehicles in llMl-62 to 12,200 in 


carried out according to schedule 
and the number of w^cles deliver¬ 
ed during the year was 93 With the 
indigenous content as high as 98 
per cent. However with reduced 
orders on hand, a part d the capa¬ 
city released will be effectively 
utilised for the production of ex¬ 
cavators and industrial shunters. 
Demand for dtesel industrial riiun- 
ters continued to be good and 11 
shunters with an indigenous con¬ 
tent of about 80 p c were delivered 
during the year. The demand for 
Tata —: P & H earth moving equip¬ 
ment increased substantially and 
the Company is now licenced to 
double its output. The paper and 
pulp machinery project did not 
midee expected progress. In the 
foundries division, operations in 
the steel foundry were interrupted 
by power shortages, but the planned 
output of steel castings was main¬ 
tained. Besides supplying qiecui 
alloy steel castings for the manu¬ 
facture of excavators, some high 
quality steel castings were also ex¬ 
ported. 


^ I R tato, in Iris etUewbiti 
attached to the Oireeton’ Report, 
has brought into focus some of itlie 
material facts concetnii^ die pm- 
sent ■ working. and futum proqiects ^ 
of the Company. In spite of the 
shortage of steel, particularly flat 
products and ^mciaU, the turnover 
was about Spe higher than in the 
previous year. The establishment of 
production of excavators and diesel 
shunters has helped to diversify the 
range of products manufactured. 
But for the shoru^ of essential 
steels, the output would have been 
appreciably higher. For inqiie- 
mehting m second stage of expan-' 
siem programme which is now ac¬ 
celerated at the instance of Govern¬ 
ment, to increase the output of 
TMB vehicles, die rupee finance 
required will be raised in an ap¬ 
propriate manner and is now unwr 
the consideration of the Directors. 

Shri Tata has stressed the need 
for additional foreign exchange for 
import of raw materials and com¬ 
ponents without which, he says, the 
present enhanced rate of outout by 
additional shifts and overtime 
working cannot be sustained, He 
has also drawn attention to the fact, 
that owing to the diversion of out¬ 
put to meet defence needs, the 
commercial vehicle target for the 
Third Plan whiidi has been aet at 
60,000 by 1965-66 will not be at¬ 
tained. Want of capacity with the 
main manufacturers and the com¬ 
ponents’ industry will also account 
for the short-fall. 


i, but the planned Turning to the engineering divi< 
stings was main- sion where ptogreaa is handicapped, 
supplying qieoui mainly by non-availability of the 
8 for the manu* required types of steel, Mr Tata 

itors, some high expressed the view that the uncer- 

igs were also ex- tainties created by the material 
shortages result in processing of 

Tata Engijieeiins and Locomotive Co 

(Rt Lakhs) 



1962-63 

1961-62 

1960-61 

1959.60 

1958.59 

Sales {excluding excise duly) 
Income before taxes it 

- 3989 

3793 

3427 

2803 

2645 

Reserves 

327 

378 

313 

222 

154 

Net profit before reserves 

143 

190 

(Rs) 

191 

128 

141 

Earnings per ordv t.hare 

16.63 

22.97 

22.58 

15 03 

24.44 

Dividend per ordv share 

14.50 

14.50 

J4.30 

12.50 

9.00 

Retained earnings per 


. 2.83 

8.29 

8.08 

2.53 

15.44 

Book value per ordy share 
after excluding allocation 

to dividend reserve 

141 

138 

130 

122 

119 











YEARS OF NEW HEAOfNQS 


New compass settings for new routes. New schedules signifying 
quicker journeys. New aircraft flying you at new heights of comfort. 
,10 years of heading towards broader horizons since 1953 when 
eight different airlines wore merged to form lAC. 10 years of steady 
growth, of careful planning which have led to better air travel-— 
symbolised above all, by the Caravelle, with its rear mounted jet 
engines, shortly to fly in Indian skies.' 


Giva 

Ganeroualy 
to the 
National 
Oaftnce 
Fund 












une^mtami^ 

ing, W labcmr proii|fd|i%4^ 

lo^-up of 

gress. Ail yu^^liiwcifent opera¬ 
tions inevitai^jr raise costs and lead 
to wastage of production facilities. 

As for wev proje^, the 'Piainnan 
states tlm although having regard 
to the finiwcial and managerial re¬ 
sources, it will not be aicktsable for 
the Company to take up any new 
ventures which might affect djfe 
tasks already cdounitted, (he Com¬ 
pany as an exception will go ahead 
with the project to Set up a plant 
in collaboration with a Cennan 
firm for the production <rf press 
tools, dyes and produdtjpn devices 
needed by the repetitive engineering 
industry. This project, according 
lo Shri Tata, will, apart from sav¬ 
ing and earning foreign exchange, 
develop skills and techniques. 

The operations of the Company 
for the year to March 1963 reveal 
that sales and other incomes were 
up by about Rs 2.12 crores at Rs 
44.36 crores, i e by 5 p c, while 
profits before taxe.s and allocations 
declined by 13.2 p c from Rs 3.78 
crores to Rs 3.28 crores. Costs of 
operations went up bg Rs 2.6Sf 
crores with rise in raw materials, 
components, salaries ynd wages, 
manufacturing, adminii^isation kppd 
selling, and interest chargfNk Jfaxft- 
tion provision and develc^ment, re¬ 
bate reserve have absorbed Rs 2.12 
crores as against Rs 2.28 crores in 
the previou.s year. The balance of 
profit has thus amounted to Rs 
115.53 lakhs compared with Rs 
150.47 lakhs. Adding the previous 
year’s balance of Rs 3.62 lakhs and 
transferring Rs 6 laldts from Cene- 
ral Reserve No 1, the tfmount'BVall- 
able for disposal is jraised to 
Rs 125.15 lakhs (Rs l^M^lsdcfas). 
The transfer from Gencrai Reserve 
No 1 is necessary owing to the in¬ 
adequacy of the year’s profit to 
maintain last year’s divideticL A 
sum of Rs 125 lakhs is transferred 
lo Dividend Reserve (leaving Rs 
14,962 to be carried to the next 
account) and from the Dividend 
Reaarve, the Directoi<i; have recom¬ 
mended the payment of a prefere¬ 
nce dividend at Rs 5.55 per share 
of Rs 100, subject to tax, (total di¬ 
vidend Rs 8,32,500 .)m^ ordina¬ 
ry ‘dividqod ,)fi|i;, #» 

in last year) per' snare oC Rs 100 
(Rs 10.15 p c free of tax, being 
subject to relief under Sec 84 


the’ Inomne-Un Act) absoriliqg |U 

GALES of products ftfotal Box 
Co of India during year 
ended March 31, ^963 inciiN^ed by 
Rs 136.89 lakhs to Rs 1208.33 
lakhs, i e, by about 13 p o',' Profit 
after depreciation but taXaF 

tion has increased by Rs lakhs 
to Rs 123.60 lak^hs, but the profit 
ntargln has dlightly gone* doi^ 
from 10.6 p c to 10.2 p c. Provi¬ 
sion for taxation is maM at Rs 79 
lakhs which is Rs 21 lakhs more 
than in Uie previous year. The pro¬ 
fit after tax is however lower at 
Rs 44.60 lakhs as compared to Rs 
55.65 Lakhs in the previous year 
showing a reduction of about 20 
p c Including a balance as per 
last account of Rs 29.83 lakhs, the 
amount available for disposal 
aggregating to Rs 74.48 lakhs has 


fapMoprkted tb't 

Rebate nes^e to the ^extent’ el Ra 
2.S0 lakhs (Rs 4.20 laldu), to 
General Reserve Rs 39.50 lahhe 
(Rs 10.00 lakhs), dividend on fUtH 
ieience Stares (at '6 p d eubject to 
deduction of tax) Rs 1.50 lal^ 
(Rs 1.60 lakhs), dividend on equity 
shares Rs 30.59 lakhs (Rs 40.23 
lakhs) at the rate of Rs 1.90 per 
share (inclusive of the interim 
dividend of Rs 0.90) subject* to 
deduction of income-tax and' super¬ 
tax. Net earnings per preference 
share works out to Rs 148.6 per 
share and net earnii^ per ardiporv 
^bare to Rs 2.68. Thus the prefer* 
enost dividend is covered 24.7 times 
and the ordinary- dividend 1.41 
times. At the current quotation 
of about Rs 49.87 per share, the 
equity yields 3 9 per cent. 

In his review of the Company's 
alfam, the Chairman states that 


Small Industrialists 

ENU8T WITH THE SMALL INDUSTRIES SERVICE ‘ 
INSTITUTES OF YOUR STATE FOR ASSISTANCE 

IN 

GOVERNiVffiNr’S STORES PURCHASE PROGRAMMi; 

Puichases l*y the D. C. S. & D. from small industries sponsored, 
under this programme amounted to Rs 15 crores during 1962-63 and 
are steadily increasing. 


unit. 


If our firm can take advantage o! this scheme if it is an enlisted' 

Ittf 

For assistance in enlistment and information on : — 

* Items rcMirved by the DGfi A D for exclusive proenremeni 
from small scale industries 

* Items which cun be produced by small scale units and which 
are in repetitive demand 

* .Spevificatiuns/drawinss for these items 
Contact the nearest office of the : 

Direotom^ of IndustHos 
SDiaR IndufttiSw Rervioe institote 
Nfttfonal, Small'^bidiiMHeei Cwpewtioii 

Issued by' file'. O^fyetopineiit Commissioner, Small Scale Industries, 
Government of India, Udyog Bhavan, New Delhi. 
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many of the adverse features which 
ouuied the Company’s operations 
diiriog the earlier pan of the year 
gave way to a new impetus under 
the shock of emergency resulting 
in increased producdous and demand 
lor the Company’s products. Dined 
drdence supplies will form a sub- 
itantial part of the Company’s acti¬ 
vity during the year. Sales of 
non-tinplate products are increas¬ 
ing, making up about 25 p c of the 
total sales. 

Brno Trade Fair 

(CZECHOSLOVAKIA’S annual In¬ 
ternational Trade Fair will he 
held at Brno from September 8 to 
22, The main emphasis at this year's 
Fair will be on the following exhi¬ 
bition groups. 

Chipping machine tools, forming 
machines and attachments. 

Machinery and equipment for the 
chemical industry. 

Transport engineering, building 
and road-building machines, 
interplant transport. 

Agricultural machines and equip¬ 
ment. 

Exhibitors from a large number 
of countries will take part in the 
Brno Fair. They will display their 
products in individual expositions 
arranged according to industrial 
branoies and trade sections and 
also set up their own information 
stands in the Pavilion of Nations. 

A scientific-technical event of top 
importance preceding the Fair will 
be the Thirtieth International 
Foundry Gmgress to be held in 
Prague from September 2 to 6. The 
Congreas is oijganised hy the Czec¬ 
hoslovak Scientific-Technical Society 
in cooperation with the Trade Union 
of Engineering Workers. 

Besides the Foundry Congress, 
the Czechoslovak Scientific-Technical 
Society will organise, within the 
frameworic of the Brno Fair, eight 
specialists’ days of new technology 
and two scientific symjosia with 
international participation. 





The Stite Bank of India, through iti many branches. It ready 
to offer help and advice to small Industrlallats In need of a loan. 
Please cal! on the Agent of the branch In your town for full 
particulars. 


Money Mnricet 

Tbnniiay’, Morning. 
the inter-bank call money rate 
which fell to 0.75 per cent on 
July 5, continued unclv»nged until 
July 22, on which day it spurted 
I, to 3.5 pc owing to some demand 

ft - 



STATE BANK OP INDIA 

INDIA'S LEADING BANK 




lol ' for 

new Gevemmeot loans, w tebiji pi iu ,.. 


new 

ed m that day, 31te ncn^ninin.' eeai>' 
neei w» met surpii^b^ in view d 
the hitr^ during the past 

several #eehs as reSected by the 
riri^‘ depesits of banks ^d deoliih 
itig bank Credit. The spun of July 
22 , ;however, proved temporary as 
from the next day the rate began 
to decline again to settle at 1 p c 
from July 26., This confirms the 
comfortable money supply with the 
banks despUt the loan subscriptions. 
During the week ended July 19, ag¬ 
gregate deposits of scheduled banks 
went up by Rs 26 crorea/while 
hank credit fell by Rs 13 crores, 
and the steady increase in the gap 
between the two has brought down 
the credit-deposit ratio to 68 84 pc 
on July 19 from 74.34 pc on June 
7. 

Aoiording to the latest statement 
of the Reserve Bank of India for 
the week-ended July 26, notes in 
circulaition contracted further by 
about Rs 29 crores. The continued 
decline in notes in circulation de¬ 
spite the issue of Central loans 
would appear to indicate that aubs- 




d0ptW‘ lb' tl»’ fbana ’hart 
any spac^ prauure on funds. ' 
contractsMi! 4n nohw hat enablsd the 
Reserve 'Rank to transfer Rs 25 
crores of rupee securities from the 
Issue department to the Ranking 
department. Central Government 
balances with the Reserve Baidt have 
shot up by Rs 94 crores.' owing 
mostly to receipt of loan anbscrip- 
tion. The fall of Rs 26 enwes in 
deposits of scheduled banks with the 
Reserve Bank also indicate diver-' 
sion of the banks* funds to the 
Government loans. That the sche¬ 
duled banks’ resoi|rces have increas¬ 
ed further during the Week is evid¬ 
ent from the repayment of their 
borrowings from jthe Reserve Bank 
to the extent pf about Rs 12 crores. 

A Reserve Bank press note an¬ 
nounces that the total subscriptions 
to the further tranche of 4 p c 1969 
Loan, and the pc 1973 Loan 
amounted to Rs 226.17 crores 
(against Rs 225 Snores invited) of 
which conversions amounted to Rs 
19.14 crores. The■4 pc 1969 fetch¬ 
ed Rs 11717 erpree while the 4J 
p c 1973 yielded Rs 109 crores. The 
closing of the list a day earlier than 


'ttoilfiied .would appear to indicatie 
that the responoe was quite good, 
although there was clearly no rush 
for the loans. According to repottSr 
major subscriptions came from the 
Lie, State Bank, and Reserve Bank 
while commercial banks’ offtake 
.was comparatively small. 

Despite the absorption of funth by 
the Central Loans, the general buo¬ 
yancy in the gilt-edged market con¬ 
tinues owing to the interest exhibit¬ 
ed by the institutional investors and 
commercial banks, attracted by high, 
er yields, particularly in sqme loans, 
a| for instance in the 3 pc 1970- 
75 which was outstanding, rising 
from Rs 87.55 to Rs 88.25 within 
a fortnight. The new 4 p c 1969 
began to ease off from the issue 
price of Rs 99.50 probably due to 
stag selling, but recovered later due 
to support. 

Around Bombay Maritete" 

As our Market Correspondent is 
indisposed, “Around Bombay Mar¬ 
kets’’ Hoes not appear this week. 

— Ed. 


n 
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Helpling the plans 

Saving! or spending—do it through 
a Bank and help us increasingly to 
serve |rou and the National Plans. 



tv Oflfice — Sir PUrea^huli Mdtu BomI 
Ahmeslabad Office — 13. Relief Road, Kaiupur 
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CURRiNT STATISTICS 


BANKING RETUBNS 




(Rt crorss) 



lUMerve Bank 

#Dly 26 

July 19 

June 28 

JtneSOi 

'82 

1 

Note circulation 

2208 91 

2237.68 

225060 

2076.68 

2 

Rupee coin 

120.08 

117 48 

116 32 

116.24 

3 

De posits 

(a) Central Govt 

149.27 

64 95 

66.07 

53.36 


(b) Other Govts 

9.11 

15.82 

14.49 

25.49 


(c) Banka 

86.87 

112 07 

101.69 

98.70 


(d) Others 

209.63 

207.05 

156 49 

140 65 

4 

Foreign securhtea 

96 26 

96 26 

90.83 

0168 

fi 

Balance abroad 

&.&6 

6 20 

6 61 

5.64 

6 

Rupee Bcuruiea 

1901.31 

1026 31 

1066.70 

1794 31 

7 

Investments 

331 56 

31817 

272.80 

282.27 

8 

Loans and advances 





to OoVlB 

56 33 

60 84 

58.11 

34.89 

9 

Other loans and 
advances 

129.70 

123 51 

141.67 

134.93 

Sch«>dalA<l Bankii 

July 19 

Jtdy 12 

June 21 

June 22, 
’62 

1 

Aggregate 
deposits (net) 

2180 07 

2154 44 

2123.28 

2028.49 


Demand (net) 

92016 

009 60 

804.67 

789.31 


Time (net) 

1259.92 

1244.85 

1228.71 

1230 18 

2 

Cash in hand 

52 06 

53 46 

63.57 

49.05 

3 

BsUance with 
Reserve Bank 

103.32 

87.20 

85.00 

102 65 

4 

(2) + (3) as"/,, 

Of (1) 

7.13 

653 

6.53 

7.48 

S 

Borrowings from 
Reserve Bank 

0,47 

1.57 

1.36 

063 


(a) Against usance 





bills and/or pro- 





missory notes 

0.09 

0.94 

0 46 

0.22 


(b) Others 

0.38 

0.63 

0.90 

0.41 

6 

Advances 

1287 54 

1303.95 

1304.70 

1227.26 


(a) State Bank 

252 83 

256.25 

262.26 

273.07 


(b) Others 

1034 71 

1047 70 

1042 45 

95419 

7 

Bills discounted 
(a) Inland 

160.98 

158.33 

170.39 

123.01 


(b) Foreign 

52.14 

51.51 

48.81 

44 73 


(c) Total 

213.12 

209 84 

219.20 

187.74 


(1) State Bank 16 46 

17 18 

17.06 

16 54 


(11) Others 

196.66 

192.66 

202 14 

15L20 

8 

(8) + (7) a8% 

Of (1) 

68.84 

70.26 

71.77 

68 77' 

0 

Investment In 

Govt Securities 

697 08 

60103 

642.82 

620.03 

10 

(9) as % of (1) 

31.98 

32 07 

30.27 

30.57 


Bombay Money Rate* 



July 19 

July 12 

June 21 

June 22, 
'62 

Call money 

from Banks 

OSO 

060 

100 

1.71 

Deposits 

Seven days 

3.00 

300 

3.00 

271 

Three months 

— 

— 

3.50 

3.60 

Six months 

3.76 

3.76 

3.76 

3.75 




INDEX NUMBER OF WafflLESALE PRICES 

{Bait: I952-J3=100) 

MONTHLY AVBRAOBS 


June 1063 

May 1963 

Jane 1962 

Food Arttctes 

184.8 

18L5 

1266 

Cereals 

1121 

109.9 

105.0 

Pulses 

108 5 

• 106.2 

1026 

Fruits & Vegetables 

139.2 

140.9 

142.0 

Milk & Ghee 

130.9 

127.2 

128.7 

Edible oils 

150.9 

147.3 

1626 

Fish, Eggs ft Meat 

147JI 

144.9 

141.4 

Sugar ft Gur 

187.9 

173.8 

138.9 

Others 

178.9 

178.8 

170.S 

Liquor and Tobacco 

119.2 

118.4 

99.7 

Tobacco 

116.3 

115.4 

96.2 

Fuel, Power, Light ft 
Lubricants 

187.1 

136.9 

1286 

Industrial Raw Materials 

188.7 

1876 

186.1 

Fibres 

133.6 

134.4 

127.3 

Oilseeds 

152.4 

148.2 

151.6 

Minerals 

93.4 

93.4 

93.6 

Others 

125 2 

125.4 

126.7 

Manufactures 

180.5 

1S0.7 

128.6 

Intermediate Products 

189.0 

138.6 

139.5 

Finished Products 

129.1 

129.4 

127.2 

Textiles 

127 2 

127.7 

126.9 

Cotton 

135.3 

135.0 

129.5 

Jute 

101.3 

102.7 

118.1 

Woollen 

142.7 

142.4 

1416 

Silk ft Rayon 

136.9 

140.2 

129.1 

Metal products 

161.5 

161.2 

160.3 

Chemicals 

127 3 

117.4 

113.8 

Oil cakes 

166.5 

164.8 

164.7 

Machinery ft Transport 
Equipment 

123 2 

123 3 

117.8 

Others 

128.1 

127.9 

125.2 

All Commodities 

183.9 

139.1 
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INDIA’S FOREIGN EXCHANGE RESERVES 

{Rs Lakhs) 


End of 


Amount 

Variations over 
the previous 
year/raonth 

1963 

May 

306,39 

+ 11,65 


Apr 

294,70 

—4't) 


Mar 

259,09 

+ 16,58 

1962 

Dec 

243,60 

+ 3,88 


May 

250,37 

—23,83 

1961-62 


297,31 

— 6,30 

1960-61 


303,61 

—59,26 

1 gig-60 


362,87 

—16,05 

1958-59 


378,92 

—42,30 

1957-58 


421.22 

—259,88 

1956-57 


681,10 

—143,51 

SiMtrce I 

Reserve 

Bank ef India. 


COAL PRODUCTION AND DESPATCHES 


(MonthlT’ Averages or Calendar Months) 

(’000 Ai'^trtc Tans) 


1963 

Mar 

Rtiiings 

5,810 

Despatches 

5,230 

Stacks at 
pit head 



5,643 

4,733 


1962: 

Jan 

5,840 

5,010 

3,761 

Mar 

5,190 

4,576 

3,767 

1962 


5,130 

4,'573 ' 

3,483 

1961 

' 

4,675 

4,190 

3,290 

1960 


4,384 

3,860 

3,458 

1956 


3,338 ' 

2,959 

2.810 

1951 

Ministry 

2,913 

2,473 

2.824 

Source 

of Mines and Fuel, 

Government of India. 
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National Plan 'O^ficatea 
12 yean 
10 years 

Annuity Certificates 
(15 years) 

Cumulative Time Dopottt 
5 years 
10 years 

Post Office Savings 
Bank Deposits 
Cash Certificates, Defence 
Savings Certificates and 
Defence Savings Bank 
Deposits 
Treasury 

10 years Deposit (34%) 
Savings Certificates (4%) 

Note Annual figures relate 
Source 1 Accountant General, 


'<) O' 


196i^fi2 

Tetol 





0 

"4^" 

' O 

a. 

<• O 

Ri^," 

O 

, R 

0 

.y'. 

-4p*ae 

■ 

f (U fa 

1“'' . 
r,'.' 

46,03 

A 

939.83 

" '«b 

333.88' 

939,85 

59 

34148 

8724»: 

88V 

1 . > * 



■ i,9» / 



— 

1,39 

— 

U9, 


, 4?38 

— 

48,48 

— 

69,07 

•— 

48,46 

— 

65,32 

■■ml 

■ 


■368.44 

5.5j| 

355,31 

42,15 

368,44 

79,81 

347,96 

-i. 



16,23 


, 17.28 

— 

16,23 

— 

17,91. 

i 

3.63 

3 

3il3 

3 

3,69 

50 

4.3,83 

49 

3,63' 

42 


5t 

7134 

26 

4.38 

3,78 

7,54 

2.33 

3,96 


• 3# 

a 

3,34 

H 

2,17 

1,65 

3.54 

1,01 

1.91 

— 

— 

348,64 

16,89 

339.57 

236,66 

346,64 

241,05 

347,90 


-42,66 


-42,63 

— 

‘I42.il 

— 

-42,63 

— 

•42,48, 


19,90 


20,38 

_ 

26,11 

_ 

20,38 

_ 

27,58 

’m- 

60,66 

— 

60.76 

92 

55,69 

7.32 

60,70 

16,79 

33.35 


19,37 

■— 60,62 

to the year beginning April. R — Receipts; O 
Posts and Telegraphs Department, Government of 


= Outstandings. 

India, and Reserve Bank of India, 


INDUSTRIAL FINANCE CORPORATION 
Liabilitiet and Aageta 


(Rs Ukhs) 



Figures 

for the 

last Friday 

of 


May '63 April '63 

Mar ’63 May ’62 

Liabilitiee 

Reserve funds 

2.22 

2.22 

2,22 

1.75 

Reeerve for doubtful 
assets 

14 

14 

14 

14 

Provision for taxation 

59 

59 

59 

39 

Bonds and debentures 

28.24 

28.24 

28.24 

22,24 

Borrovnngs 

26,38 

25.07 

24,85 

17,89 

(i) From RBI 

1,12 

—- 

— 

— 

(ii) From Govt 

23,75 

23,75 

23,75 

l7;75 

(ill) In foreign 

currency 

1,51 

1,32 

1,10 

14 J 

Other liabilities 

21,15 

20,97 

21.04 

19,08 

Total liabilitiefl or 

assets 

78,74 

77,24 

77,09 

61,69 

Assets 1 

Cash in hand and 
balances with banks 

1,82 

3,64 

3,59 

1,10 

Loans and advances 

57,60 

56,52 

55,63 

47,40 

Other assets 

19,32 

-^ 

17,08 

.*—^—— 

17.86 

13.19 


Foreign TratlKol India 
Merchandiaiffltraihle 

(Rs CroA 



May '63 

Apri}- *63 

May '63 

1962-’63 

Exports 

66 49 

58.-93 

50 09 

699.48 

Imports 
Balance of 

97.27 

84,33 

83.60 

1,009 58 

trade 

—30.78 

—25.40 

—33.51 

—310.10 

^urce 1 

Department of Commel-cial Intelligence 
tistics, Miniitry ^,.«jGMamea^ apd 
Govemnieht of India. 

and Sta- 
InduiUy.^ 
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STATE FINANaAL CORPORATIONS 
liabilities and Assets 


(At Lakhs) 

Figurts far tka last Friday erf 
May ’63 April ‘63 Mar ’63 May ’62 


No of SFCs 
liabilltiea 

15 

15 

15 

15 

Capital and reaerves 





(i) Paid-up capital 

15vS2 

15,32 

15,32 

15,82 

(ii)' Reaerve fund 

14 

14 

13 

14 

(tii) Proviaion for bad 




and dpubtful 
dabta and 
offier refervea 

32 

31 

26 

16 

Bonds and driienlurM ' 

18,48 

18.51 

18,29 

14.99 

Other liabdilM, , 

Total lialdU(led % 

16,59 

14,81 

19.76 

10,22 

aaseia .• 

Aaseta 

50t79 

I 

49,09 

47,76 

41,33 

' Cash in band and 
balances with banks 

4,13'? 

4,25 

4,12 

7.M 

Invastne|M ut 
Got^ernmnit securities 

4,5^: 

4,61 

4,61 

4,52 

Loatfi ud advahees 

33,0* 

32.49 

31,83 

23,»S 

Debmturea , 

22 

22 

22 

14 

Other assets 

8,83 

7,52 

6,98 

4,89 


Employment Exchanges 


(JPn ’000*)' 


No of employment 

April ’63 

Mar '63 

April '62 

1962 

(Total) 

exchangest 

350 

349 

341 

342 

No of registrations 
No of vacanciet ' 

356.5 

320.9 

309,3 

3,844.9 

notified 

80.2 

76.0 

69.9 

790.4 

No of Rpplicantfe Maced 




in employment 

41.0 

41.1 

33.4 

4581 

No of appJicaois on 




live register! t 

2,562.8 

2,483.1 

1,924.2 

2.379.5 

* Except 

number of 

employment exchanges. 


t At the end of the period- 

Source: Minutry of .labour and Eoifdoyment, Govern¬ 
ment of India. 
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The Party or Office? 

'IpHE All-India Coiiteress Committee, the highest policy-tnfkhi^-body 

of the CoogretM Party, did not meet to discuss the emergOoey until 
six months after the Chinese aggresuon. The .AlCC, however,, has taken 
much more serious notke of the failure of Get^TOss oan<|i4ates at a 
series of by-elections. It » now meeting in a special sesshtn to consiiier 
the organisational problems in the li^t of these electonil 'reverses. The 
session has beeti convened in respofise to a requisition signed by-more 
than eighty members. Hie sharp contrast in the AICCs response to 
the two events—)the Chinese invasion a«d the electoral reveraed—- 
would be -something worth taking ‘aerlous note of, had it not been for 
certain subsequent and last-minute developments which seon to he eon* 
vulaing the Party. 

For oonvulffloq it is and nothing short of jt, when the AlCC pTOpooM 
seriously to debate that'Senior Congressmen, shoqld give illd&ia> 

terial posts and take up organisational work. Yet diat is the fsofomi 
put forward by Shri K Kamaraj (who has drt^ped his caste suroasne 
of Nadar, in keeping with the ^irit of emotional integration, to which 
the Congress stands caknmitted, and as also more becoming the oitken 
of a secular State). If the slothful response of the AlCC to the Chinese 
aggression and its alertness in being energised into action by electoral 
reverses suggest that the Congress puts the “Party before the couiltry^ 
the proposal of Shri K Kamaraj that Congress Mmisters should give up 
office and devote themseJVes to strengthening the Party surely bis me 
slogan “Party before post”. 

Komaraj’s proposal has unready bt^ discussed by the Congress H^h 
Command, approved and passed on to the AlCC to be debated, ^^hlle 
the debate on the resolution calling for an enquiry into the causes <4 
the electoral reverses has been restricted to one day only, contrary to 
an earlier decision of theyWorkkw Committer, the whole of the second 
day of the session, the Working Committee has now decided, would be 
devoted to the debate on the “Party before post” resolution. 

That top Congress Ministers should leave office is so Startling, a 
suggestion that it has naturally taken the country by surprise. Though 
presented with a dramatic suddenness, it is not, however, a sudden tbou^t. 
It has been brewiiq; for some time. I<t seems to have taken sha^ at 
the meeting of the leaders of South India called by Pandit Ndhrn at 
Hyderabad during his last visit to the South. Panditji at the time eim- 
oelled some of his prior engagements in order to thrash it out apd 
Kamaraj was then very near the centre of the picture. 

Who is to bell the cat? Which Ministers are to go? Who k to decide? 
According to press reports, which are mmewfaat speculative, Paitdit|i 
was offered a tree hand to decide who should continue in GovarnWeUl 
and who should leave for party work. The Prime Minister, howoksc,/ 
is understood to have declined this offer on the ground that ft would 
be too big an undertaking for him. That task, it appsaii k hilt fo hb 
carried out by a high-powered committee to be set up. for this pul;;pe•e.^ 
No such committra has been appointed yet, nor have the names <4 wkelv 
members been reported, 


p 






AU tfak nwy betoken a MMe oi 
«lM« within the Ct>imivi«, bi|i bow 
keen i< the awareneAB of the Ceng 
Mas of the causes of its failure and 
nrhtt is it going to do about it? U 
this heart-searching so very new'' 
More than five years ago it was re¬ 
marked tn these columns: 


“Since the last general elec¬ 
tions, It (the Congress) has been 
talking about streamlining its or- 

f ;anisation. ... The Congress is 
osing its hold on the people. As 
crucial domestic, political and 
economic issues have cropped up 
one after another, it has been 
proved time and time again tliat 
the Congress can no longer equate 
itself with the country, nor can 
the Congress Government claim 
the status of a representative Na¬ 
tional Government. ... It will 
he argued that, as the Party in 
power at the Centre and in all 
States but one, the Congress has 
nowi lost the services of its ablest 
members who are now in the 
Govemment. There is something 
in this argument. But it is no less 
evident that the Congress is no 
longer attracting the best among 
the present or the coming gene¬ 
ration There is no nourishing in¬ 
fusion of new, rich, blood with¬ 
in the Congress, an old organi¬ 
sation led by old men, factional¬ 
ism is rampant. It exists in many 
States, particularly in Bihar. 
Punjab and Assam To not a 
little extent, these factions within 
the Congress are responsible fo: 
militant parochialism m some 
States, as also for the gradual 
loss of prestige of the organisa¬ 
tion. Its other fatal defect — 
which it shares with the Goyern- 
memt — is its irwbility to reach 
firm decisions, as well as to! own 
its mistakes... 4 

“Tliese organisational . defects 
have an ideological basis Within 
the Congress, the Old Guard is 
half-hearted in its acceptance of 
Avadi. A section of the Congress 
is aware of this duality. It 
to maintain the popularity i&f the 
Congress by persuading it to adopt 
policies and practices which are 
more to the Left. By such tactics, 
the Congnas hopes to steal the 
thunder from the Left parties. 
Pandit Nehru has so far succeed¬ 
ed in maintaining a balance both 
in the structure and in the ideo¬ 
logy pf the Congress. But it be- 
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comes increi^Bgly evident that 
the balance is too precaripue 
("Sttte of thi RepubSc”* Annual 
Number, 1953) ' 

Ls the situation'really so wry di¬ 
fferent today, except in one respect? 
The challenge that the Congress had 
to meet then was internal. Today, 
the threat on the borders loom.s laigc. 
Five years ago the Congress had to 
talk Left while acting Right. The 
latest electoral reverses might sug¬ 
gest a need to talk Kiight also, but do 
they, n-ally’ A continuing rrisi, 
stretching over more than five years 
—perhaps much longer—appears to 
be a contradiction m terms. Pandit 
Nehru, as always, stands poised, 
hesitating to act He cannot perhaps 
any longer act Many things are 
needed. The Party is to be stream¬ 
lined, there has to be better coordi¬ 
nation of policies, improved Plan 
performance and strengthening of 
defence. None can be separated from 
any of the others. But first things 
must come first And what comt*s 


first i^W':]govei>imw^ 

raulat#‘right 

moht it. '• 

If the Congress is to I'llie 
government, Congrtosmen hive to 
come to the fore who are conscious 
of and willing to carry out the ple¬ 
dges which their Party his gist^ to 
the country. What the Party is do¬ 
ing today is to foster and run a cam¬ 
paign through devious means of 
character-assassination and, by crea¬ 


ting an atmosphere of suspicion and 
distrust, to keep people guessing 
which heads will fall next. If Pan 
dilji IS unable to grasp the nettle 
firmly and pull it out, the new slogan 
‘Party before Post’ may lead to a 
noii-violent version of the .sort of 
political liquidation by which dh- 
tatorships mamtain themselves in 
power. The weeding out of the un¬ 
desirable elements can be carried out 
by the Prime Minister himself with¬ 
out conjuring up the spectre of a 
party caucus. The enemy is knoc 
king at the gate. 


Jfrong End of the Plough 


'J'HF differences between the Plan¬ 
ning Commission and the Min¬ 
istry of Food and Agriculture have 
exploded into the open with S K 
Patil',s dramatic gesture of sending 
in his resignation from the Cabinet 
to the Prime Minister. These differ¬ 
ences, ii has been known for long, 
have been over a number of issues, 
including the responsibility for the 
poor performance of agriculture in 
the Third Plan, the measures neces¬ 
sary to stem tills rot and to arrest 
the ruse in food prices. However, 
on one (loint there appears to be 
agreement - viz on the need to in- 
crea.se the financial allocation for 
agiiculture In a som< what plain- 
live speech for one who is usually 
•so cocksure, Paid admitted to the 
joint meeting of State Agriculture 
and Comniunitv Development Min¬ 
isters in New Delhi last week that 
there liad been “shortfalls” and “de¬ 
fects” in the last two years, hut he 
blamed them principall) on lack 
of financial resources. He singled 
out in particular the programmes 
of minor irrigation and soil conser¬ 
vation which, according to him. re¬ 
quired larger financial allcKations 
than made in the Plan. 

And this week the Planning Com 
missicHi at a meeting on Wednes¬ 


day IS reported to have decided to 
raise the allocation for agriculture 
by Rs 85 5 crores The most spec¬ 
tacular increase proposed is in the 
allocation for minor irrigation 
which is to be raised from Rs 175 
crores to Rs 247 crores This in¬ 
crease is considered necessary to 
raise the target for additional area 
irrigated from 12.8 million acres to 
15 8 million acres. A 40 per cent 
increase in outlay for an eight per 
cent increase in tlie physical target 
(jan only mean that the Plan pro¬ 
vision was grossly inadequate. On 
what ba.sis was the original estimate 
made and what is it that has con¬ 
vinced the Planning Commission of 
the need for such a sharp increase’ 
The rest of the projiosed increase 
in financial outlay is allocated to 
soil conservation, the physical tar¬ 
get in respect of which has been 
raised from 11 million acres to 
11.7 million acres. 

The derision to increase tlie fin¬ 
ancial outlay On agriculture has to 
be viewed against certain facts 
First, expenditure on agriculture 
during the first three years of the 
Plan IS expected to amount to only 
50 per cent of even the original 
Plan outlay, leaving the remaining 
50 per cent to be spent in the last 






t<wq ynifm In tiotii Uie first 

and MCond years of th^ Plan 
actual expenditure on «tg<'ioUttdre 
fell short of the Bud|^ provisions. 
Thus a hif^et finandal allocation, 
however justified, will not auto* 
rnstically mean that the money will 
be spent— and spent properly. The 
progress of expenditure depends on 
the availability of physical resources 
and, even more important, on the 
ability of the administrative machi¬ 
nery to carry out the tasks entrust¬ 
ed to it. 

It is not questioned diat if more 
fertilisers, improved seeds and water 
were used in our agriculture, yields 
woidd go up and production would 
increase. What is questioned is that 
the allocation of more financial le- 
sources would make more of these 
essential inputs available or that, 
even if they become available, they 
would be efficiently used. The Week¬ 
ly Note “Unwanted Fertilisers” in 
this issue discusses how as a result 
of faulty distribution and the lack 
of a properly thought out produc¬ 
tion programme, fertiliser factories 
are having to carry from year to 
year vast quantities of unsold ferti>- 


Ikets at k lime when the need* -df 
aipieitlttue are only frfictitmaily 
met and that also partly frmn im¬ 
ports at the cost of much valuable 
foreign exchange. The case of irri¬ 
gation is similar and well known, 
A recent study showed that in most 
States as much as one-third to one- 
fourth of the irrigation potential 
created remains unutilised. It is 
questionable, to say the least, whe¬ 
ther either the wasted stocks of 
fertilisers or the unused irrigation 
waters can be explained as being 
the result of lack of finance. 

The study trams sent out bv the 
Planning Commission to the States 
some time ago to probe the causes 
of the stagnation of agricultural pro¬ 
duction are believed to have under¬ 
lined the harm done by the mul¬ 
tiplicity of agencies responsible for 
agricultural programmes and the 
lack of coordination among them. 
As the recriminations between the 
Planning Commission and the Mini¬ 
stry of Agriculture amply show, it is 
impossible under the present set up 
to fix the responsibility for failure. 
ThttednMuci^suc at all levels of the 
eyrarchy, beginning 
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at the very top with fin Ptaonmg 
Commiaedon and the Ministries m 
Agriculture, Community Develop¬ 
ment and Irrigation and extendii^ 
right down to the village. A major 
suggestion of the Planning Commi¬ 
ssion’s study teams is reported to be 
that each Ullage should be collect¬ 
ively committed to its annual farm 
production targets and that all fi^ 
nancial assistance should be chan¬ 
nelled through the village body 
which should be made responsible 
for achieving the production tar¬ 
get. But made reeponsible to whom? 
And how, when the dis^nsers of 
Government assistance are so nu¬ 
merous and so uncoordinated? 

It remains to be seen whether the 
current agitation in the Planning 
Commission and in the Ministries con¬ 
cerned over the failure of agricul¬ 
ture ,will spend itself without some¬ 
thing being done to remove the basic 
factors which have lield down agri¬ 
cultural production far below the 
levels justified by the financial ex¬ 
penditure, inadequate though tliis 
might have been. All that can be 
said at this stage is that past ex¬ 
perience in this matter is far from 
encouraging. 


vtiiu,, iwiwaila. 


freedom is in ptril, 
dwfgnd It with mil your might 
— MWaHARLAL NEHRU 

CONSERVE RESOURCES 


india's resources are pre¬ 
cious. All of them must be 
pressed into the vital task of 
strengtheniiif the country. 
This is the only way we can 
meet the threat to our 
freedom. Extravagance and 
waste will injure the nation. 
Freedom has its price and 
it IS we who have to pay it 
in full maasure. 



PRESERVE FREEDOM WITH ALL YOUR STRENGTH 


DA tun 
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Weekly Notes 


Aid Club's DifnchontmMtt 

J;T is no use pretending that the 
Indian image m the western mind 
which inspired the creation of the 
Aid'India filub is the same any Jon- 
ger—it has been (hanging and get¬ 
ting tarnished. That India and tht 
West do not see eye to eye on exter¬ 
nal aid had been suspected for some 
time; it is now becoming clearly 
evident from the declining figures 
of aid commitments. And the 'diffe¬ 
rence IS not just of magnitude. That 
understanding on both sides of the 
common interest in banishing pover¬ 
ty from the greater part of the 
world without impairing peace and 
independence is being undermined. 

When the World Bank and the 
United States took initiative in form¬ 
ing an Aid-India Qmsortium for 
meeting the external assistance re¬ 
quirements of tile Indian Plan, the ma¬ 
jor argument was that India was the 
only developing country which' was 
making good use of external assis¬ 
tance and was very near the take-off 
stage. For accelerating this process 
very substantial external assistance 
was required and justified. This 
attitude was stiengthem-d when the 
Third Plan was drawn up and it 
was hofied that the Consortium 
would meet the external assistance 
requirements of the Plan. 

This informal commitment wss 
reflected in the substantial assistan¬ 
ce of Rs 616 crores which tlie Con¬ 
sortium pledged for the first yeai; 
at this annual rate, the Third Plan 
requirements of Rs 3,200 (atiies 
would have been met. The situation 
since then has been taking a turn. 
The Third Plan got into difficulty 
right ill the first year. National in¬ 
come rose by a bare 2 per cent a 
year during the first two years and 
industrial and agricultural output 
showed no substantial increase. On 
top of this poor performance .egme 
the realisation that the extent of 
as8tHtan<?e required would considera¬ 
bly exceed the figure of Rs 3,200 
crores mentioned in the Plan, and 
would be of the order of Rs 4,000-4, 
500 crores. 

These develt^ments did not bri¬ 
ghten the image of Indian planning 
and there was a sharp decline in the 
aaaistance by the Consortium in the 
. aenood year (by more than Rs 100 


crores to Rs 509 crores); U K and 
West Germany cut their con¬ 
tributions by about half. Since 
then political and economic 
developments in the country as 
also the changing international poli¬ 
tical climate have created fresh 
doubts about the wisdom of aiding 
India on a substantial scale. The pool 
ecxinomic performance in India, her 
inability to defend herself against 
China and the utter abandon with 
which she has gone about asking for 
all types of aid has sullied the im¬ 
age of India and strengthened the 
hands of those, especially in U S, 
who are hostile to India and her 
aspirations. 

Wisdom of Self-Help 

J'HK result is the Consortium aid for 
the third year of the Plan. About 
two months ago, the Consortium 
pledged Rs 430 crores, while India 
had asked for about Rs 600 crores 
(her actual requirement being in 
fact much' higher). As a result of 
the concerted efforts of the friends 
of India, the Consortium ooun 
tries were persuaded to review their 
pledgee in July but the meeting had 
to be twice adjourned. Finally, the 
Consortium met this week and in¬ 
creased the pledged assistance to Rs 
500 crores, Rs 100 crores short 
of India's request and far be¬ 
low her actual requirement. 
The shares of the US and 
and the U K are the same (Rs 207 
crores and Rs 40 crores) as last year, 
while West Germany has further 
reduced hers from Rs 66 crores to 
Rs 47 crores. Only Japan and Ne¬ 
therlands have raised their contri¬ 
butions but their assistunce is only 
marginal (Rs 30 crores and Rs 5 
crores). Some countries, which chose 
to remain unnamed (probably U K. 
Germany and Japan), may give, 
outside the Consortium aid, some 
R.s 15 crores on harder terms and 
some others may match this a«sis. 
tance. 

There are, however, some favou¬ 
rable features about the Consortium 
aid this year. About 38 per cent ol 
it is non-project aid, for which 
India has been clamouring and 
about 50 per cent eff assistance will 
be in the form of grants or loans 
at very low rates of interest Of the 
balance of Rs 250 crores, mon 


than Ra 150 crores would Jie.in 
the form of loans extending over IS 
years at slightly higher rates of W' 
terest but with substantial gmpe 
periods. 

Whichever way one may look at 
it, this year’s experience does not 
hold out very bright pronmets for 
the remaining years of the Third 
Plan or for the subsequent Plana. 
India has to learn now, more than 
ever before, that, however essential, 
external assistance is no substitute 
for self-help and it is only the latter 
which can attract external support. 
Time is ripe for hard and purpose¬ 
ful thinking on our planning and 
external relations. 'Hiere is not 
much time left. 

Tunku Has His Way 

J^ONG before the conference of 
the heads of State of Malaya, 
Indonesia and Philippines met at 
Manila last week, Indonesia’s and 
Philippines' opposition to Malaysia 
bad been reduced to manageable 
proportions. The two opponents of 
Malaysia had in the beginning seen 
it as a British-inspired neo-coloriia- 
list scheme but on the eve of the 
Manila meeting their differences 
with Malaya were on two specific 
issues. These were : the manner in 
which the wishes of the people of 
North Borneo and Sarawak on the 
question of joining Malaysia were 
to he ascertained and, second, whe¬ 
ther this was to be done before or 
after Malaysia came into being. 

President Soekarno insisted that 
only a referendum in Borneo and 
Sarawak would reveal whetlier the 
people of these territories wished to 
join Malaysia. And such a referen¬ 
dum, to be meaningful, must he 
held before the formation of Malay¬ 
sia. Tunku Abdul Rehman, who 
was committed to the formation of 
Malaysia by August 31 and pve 
the impression of being determined 
to stick to the calendar as a matter 
of prestige, opposed a referendum 
and maintained that the purpose 
pould he achieved by a team of U N 
representatives visiting the two terri¬ 
tories and ascertaining the wishes 
of the people. And, in view of hi* 
anxiety not to delay the formation 
of Malaysia, he insisted that this 
should be done after the Federation 
came into being. 




The Msnihi omfierence has pte* 
duced a compnnnise which appears 
to have satistaed alt the three coun¬ 
try. According to the agreement, 
while there is to be no refermdtmt, 
the toak of ascertaining the wishes of 
the people of North Borneo and 
Sarawak has been left to the U N 
Secretary General who will also de¬ 
cide how beat this can be done. He 
has been asked to particularly vni- 
fy whether in the recent elections in 
the two territories Malaysia was a 
major issue, if not the main issue, 
and whether these elections were 
fair and free. In effect he is being 
asked to decide whether these elec¬ 
tions which the pro-Malaysia parties 
had won had not clearly indicated 
the wishes of the people making a 
referendum now quite unnecessd'ry. 
This is to be done before Malaysia 
is formed. Since U Tbant has in¬ 
dicated that It would take six weeks 
to complete the task, Tunku Abdul 
Hehman has agreed to relax the 
deadline of August 31. As for Phi¬ 
lippines’ claim to North Borneo, the 
agreement states that the formation 
of Malaysia will not in any way 
prejudice this claim and that efforts 
to achieve a negotiated solution 
would continue. 

Tunku Abdul Rehmaii’s great 
loncession at Manila was to agree 
to the postponement of Malaysia. 
Blit only his fanatic insistence earli¬ 
er on forming the F’ederation on 
August 31, come what may, makes 
this appear as a concession of any 
substance. For, no one, not even 
President Soekaino, seriously expects 
that the U N teams which are to 
visit Borneo and Sarawak will re¬ 
turn a verdict adverse to Malaysia. 
So Malaysia will be formed, only 
with a delay of a week or two. How 
can this satisfy President Soekaino 
who had opposed the Federation 
lock, stock and barrel and condemn¬ 
ed it as an im^ierialist plot ? 

Indonesia’s opposition to Malay¬ 
sia really stems from the fear that 
the formation of the Federation will 
greatly enhance Malaya’s power and 
influence in South-East Asia. Con¬ 
sidering the embittered relatiohs 
between Malaya and Indonesia for 
years, this is a prospect which na¬ 
turally causM Indonesia the gravest 
concern. It is possible that the re¬ 
cent meetings between Tunku Abdul 
Rehman and Soekarno have Suc¬ 
ceeded in easing tension between ihe 


iwo countries and redudug Inddnis- 
sia’s distrust of Malaya to some ex' 
tent. Such a condusion is not un¬ 
warranted even if not much impor¬ 
tance is attached to the agroament 
to set up Mapfailindo, a loose con¬ 
federation of Malaya, Plulippines 
and Indonesia. 

But possibly a more important 
reason for Soekarno toning do^wn his 
opposition to Malaysia may be found 
in developments within Indonesia. 
As discussed in these columns in 
the issue of June 8, political and 
economic compulsions appear to 
have persuaded Soekarno to decide 
in favour of reducing expenditure 
on the armed forces and clipping 
the army’s wings. This naturally re¬ 
quired a reversal of the militant 
opposition to Malaysia True, Soe. 
karno did not commit himself at 
Manila to give up his ‘confrontation’ 
policy against Malaysia, but it ap¬ 
pears unlikely that it will be revived. 

Unwanted FertUhen 

^LL hopes of achieving the Third 
Plan target for fertiliser.^ 
appear to have been given up; in¬ 
deed, expectations that production 
in the last year of the Plan may 
amount to 60 per cent of the target 
are now considered optimistic. The 
latest estimates of the Planning 
Commission and the Ministry of 
Heavy Industries of production of 
nitrogenous and phosphatic fertili¬ 
sers are given below: 
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Nitrogenous 

Ferliliscra 258 3 200 800 500 

Phosphatic 

Fertilisers 129.0 80 400 200 

The reasons for the shortfall in 
production of nitrogenous fertilisers 
are by now well known. Principal 
among these is the failure of the 
private sector to make use of the 
licenses issued to it None of the 
major private sector projects has 
80 far .advanced beyond the preli¬ 
minary stage. In the case of phos¬ 
phatic fertilisers, however, it is not 
so much a question of lack of pro¬ 
duction' capacity as of poor demand 
for whdt is produced. 


In view of the stagnMkm ol agris 
cultural production and Ickv avail- 
ahili^ of feitilisers compared to 
requhmnents, it is a matter for 
grave concern that even what hi 
produced in the country or imported 
from abroad at the cost of mudi 
valuable foreign exchange is not 
fully utilised. Fertiliser stocks 
carried over from year to year have 
been increasing. For instance, the 
stocks of ammonium sulphate carri¬ 
ed over rose from 3.57 lakh tona in 
1961 to 5.44_ lakh tons in 1962 and 
to 9.74 lakh tona in March 1963. 
Thus at present nearly a miliior. 
tons of ammonium sulphate is 
already available against the esb- 
mated requirements of 1.46 million 
tons in l%2*-63. 

As for phosphatic fertilisers, as 
stated above, the whole producrion 
programme has been throttled due 
to poor demand. Unless, therefore, 
steps are taken to popularise their 
use, the estimated target of produc¬ 
tion of phosphatic fertilisers of 
200,000 tons by the end of the Third 
Plan is unlikely to be achieved. 

Another type of fertiliser which 
is being produced in large quanti¬ 
ties but which is not being made 
use of is double salt of calcium 
ammonium nitrate. Both Sindri and 
Nangal are producing enormous 
quantities of this fertiliser and 
Rourkela is rated to produce another 
80,000 tons. But farmers almost 
all over the. country are reluctant 
to use this fertiliser because oS the 
evessive salinity of our soils. 
Consequently huge stocks are piling 
up in factory godowns. Efforts were 
made to export this fertiliser to 
neighbouring countries but failed 
because of high prices. 

Proper use of fertilisers and 
manures calls for knowledge of 
soils, crops and systems of fanning. 
Nutritive requirements of different 
soils vary and different types of 
fertilisers may have to be used in 
different soil conditions for the 
same crop. For instance, nitroge¬ 
nous fertilisers are commonly ap¬ 
plied to wheat in Europe, while in 
Australia phosphatic fertilisers are 
preferred. In Indian soils gene¬ 
rally, it is nitrogen which is the 
mein limiting nutrient. 

Field experixrtenta and soil sur¬ 
veys are necessary to determine 
fertiliser requirements. The know¬ 
ledge gained from soil anaiysts is 
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‘ ummI to prepare noil maps and 
fertiliser treatment ha» to be based 
on thcM; soil maps. Preparation of 
noil maps for diffcrenl regions will 
help in more efficient utilisation of 
the fertiliserg produced so as to 
niaxiniise yields in agriculture. To 
a great extent, therefore, it is true 
to say that the problem at present 
is not shortage of production of 
ferttli.sers but faulty distnhution 
and our inability to make proper 
use of the different varieties of fer¬ 
tilisers that are produced. 

Too Much Coal ? 

pioduction continues to lag 
Wiind Plan targets, fitarliiig 
fioni about .‘>.3 million tons in 1960, 
output of coal has to inrrea.sp hy 
about 8 million tons annuallv on 
average, if the target of 97 million 
tons in the last year of the Third 
Plan Is to be achieved. At this rate 
output in 1962 should have been sh¬ 
out 69 million tons wherea.s actually 
it was only about 62 million tons 
Production m the current year is 
running at the rale of about 09 mil¬ 
lion tons which IS also ronsidciahlv 
below what it should bo in view of 
the Plan target. 

In spite of the shortfall in pro¬ 
duction, however, stocks of coal at 
pitfiead and, what is even more im¬ 
portant, with consumers are mount¬ 
ing. Stocks at pithead went above 
4 million tons for the first time in 
February this year while stocks with 
industries stood at about 3.6 million 
tons in Maicli this year companid to 
2.2 million tons a year ago Tlic 
growing stocks at pithead and with 
Consumers, despite below-target pro¬ 
duction can only mean one thing : 
demand for coal is not incnBasing 
as expected. 

The ‘ glut ’ in coal rnav have 
taken the industry and the Covein- 
ment by surprise, but it is by no 
means inexplicable. Tile estimates of 
demand were made at a time when 
there was acute shortage of coal, 
largely because of transport bottle¬ 
necks, In that context, industries 
might well have deliberately over¬ 
stated their rectuireme.nts. Be,sides, 
the slow tempo of iiidustiial develop¬ 
ment during the last two years and 
the tardy progress of power projects 
cannot hut have had an impact on 
the- Ufftake of coal. Finally, faced 
arith- ahorlage of coal, many cun- 
ttWIIMis in and South India 



have shifted to fuel oil during the 
last two years. 

One way of losing at the cur¬ 
rent excess production of coal is 
that it Is not a matter for seiiuus 
concern since in any case the Third 
Plan production target is not iikely 
to be achieved. It is not known 
how fai this type of logic tommands 
respect in New Delhi, but if u dtM-H. 
the results could be very damaging 
to the coal industry. As indicated by 
the coldness of coal producers to the 
World Bank loan, investment in the 
industry has been far from satisfac¬ 
tory If the easing of coal short¬ 
age is made an excuse to evade a 
fare‘'ul examination of the reasons 
why miith-needed investment in mo¬ 
dernisation of collieries has not bien 
forthcoming, the prospects of meet¬ 
ing future demand for coal will be 
jeopardised. 

Fur from justifying a policy of 
letting sleeping dogs he, the current 
overproduction lends special urgen¬ 
cy to rationalisation of the coal in¬ 
dustry Whatever reasons there may 
have been for condoning obsolete 
and wasteful methods of mining in 
a situation of coal shortage, they no 
longer exist now. This is in fact 
the time to take long-overdue stvp.s 
fsec “Coal Industry’s Problems” in 
the issue of March ,30, 1963) to re¬ 
duce costs of prodnc’tion and con¬ 
serve reserves 

Noi does the present situation 
make the problem of coal priec.s, 
which the Government has been svs- 
femaliially evading, |es<, uigenl. In 
fact, the overpi oduclion of coal is 
only in ageregate Once total pio- 
duclion IS broken down into diffei- 
ent categories, production of the 
supeiior grades of both coking and 
non-cokuig coal is seen |o be -till 
short of requirements Additional 
procluction of the -upeiioi grades 
has to come largely tiom the private 
collieries and the case foi a price 
incentive to these grades deserves 
careful eonsideration The World 
Bank team which studied the pro¬ 
gress of the Thud Plan i® reported 
to have urged that the once of the 
best giades of coal should be laised 
bv as much as 20 per rent Making 
the superior varieties of coal more 
costly could also lead to economy 
in thetr use and prevent their diver¬ 
sion to uses where inferior grades 
would do, which controlled alioca- 
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Letter to Editor 

Free Trade Zone tar KaMta, 

J REFER ta the Weekly Note 
appearing under the above 
heading on page 1022 in the ieaue 
of June 29, 1963, 

The choice by the Indian Engi¬ 
neering Association of the expres¬ 
sion ‘free export xone’ should not 
be regarded as “an unintended 
terminological inexactitude”. The 
title of free export zone has been 
deliberately cho.sen in order to 
emphasise the main objective of 
the scheme, which is to encourage 
Indian and foreign firms to set up 
manufacturing or assembly units in 
the zone with a view to producing 
goods for export. The objective of 
promoting purely trading opera¬ 
tions IS a secondary one, though it 
is agreed that Haldia could also 
form an important centre for en¬ 
trepot trade and for stocking oi 
storing goods which may be im¬ 
ported into India. 

It should also be made clear 
that the Association’s scheme for 
Hdldia does not envisage any 
special privileges for firms operat¬ 
ing in the zone by way of ‘export¬ 
ing’ then products into India. Firms 
operating in the zone would be 
outside the Indian market and any 
imjiorl of iheir goods into India 
would be subject to the same re¬ 
strictions, duties, etc, as are imposed 
um imports from foreign countries. 
Accordingly, the Association’s sche¬ 
me does not violate the principle 
of import (ontrol m any way. 

The Association’s proposal for a 
special ciineticy in tlie Haldia zone 
IS no more than a suggestion. Jf 
operations within the zone can he 
financed, without complications, in 
ordinary Indian currency, this would 
seem to be preferable. Any trans¬ 
fer of currency from India into the 
zbnc or vice versa, however, would 
have to be subject to the same re¬ 
strictions as are in force for cur- 
riency transactions between India 
and foreign countries. 

Secretary, 

Indian Engineering Association- 
Calcutta, 

July 12. 




Love - Hate for Nehru 



late Dr Syaina P^aesu) 
Mookerjee added something to 
India’s constitutional equation 
’’India thAt is Bharat”; he said, 
’’India that is Bharat that is Uttar 
Pradesh”. This was when Mookor- 
jee had parted company with Nehru, 
Uttar Pradesh’s brightest jewel. 
The identification of the man with 
the State was not very fair and was 
the product, one suspects, of a mo* 
ment of disenchantment, which it¬ 
self would have been impossible 
without previous enchantment. 
Truth to tell, Nehru, being largely 
de-Indianised, is perhaps the only 
true Indian. The rest are Biharis, 
Madrasis, Oriyas, Bengalis or Pun¬ 
jabis. Resentment against the mon¬ 
ster that Uttar Pradesh is, in num¬ 
bers and in size, was expressed by 
Sardar Panikkar, representing a 
real feeling. Yet Jawaharlal Nehru’s 
association with Uttar Pradesh is, 
one feels, incidental. When he wa<. 
in Calcutta recently he was not 
treated, despite demonstrations, as 
a U P-wallah. 

At the opening of the Tagore 
centenary year in Bombay, Nehru 
said that although, politically, he 
was a disciple of Candhiji, spiritu¬ 
ally, he often felt more in tune 
with Tagore . This was not a poli¬ 
tician’s platitude, designed to 
please the immediate audience. 
Nirad C Chaudhuri, the no longei 
unknown Indian, once wrote, if me¬ 
mory serves, that in many ways 
Nehru was the finest product of the 
Bengal renaissance. That Chaudhuri 
IS not an uncritical admirer of the 
Prime Minister hardly needs to be 
emphasised. The remark remain’', 
valid. And although Nehru has in 
his time said not a few unoompli- 
menkary things about Bengal in 
general and Calcutta in particular, 
his love-hate for Bengal fully repi- 
procates Bengal’s love-hate for him. 
The latest Brief Encounter was 
formal; he had come hither to opjen 
or lay the foundation i^nes for 
sundry institutions. If in Raj Bha- 
van in an introqiective moment 
Nehru recollected in tranquility 
his long connection with Bengal, he 
may well have been stirnMl. Ben¬ 
galis with a sense of history,,,as 


distinct from journalism, may also 
have sadly pondered the connection. 

Unconunitted Man 

A point not often noticed about 
the foreign policy of Nehru, some 
of whote militant admirers have 
lately turned critics, is that his 
policy of neutralism, non-commit¬ 
ment, is an extension of the man’s 
whole attitude to life. Come to 
think of it, he has never committed 
himself to anybody or anything. 
There is no value judgment in the 
statement; it is for everyone to de¬ 
cide for himself whether it is a 
good thing or a bad thing to be 
committed. Let a representative 
instance be cited. Some time after 
Tnpuri the Congress Woridng 
Committee' decided to teach Subhas 
Bose a lesson; they resigned in a 
body. Nehru resigned too; but 
nM with the rest of the gang. He 
issued a separate statement, saying 
something vaguely philosc^hical 
about round pegs in square holes or 
square pegs m round holes or some¬ 
thing, but dissociating himself from 
Bose just the same. He was not 
committed to the Old Guard; he 
was not committed to Subhas Bose. 
The present writer has a phrase for 
it; innocence by dissociation. Tu 
dismiss this as opportunism is to 
oversimplify the complex pheno¬ 
menon that is Nehru. Bengal’s 
virtue or vice is also uncommit¬ 
ment, unidentification, retention 
of individuality, giving so much 
to the national upsurge and 
no more. Nehru, like Bengal, has 
sacrificed much for the country; he 
ha.s never sacrificed himself. 

No wonder both Nehru and 
Bengal are lonely. So lonely that 
one will give the other hia or its 
company. Nehru has come and 
gone, uninfluenced and influencing 
none; speaking much and saying 
nothing, exchanging each other's 
silences; communion lost in com¬ 
munication. Nehru cannot do much 
for Bengal mr Bei^l for Nehru. 
Both seem defeated. For all their 
brief moments of glory, both may 
be remembered only as not very 
significant interludes in the historv 
of India that is Bharat. 


Alien Cent 

Until the renaissance went out ,i 
of the Bengal renaissance, them was 
nothing very Bengali about the 
Bengal renaissance. Its import cem- 
tent was so high that when the im 
port ban came, with Gandhiau 
nationalism, all production camo 
to a halt. Bengal ceaaed to be 
creative, for in the name of natio¬ 
nalism it had bartered away its 
best qualities; it became a can^ 
follower and the leadership was 
lost to men with other values. Look 
at Bengal’s slogans; Jai Hind, In- 
quilab Zindabad, Up Up the Na¬ 
tional Flag, Bande Mataram. Not 
one k in Bengali, for the sentiments 
were un-Bengali. Today workers 
can be heard to shout “Amadet 
dabi mante habe”, our demands 
must be met; this is Bengali ail 
right; but it relates to wages or a 
Puja bonus — not to any unselfish 
ideal. 

The transformation of JawabarlAl 
Nehru is not vastly dissimilar. His 
values too were wholly alien, totally 
out of tune with anything this 
country cherished or could call its 
own. (It IS significant that the “ 
militant Hinduism of Bepin Pal 
repelled young Nehru wmn the 
former spoke at Canibridge.) 
Brought into contact with the mas¬ 
ses through Gandhian nationalism, 
Nehru develt^d an ineradicable 
sense of guilt and ever since he has 
been trying his damnedest to live 
his western upbringing dowm It 
was not merely a question of dis¬ 
carding the hat and the tie; noth¬ 
ing easier. Lost was one’s persona¬ 
lity, the essence of one’s personal 
values. The rest compromise follow¬ 
ed by compromise followed by Com¬ 
promise followed by compromise 
leading to total futility. 

Lost Leaders 

Bengal is unfair to others when 
it blames all and sundry for its 
misfortunes; there was a certain in¬ 
evitability about it all; its ceaseless 
sulking whine bores others and does 
itself no good. It has been noticed 
abroad, even if not in India, that 
Nehru too has of late been sulking, 
blaming now the Left and then the 
Right, rergetting all the while that 
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l|t no time hnd he committed hiroo 
; aelf to either, that rarely had he 
^ done much to strengthen either. He 
i' aurrendered his essential aloofness, 

■ hit individuality, for power; and 

(. power, bought at that price, usually 
eludes the buyer in the end. 

Ditto Bengal. After some resist* 
ance to the Gandhian tide in the 
nation’s affairs, Bengal opportunisti¬ 


cally thought that, by breaking 
bread with the Devil, as Gandhi 
was once actually described, it 
could break hie back, that by adop 
ting other people’s values, surren¬ 
dering Its own, it could take over 
the management of the flourishing 
business of nationalism. Soon natio¬ 
nalism had little use for Bengal; 
meanwhile it had lost its soul. 


Bengal and Nehru aw in many 
ways -two atudics in One 

says such things about living em 
titles only with urunixed sadness, A 
personal statement may be in order. 
This writer discerns the love>faate 
complex not only between Nehru 
and Bengal but also between him’ 
self and Nehru and Bengal. 

— Flibbertigibbeft 


Capital View 

Events Are Conspiring... 

Ronieah Thapnr 


^UCUST, the month which used 
to remind iis of drama of the 
transfer of power in 1947, is now 
fast becoming the herald of the 
‘aggressive season’. For many yeais 
to come, every August, this country 
will look anxiously towards her 
land frontiers m tfic West, North 
and Fast for signs of aggressive ac¬ 
tion. Any deployment or concen¬ 
tration of troops 1 .S likely to cause 
grave apprehensions—at least until 
such time as we are in a position to 
bloody the nose of an intrvidins; nei¬ 
ghbour. This year has given us the 
first sampling of what it u going to 
be like in the Augusts yet to come. 
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However, the alarums alioiit the 
situation on the frontiers are obvi¬ 
ously designed only for the vulgar 
populace, not the ruling elite. Kvcii 
as the government of Uttar Pradesh 
came to a grinding halt following 
the resignation of eight ministers, 
and S K Patil launched on the resi¬ 
gnation - offered - resignation - with¬ 
drawn techniques at Union level. 
Finance Minister Morarji Desai de¬ 
cided to show us how aloof he is 
from alarums and the dirt of politics 
by taking off on a pilgrimage to 
Amamath accompanied by Deputy 
Finance Minister Mrs Tarakeshwari 
Sinha and personal secretariat. The 
emergency is certainly very distant 
from the consciousness of the lea¬ 
dership. 

Developments on the S K Fatil 
front did not come as a surprise, 
but we have been somewhat jolted 
by the extraordinary indecision of 
the Prime Minister. I remember that 
when K D Malaviya was being pu¬ 
shed into a corner prior to his «•- 
moval jrom the Cabinet, the weak¬ 
ened left wing of the Congress Par- 
ty did eypect die faction^ balance 
to be maintained by the expulsion 





of certain prominent right - wingers 
from the Prime Minister’s entourage 
— and S K Patil’s was to be the 
first head to fall. The monsoon fai¬ 
lures, the food crisis and runawav 
prices also deepened the ciisis 
around Fatil. 

The Prime Minister initiated n 
rather complicated gambit to arrange 
the exit of his Food and Agricul¬ 
ture Minister from the Cabinet when 
he indulged ni a minoi reshuffle lust 
month He asked Patil to transfer 
himself to Kailways and to hand 
over Food and Agriculture to 5iwa- 
ran Singh. Politically, this would 
have been disastrous for Patil —and 
the expectation was that he wniiki 
resign in protest No such reaction 
was forthcoming. Patil merely re¬ 
fused to transfer himself. And, 
what’s more, he found a supporter 
III Lai Bahadur Shastri, 

Coming Trial of .Strength 

Fioni fairly reliable accounts, the 
pre.ssure on the Prime Miiiister to 
‘make an example’ of Pali! continu¬ 
ed to iiicivase, what with ptoddings 
from Gulzarilal Nanda and an angry 
Planning Commission. The Prime 
Minister was persuaded to pen a 
letter to Patil which would revive 
the question of his resignation. Patil 
took the plunge, and surprised his 
opponent.® by sending in his resig¬ 
nation. Again, Lai Bahadui Shastri 
intervened to re-establish the tlafuf 
quo, to postpone drastic decisions 
until November when the snows des¬ 
cend on the Himalayas 

Those observers who see Lai 
Bahadur Shastri as the leader who 
is second only to Nehru argue that 
the Home Minister correctly sur¬ 
mised that S K Patil outside the 
government would be a source of 
considerable embarrassment. Tliey 
dismiss as false the repoii that 
Shastri’s insistence on Malaviya’s le- 


signation was effective only after he 
had agreed to the Patil purge at a 
latei dale. On the other hand, the 
cynical in the ruling party would 
haw- iis believe that Sha.stri has 
only one motivation—to keep Patil 
‘in reseive’ for his trial of strength 
with Moiurji Desai when the ques¬ 
tion of deputy leadership comes on 
to the political agenda. 

I have gone into this business only 
to show that it is not the faltering 
monsoon, or the confusion in agii- 
ciiltiiral policies, which condition 
the crisis around Patil. New aligri- 
rm-nts aie developing within the nil- 
ing party They find inspiration m 
(he fact that the more coherent of 
the leftists in the Congress Parly 
are no longer able to assert their 
influence directly on policy-making, 
and the vacuum so created has to 
be filled In other words the High 
Command has to prepare a new mix¬ 
ture of .so called ‘rightists’ and ‘lef¬ 
tists' to preserve the legend that the 
Congress Party represents the -nation, 
for without a Menon or a Malaviya 
the legend docs not impress. 

Even ns the most unlikelv ele¬ 
ments present themselves in Nehruist 
trappings in careful preparation for 
the next act of the drama, hard 
headed organisation men are turning 
towards leaders of the calibre of 
Atulya Ghosh and K Kamaraj as 
the only persons capable of taking 
firm hold of a crumbling but mass¬ 
ive political machine. Here again, 
in the choice of the candidates can 
be seen the subtle differentiations 
l^etween opposite groups of the Con¬ 
gress Party. Kamaraj is the natural 
choice of the more enlightened, but 
lobbyists claim that for some iii-ex- 
phcable reason Lai Bahadur Shastri 
prefers Atulya GhoSh who, believe 
It or not, is also being dressed Up 
as a Nehruist. 



.Wltjiiffi 'IB' the Btajjlw ' 
the’^tttic»ll7<conBcu>a8 ia theC^- 
tal» th^ fate of policy plaaning Can 
wejl he hnagined> We are still con- 
tei^ to repeat the cUche arguments 
for against non-alignment, soci* 
aiism and democrat-y when the press¬ 
ing need is to thrash out a policy 
which would be viable in tire now 
situation and would preserve our 
national interests. Quite clearly it 
18 not enough to be just anti-China 
and to see every development 
through this self-destroying obsession 
—somewhat like Pakistan and her 
anti-India phobia. 

When we speak of the massive 
targets of the fourth five-year plan, 
it is no longer enough to assume that 
increasing foreign aid will solve 
problems; we have to organise more 
zealously to raise resources from 
within the country in various way* 
and to link defence needs with deve¬ 
lopment perspectives. When we 
view the widening rift between the 
Soviet Union and China, it is short¬ 
sighted to consider only the reper¬ 
cussions on the border conflict; we 
have to probe the impact of this 
split on thinking in Asia and Africa 
and move with skill and flexibility 
to assert our views on colonialism, 
economic development and peace. 
When the test ban treaty is signed, 


it’lB*siaiive conteat 'Vvith 

deciuration in support of it; we 
should urge that savinfjs which 
result from such a ban be divested 
through the United Nations for the 
economic uplift of the under-deve¬ 
loped -— a position which would ex¬ 
pose the pretensions of those wlw 
oppose the treaty. Only this kind 
of creative approach to the issues 
which present themselves wiH help 
us hammer out a policy which 
makes sense and which pays divi¬ 
dends. 

Our policy-makers are now likely 
to realise that our concentration on 
obtaining military aid only from the 
West was a grave error, but can we 
say with confidence that our West- 
oriented politicians and biireaiiciafs 
will not repeat their mistakes ? The 
suggestion that the Prime Minister 
visit the Soviet Union — now being 
actively discussed — can repair only 
some of the damage done by our 
antics during this year. Is it too 
much ,lo expect that the cogitations 
within the Congress Party and the 
continuing moves to re-organise the 
Union Cabinet will give us back a 
sense of direction ? I'he next few 
weeks, or months, will provide the 
answer. 

Income Tax, Please Note 

Tlie State Trading Corporation 


has jult?' ooheiuded die sale by pii ’ 
sealed «lettder systesn of a nun^jr = 
of ‘diplomalic cars' whioh did not ' 
intere& government offices and pub* ' J 
lie sector undertakings. The follow¬ 
ing are the highest prices c^eredt 

Sunbeam Alpine Sport Model " 

(1960 model) R« SO.dW; Rover 3 
Lifbe Saloon 1960 model Rs 60,000; 
Chevrolet Saloon 2 door 1959 model 
Rs 31,351; Pontiac Katalina 1960 
model Rs jk),000; Ford Fairlina 300 
model 1960 Rs 70,0(X); Opel Kapi- 
tan model 1959 Rs 25,000; Sunbeam 
Rapier model 1962 Rs 42,501; Stan- 
daid Triumph model 1960 Rs 13,106; 
Metcedez Benz 220-S model 1960 
Rs 70,501; Plymouth Belvedere 
S W model 1957 Rs 33,200; Austin 
1960 model Rs 33,333.33 nP; Ford 
Falcon 1961 model Rs 55,000; Ford 
Sedan model 1961 Rs 45,101; 
Chevrolet Imphala 1960 model Rs 
70.000; Open Kapitan Sedan 1961 
model Rs 48,100; Mcrcede* Ben* 
220S model 1960 Rs 71,201; 
Mercedez Benz 190D model 1961 
Rs 47,100; Austin A/55 model I960 
Rs 33,200; Ford S W moddl 1961 
Rs .39,(X)0; and Ford Zephyr model 
I960 Rs 35,000. 

Who are the gentlemen who could 
afford to pay these fantastic prices 
for second-hand cars which were not 
even road-tested by them ? 


From the London End 

No Rosy Prospect for Conservatives 


\^ITH Parliament now in recess 
for the summer, it is perhaps 
appropriate to assess the prospetfts 
of the Conservative Government. 
Recent events have certainly been 
dramatic, the failure of Britain to 
enter the Common Market, the refu¬ 
sal of the economy to live up to the 
forecasts of Whitehall, the Vassal 
affair, the Profumo scandal, the 
Ward trial, the crisis in the Conser¬ 
vative Party which has raised the 
prospect of an early change in the 
leadership. Never before has tlie 
prestige of the Tory Party fallen So 
low. In the last month, however, 
the Labour Party, perhaps through 
a misguided sense of chivalry, hks 
not been able to cash in fully on 
the misfortunes of the Conservatives 
to advance in any startling way 
their own popularity in the country, 
which row td a peak after the Pio- 
fumo affair but has now started 'to 


decline. With the recess before him, 
Mr Macmillan now has three months 
in which to decide if and when hr 
should resign. There is no doubt 
that the success of the Moscow 
test-ban agrement has transformed 
his personal position and re¬ 
established his prestige within the 
Party. On present showing, there 
is little indication that the Conser¬ 
vatives propose to hold an election 
this autumn. 

Opinion polls are notably unre¬ 
liable, but they do at least give a 
general indication on the trend of 
public opinion. Towards the end of 
July, a Daily Mail opinion poll 
showed that Labour’s lead had fal¬ 
len from 184 per cent in mid-June 
(after the Profumo affair) to 8 
per cent. The Express poll showed 
a 9 per cent drop. The Gallup poll, 
on the other hand, showed a Labour 
lead of 184 per cent, 


All the latest economic indica¬ 
tors, even interpieted in the most 
favouiable light, do no more than 
show' that tlie industrial barometer 
is set fair. There is still no sign «rf 
a dynamic upwaid swing. All that 
can be said is that a slow expansion 
of business activity has started. 
The Chancellor of the Exchequer, 
however, remains optimistic. Recen¬ 
tly he told Parliament: “The pro¬ 
spects of securing expansion in the. 

Labour's Lead 
Mail Gallup* Sx^reas 
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economy wilhout inflation are en- 
eoaraginK”- A cloier look at 
indicators do not appear to provide 
evidence of the ability of the amntry 
to reach the projected 4 per cent 
growth rate this year iiiileas some 
new atimulu.s can be injected into 
the economy. 

The mam comiusions that the 
two recent Treasury publications, 
“Economic Trends” and the July 
“ Bulletin foi Industry ”, seem to 
draw are, that whereas in the fiist 
quarter of 196'i the weather disrup¬ 
ted activity, output fell, uneinnloy- 
tnent increased and the aveiage 
standard of Jiving dipped, the posi¬ 
tion has now imjiroved. 

Produriion lnche« Dp 

Seasonally adjusted, the May in¬ 
dex of imiiistrial production reached 
a new peak of 118 (1958=100), 
one point higher than the revised 
figure for April, Production has 
continued to recover at a stately 
rather than sjiectacular rate from 
the low point of 113 in January 
The average for the three months 
March-May is slightly above the 
best level for any three-month 
periofl in 1962. 

The number of unemployed m 
July fell hy over .30,000 from the 
June level and stood at 449,000, 
which was equal to 2 per cent of 
the working population. Altliouph 
this was the lowest level for the 
last one year, it was still the highest 
July figure since the war. Perhaps 
one of the most disappointing sta¬ 
tistics relate to unemployed school 
leavers, whose number rose from 
7,000 to 12.000. The big exodus of 
ischool children in England and 
Wales in August will bring the 
national total this year to about 
350,000 and this will turn the total 
unemployment figures up again 
The T U C has not been reassured 
fay the overall unemploymet figures 
for July and fears that tlie improve¬ 
ment has not been enough to pre 
vent a very large number of people 
loeiRg their jobs next wiiitei 

Perhaps the most encouraging 
figiuea are those referring to over¬ 
seas tiade. Exports in June were up 
for the third montli running In the 
second quarter, exports at E .33,5 
nulUon a month were 3 per cent up 
on the first quarter. Imports at 
£395 million a month also showed 


an increase. The vinble trade defidt 
which had averaged £45 million A 
month in 1962 narrowed sharply in 
the first quarter to the low figure 
of £ 36 million, but widened in the 
second quarter to £47 million a 
month. 

In the sei-ond quarter of 1963, 
exports were 5 per cent above their 
1962 figures. Shipments to the So¬ 
viet bloc have risen sharply; ex¬ 
ports to the Common Market also 
lontinue to rise. Exports to the 
United States are beginning to re- 
covci from the low winter level. 
Imports of industrial materials have 
now ceased to fall, and those of 
semi-manufactures, particularly che¬ 
micals, reached a new peak in the 
second quarter. 

Perhaps, even more satisfactory 
from the Government’s point of view, 
has been the remarkable steadiness 
of sterling, despite the suspicion 
which is now beginning to siinoiind 
the dollar. During July, the Sterl¬ 
ing Area’s gold and convertible cur- 
icncy reserve rose by £ 7 million to 
a total of £976 million While this 
i« only a .small increa.se, it is cei- 
tainly encouraging as it i.s geneially 
rare for anv gam at all to be recor¬ 
ded in July which is about the 
worst month for sterling, since pay¬ 
ments have to be made for seasonal 
food and raw material imports, 
while receipts from Sterling Area 
crop exjiorts have not started to 
c,ome in With the reserves at iheir 
present level, combined with the 
IMF standby credit of £ 357 mil¬ 
lion, the $500 million mutual 
“ swap ” arrangement with the Fede¬ 
ral Reserve, and the short-term faci¬ 
lities available from the Continental 
Central Bank.s, Whitehall is pieily 
confident that the leserves are strong 
enough to withstand any run on 
sterling that might develop in the 
next vear or so, even during the ele¬ 
ction campaign. 

Oplimldlic, but (^utiouw 

Company profits as a whole die 
now recovering, and a recent report 
published by the Board of Prarle. 
based on the accounts of 618 coni 
panies received in the second quar¬ 
ter of the year, covering accounting 
vears eriding between April 1962 and 
March 1963, show that gross trading 
profits were 3 per cent higher (ban 
a year earlier, compared with a de¬ 
cline of 4 per cent in the first quai- 


ter and 10 per cent in the £nal quar¬ 
ter J|qt ye»r. 

While the external balance gives 
some cause for optimism, internally 
private investment in new plant 
and machinery showed little sign of 
recovery. Public investment both 
current and capital, is said to be 
rising fast. On the latest projec¬ 
tions, Government capital expendi¬ 
ture IS running well over 10 per 
cent above 1962 and current expen¬ 
diture only a little less. House buil¬ 
ding IS exceptionally busy, while re¬ 
tail sales arc edging upwards. 

There is, therefore, nothing in the 
latest indicators to discourage the 
business swing towards optimism 
which was shown in the June FBI 
sujnvey As far as the smaller and 
medium sized businessmen are con- 
rerned, the quarterly survey of the 
Natrona! Association of British 
Manufacturers reveals a similar, 
though not quite so strong, reaction. 

Boom Still Far OflT 

Since the net results of the first 
seven months of the year have been 
so sluggish compared with the Gov¬ 
ernment’s hopes, the pace of econo¬ 
mic expansion will have to quicken 
perceptibly in the autumn to reach 
the, official target. There is, however, 
continuing optimism in Whitehall 
where it is claimed that although 
the speed-up has so far been limited 
to cars and construction, pro.sperity 
will broaden out after the holidays. 
The Government’s optimism is shared 
by some economists like Professor 
Victor Morgan who expect the .rate 
of economic growth to accelerate 
“quite sharply” during the second 
half of the year. He believes that 
fixed investment by private indu¬ 
stry has ceased to fall and may 
soon begin to expand But the main 
dynamic force, in his view, will 
come from consumer spending. The 
relationship between wages and 
prices has become a great deal more 
favourable to the consumer in re¬ 
cent months, and hire purchase has 
he^un to be an active factor again. 

The idea widely held in the spring 
tljat steeply rising Government 
exfienditure might merge with buo¬ 
yant private spending in the final 
quarter of this year, to produce a 
real boom, ran no longer be serious- 
Iv entertained in the light of the 
slow expansion that has taken place 
so far. 





Confereace on Rural Industrialisation 


'jpiE second conference on rural 
industries projects which was 
held in the last week of July in 
New Delhi under the auspices of 
the Rural Industries Planning Cota- 
mittee (RIPC) of the Planttin^ 
Conunission was a tame affair. The 
four-day conference did not yield 
any decision which could he consi¬ 
dered significant for the develop- 
ment of rural industries. Inasmucn 
as the conference was attended hy 
officials mostly, its deliherations 
could not but be formal. Prominent 
among non-officialg present was Shri 
Jayaprakash Narayan, who was'Ws- 
ponsible for the initial impetus to 
rural industrialisation in the coun¬ 
try. The conference had before it 
a paper submitted by Shri Jaya¬ 
prakash Narayan and another by 
Prof D R Gadgil. No doubt there 
were many platitudinous comments 
on Shri Narayan’s note by several 
speakers, including members of the 
Planning Commission; yet when the 
time came to make definite recom¬ 
mendations, the note was simply ig¬ 
nored 

In a way, the inconclusive delibe¬ 
rations of the conference were symp¬ 
tomatic of the general disability to 
come to grips with really vital is¬ 
sues Lofty principles are adopted 
hut their translation into specific 
programmes for action is left to the 
bureaucracy which is neither inte¬ 
rested in nor capable of this task. 
And when, as is often the case, 
implementation of new ideas dired- 
ly threatens to circumscribe the 
sphere of authority of the bureauc¬ 
racy, it is hardly surprising if the 
results turn out to be quite differ¬ 
ent from what were intended. Td 
make the point clear the events 
leading to this second conference on 
rural industries projects may be 
summarised brie.*ly. 

J P^a Initiative ; 

Shri Jayaprakash Narayan in his 
address to the Akhil Bharat Sarvo- 
daya Sammelan in April 1961 h^ 
referred to the continued economic 
stagnation of the rural areas arid 
had suggested the creatitm of a 
special agencv, a Rural Industriali¬ 
sation Ccmunission (RIC), in which 
the existing all-India Boards and 
Commissions were to be merged and 


(From a Corre$potident) 

which would he charged with mrai 
industrialisation programmes, Ute 
suggestion was wonh conaidering 
for several raasms, 'Dre stagnation 
ot the rural areas is not open to 
question; the situation is •dually 
deteriorating. Enqihasiaing role 
of rural industries in the develop¬ 
ment of the rural areas was Shn 
Jayaprakash Narayan’s distinctive 
contribution. Nor did Shri Narayan 
remain content with enunciatii^ a 
principle; he suggested a concrete 
step to transform the principle into 
reality, the setting up of an all- 
India Rural Industrialisation Com¬ 
mission. His suggestion sought to 
rationalise the organisational struc¬ 
ture created for the promotion of 
rural industries and crafts by doing 
away with the large number of or¬ 
ganisations — su^ as the Khadi 
and Village Industries Commission, 
the All-India Handloom Board, the 
All-India Handicrafts Board, the 
Small-Scale Industries Board, the 
Coir Board and a host of other 
so-called non-official agencies whose 
revenue was principally or substan¬ 
tially derived from the public ex¬ 
chequer. 

Variety of Indottrie* Needed 

Shri Narayan explained that 
rural industrialisation should not 
be confused with setting up a few 
large industries in rural areas. Nm* 
should it be limited to cover what 
are termed as ‘rural industnes’ or 
agricultural industries, such as 
processitm of agricultural commo¬ 
dities. There can and should be 
a variety of industries established 
in rural areas. The pattern of rural 
industrialisation would be based on: 
(a) local resources, both human 
and material; and (b) local needs. 
‘Local’ does not mean a single 
village; it may mean a village, a 
block or a district — depending 
upon the nature of the industry and 
the technology used. 

The Rural Industries Planning 
Committee which officially came 
into being in April 1962, was ths 
direct outcome of this suggestion 
of Shri Jayaprakash Narayan. The 
first conference on rural industries 
projects was held in July 1962. 
The conference gave its approval 
to the selection of 45 projects m 


different States. It was further de- 
cided to form State-level advuiory 
Committees — preferably with the 
Chief Minister as Chairman, At the 
Centre a Standing Committee was 
appointed to give constant attention 
to the implementation of the pro¬ 
gramme. 

Decent Burial 

According to the official report on 
the prograss made daring the past 
year. State level Committees and 
Projects Committees had been 
formed in alt the States. Except 
for two projects in Bihar, all the 
other 43 projects were being ad- 
minjftered by State Government 
departments. Some economic sur¬ 
veys had also been conducted to 
find out the potentialities lit deve¬ 
lopment of different types of niial 
industries in the project areas. 

From this brief account one fact 
clearly emerges. The idea of a 
special agency for rural industria¬ 
lisation was accepted in principle 
only to be given a decent burial in 
practice. The multi-tier organisa¬ 
tion now existing — the Planning 
Commission, RIPC and its Standing 
Committee at the Centre, the State- 
level advisory Committee and the 
Project Committee — has not been 
a satisfactory substitute. As Shn 
Narayan has commented in his 
latest note, “the State level com- 
mittae has been reduced more or 
less to an advisory status and the 
Departments have obtruded them¬ 
selves to such a degree that the 
RIPC’s objective of speedy imple¬ 
mentation is fairjy well frustrated. 
The question of power, privilege 
and procedure appears to be more 
important than getting the job 
done”. Lest this should be mis¬ 
understood as the frustration of an 
idealiflt non-official, it is necessary 
to note here that at the second con¬ 
ference many Slate Governmen: 
officials interested in the implemen¬ 
tation <d the projects also gave vent 
to their frustration at administrative 
delays in similar or even stronger 
language. 

The remedy lies in a hig^ level 
decision to free the projects from 
departmental control. This can 
never be achieved if it is left to the 
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departmental sfcretary. Ministers 
can always afipoint a competent oft- 
cer with pfoper oncnlntion and au¬ 
thority to deride on surh matters; 
but that is never done. Tlie result 
is, as was nicely summed up by a 


^r'' "'7'; d ' ■ 


civil servant of Icmg standing, that 
year after year the same subject w 
hetng discussed with no progress be¬ 
ing made. There were some hard 
boiled bureaucrats at the Conference 
who were opposed to all types of 



delegation of airtbority. tJ»e*** 
also civil servant# e#^ to show re¬ 
sults, but they could not find a way 
out of the maze of administrative 
procedure which our politicians are 
unable or unwilling to change. ' 
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LOOK 

It’s warm and summer. You 
ate looking for an informal 
shirting that can keep you 
cool, fresh and comfortable all 
day long, a shirting that lets 
the air in. Why don’t you try 
BINNY’S MOKOLIN ... the 
shirting for active people. 
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MOKOLIN 

fets the air in 
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Beak 

The Evil the British Did 

sc Misra 

British Rvle in India i An Awemmmt, by Rani Gopal, Asia Publishing Ilouir, Bombay, 1963, pagns X+364, price Ri 18. 


JNDO-BRITISH history has had 
several schools of writers. During 
the early years of the John Company 
when iU affairs were still currem 
politics, its critics liked to brin^ out 
the darker aspects of its rule, as the 
classic indictment of Warren Has¬ 
tings ^nd John Mill's history amply 
testify. As the contacts deepened, 
British administrators like Elphin- 
stone, Grant-Duff Malcolm and a 
host of others depicted in, terms 
favourable and otherwise, an^'lfc- 
count of the land in which they 
found themselves. Later still, as the 
19th century moved to a close and 
the rumblings of nationalism were 
heard, critical studies of this move¬ 
ment were written, generally un¬ 
favourable and echoing the senti¬ 
ments which Lord Curzon had ex¬ 
pressed forcefully and volubly. 

Simultaneously, an academic 
school also developed which concen¬ 
trated on detailed and meticulous 
studies, especially of the administra¬ 
tive aspects. It naturally underplayed 
the nationalist sentiment and sought 
to bring home to the Indian people 
the benefits which the establishment 
of Pax Brittamca had secured for this 
land. Per contra, nationalist writers, 
wrote bitterly portraying the humili¬ 
ation of the Indian people as a sub¬ 
ject nation and the unscrupulous and 
brutal tactics by which the British 
empire had been acquired. Albion 
perfide and Divide et impera became 
the major themes of nationalist 
writers. 

Indian Counterblast 

The coming of Independence in 
1947 could have closed this era of 
academic recriminations. This has 
however not been so; British writers 
still find it hard to get over the trauj 
matic experience of quitting Indlh 
and sedc to prove that the Necessary 
Evil was after all, not so evil and 
that though this Empire might h^ 
been created by foice and by fraud. 
It was tolerably well administered 
and the people were not too unhappy 
under It. And it was the lever which 
brought Intfig and the Indians into 
the modem world. 


“ British Rule ui India ” reads 
like a counterhlMt to books of this 
kind which attempt to soft-pedal the 
admittedly deleterious effects of Bn* 
tish rule in India. The first ten chap¬ 
ters of his book, Shri Ram Gopal 
devotes to an examination of the 
economic and political asp«Tt> of this 
age in which he seeks to discover the 
“extent (to which) India progressed 
or declined under British rule”. In 
the last thr«* he tells- tne .story of 
Indian nationalism, its biith and its 
Odyssey “Through Fire to rreedoni’’. 

Objectivity in Hiiitury 

Shn Ram Gopal has participated 
in this freedom struggle and he is 
conscious of the fact that he may be 
accused of “retaining prejudices in 
his mind’’ “ This aprehension ’’ 
he wiites, “heightened my sense of 
objectivity, as a similar one did when 
I was writing my ‘Indian Muslims; 
A Political History’ ’’. The latter 
work he writes, won prai.se from 
Rushbrooke-Williams for its objec¬ 
tivity and he has “taken all care to 
maintain the objectivity of a delcch- 
ed historian”. 

Histoiical objectivity however is 
more a quality of the mind than an 
attribute of style which may be as¬ 
sumed at will. There is not the Ieast_ 
doubt that Shri Ram Gopal has sin¬ 
cerely and unremittingly tried to 
maintain this objectivity; but of this 
also there can be no doubt that what 
has issued from his pen is not an 
assessment but an indictment of Bri¬ 
tish rule in India. It is hard to find 
a favourable reference to the Bri¬ 
tish rulers in his book. Piassey is a 
“treachery” and 1857 “the Great 
Revolt”. Indo-British trade is a “story 
of exploitation”. British agrarian 
policy proved ruinous to Indian 
peasantry; their “ samples of mo¬ 
dern equipment pertaining to agri¬ 
culture , . remained as mere 
exhibits and .... the Indian pea¬ 
sant remained a iclic of the mid¬ 
dle ages; nay he was now a sfcelclon 
of his former self” The Industrial 
progress made by India was negligi¬ 
ble and increased the pressure on 


land^fule diminishing the number 
of those dependent on industry. The 
Government earned the “ wages of 
sin ” in laying open the “ trail of 
opium and liquor”. WMle th« Gev- 
erninent maintained neutrality on 
reliffi|U8 issues, “Englishmen (hd imt 
miirf ruining Indians for their fuu”. 
Humiliation led to cosciousnees and 
the emergence of the press, though it 
it.sf<lf had to face severe persecution 
at the hands of the Government. 
The police served the ends of the 
oppressers; “throughout British rule, 
he Me policeman) obstinately re¬ 
tains his traditional characteristics 
of bribery, exaction and oppression”. 

In this set'Up, judicial administra¬ 
tion itself suffered. Discrimination 
between the Indian and the European 
was rampant. “The absence of pro¬ 
per judiciary from the administration 
of criminal justice remained a stigma 
on British jurisprudence throughout 
the British rule in India and this 
impropriety manifested itself more 
poignantly in political cases”. Ex¬ 
pense on education was meagre 
and tardily sanctioned and totally 
inadequate. “ The British civilian’s 
mam concern was to maintain Bri¬ 
tish rule and an important aipect of 
the system the bureaucracy created 
was to ensure Indians’ submission to 
it and to create envy for greater 
loyalty”. 

Damning Indictment 

In the midst of this foreigo-impo- 
sed rule, the ideas of democracy 
entered India, sparked by the revo¬ 
lution which was taking place in 
England itself during the lOtb cen¬ 
tury. “ British rulers though they 
had adopted India’s traditional 
feudal'ways of administration could 
not, in the very nature of tilings re¬ 
main wholly unaffected by the cur¬ 
rent of new political thought and 
quite a number of them gave, by 
wnid of mouth and writings, broad 
hints to the effect that victimisation 
of the poor called for modem reme¬ 
dies”. In addition there was the 
ferment in the late 19th century, 
“ preparations and manifestations ” 
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though they did not equal the ‘'ma¬ 
gnitude of the Revolt of 1857". 
And this hnally led to the “ Rise 
of Nationalism'* i.ymbolised in “The 
Indian National t^ngretw (which) 
was the first and only national orga¬ 
nisation the people of India gave 
themselves”. 


All this is true and probably much 
more ran be added. ITiere can be 
no more damning indictment of a 
regime than the fact that it exacted 
more than fifty pei cent of the total 
produce from the cultivator and 
spent it on the maintenance of a 
foieign army on its soil—a fart true 
for most of the British age But then 
the British had not come to India to 
benefit Indians—no Imperialist power 
c.an or does rule in the interests of 
Its subjects. 


British v» Other Imperialisms 

Once this has been said and grant¬ 
ed, the need for an objective, dis¬ 
passionate and factual study arises. 
The distinguishing feature of British 
rule in India was the oiiganic link 
which subordinated the interests of a 
static and agrarian economy to that 
of an expansive and industrialised 
British system. Once this unequal 
relationship had been stabilised and 
inslitutioimli.sed, its consequi nces 
followed. 


The British were not alone in 
imposing this sort of unequal rela¬ 
tionship, as IS well-known Any 
assessment of British rule in India 
has, therefore, necessarily to bear 
comparison with the effects of Outch 
rule in Indonesia and French rule in 
Indo-China to say nothing of other 
European powers: the Belgians in 
G>ngo and the jackal imperialism 
of Portugal in Asia and Afruu. 

Ill this comparison, it must Iw- 
admitted that the British come out 
mucii better than their less-favoured 
Compeers. Theirs was a loiig-teini 
policy which recognised the rtece- 
ssky of allies, of forging subndiaiy 
indigenous classes which would fun¬ 
ction as ancillaries both in the task 
of ruling and in the proces.' of ex¬ 
ploitation. Shri Ram Gopal dues not 
deal with this aspect of British rule, 
the extent to which the Indians helped 
their jaasters in the spoilation of the 
Indian people. If he had sketched 
the liiatory of Indian India, the 
itatei, the nunindari tenor 



in U P and Bengal, it is possible 
that, by comparison, he might have 
found the British civilian beneficent! 

Positive Achievements 

Besides, with all their shortcom¬ 
ings, the British did leeognise then 
obligations to the ruled, an obi i,ga¬ 
llon which wa;, undoubtedly flouted 
repeatedly hut which never entiiely 
lost Its validity Possibly, the Parha- 
menlary system at home was respoii- 
siblf foi this, a system m which men 
like Dadubhai Naoroji pinned ibeir 
faith The Indo-British link also 
saw, It cannot be denied, some signi¬ 
ficant steps in the moral and niatenal 
iniprovemeiil of the Indian people 
Such jiOHitive acbievemenli. il is 
possible to say, were incidental ra¬ 
ther than intentional, the bye-pro- 
ducts of an imperialist age This may 
be true, but r- .social engineei irg 
always a delibeiate process^ 

By contrast, the rule of othei Eu¬ 
ropean nations in then countries of 
occupation piesents a shoddy picture. 
The Dutch, to quote Panikkar, 
“carried out a policy which s)strnia- 
ticdllv leduced a whole popuialnin 
to the status of plantation laiioin'' 
For the Portugese, proselytisation 
and leligiou-- persecution remained 
the primary goals Only tlie French 
in Indo-China resembled the Biitisli 
in attempting to provide goad rule 
but even they found, as the Bntish 
discovered, that good lule was no 
substitute foi --elf-tule. The compe¬ 
titive imperialism whii h opened 


China to the Vest in the .111^4'^ 
the iHMh century with its ^ott-sij^ 
ted, short-lived policies in that land 
of long memories, illustrates the dis¬ 
ruption which could be caused even 
in a land which escaped political 
domination. 

Indians' Role 

An assessment of British rule is 
difficult to arrive at unless a critical 
examination of the two-way process 
is made—of the British policy and 
of the Indian reaction. How was k 
that the Indians helped the English 
to conquer India, that the British 
ruler’s Indian army revolted not 
when it conquered Bengal, Bihar 
and the rest of India for them but 
when It had to bite an objectionable 
cartridge? What enabled China to 
keep the foreigner out till 1842. 
fifteen years before the Mutiny? A 
whole array of problems arise which 
have to be satisfactorily answered 
befoie an assessment —neither an 
encomium nor an indictment—can 
he made. 

The hook is excellently written and 
excellently produced. It deserved a 
bibliography and a fuller index. 
It presents a certain point of view 
with lucidity and clarity and while 
It may not be possible to agree al¬ 
ways with the writer’s assumptions 
or his presentation, he must be given 
credit for having presented it with 
sufficient care and documentation. 
It i« hoped that it will be widely 
read. 


The United Commercial 

Bank Ltd 

Head Office 2, India fjxrliunice Place, Calcutta. 

G D Birla 


Chairman 


Aiilhorised (jipiial 

Rs. 8,00,00,000 

i^ubiH'ribed t.Apiial 

Rs. 5,60,00,000 

Paid-up Capital 

Rs. 2,77,75,087 

Reserve Fund and Ollier Reserveii 

Rs. 3,08,00,000 

Uepnsils & Bills Payable (31.|2.62) 

Rs. 1,08,22,75,015 

With Brwrhe*. m all ^iport.mt ntios and towns m India, Pakisun, 
Malaya, Singapore. United Kingdom and Hong Kong and Agency 
Arrangemrnls ihroughouT the world, the Bank U fully equipped to give 
best service in India and abroad. ® 


S T Sadaaivaja 
General Manattr 





'.S’, ‘ 

Augttat lb, V 


Puri: Itepiict of Sd(»o-Economic Changes 
on Religious Complex 

Nitjraaanda Pataaik 


The decline of the great religious traditions of the fogannath temple at Puri has been linked to the 
downfall of the Gafi^Mti Kings of Orissa who were the gtiardians of the temple traditions. 

This is by no means the whole story. 

Other factors like the rising cost of living, tite impoverishment of the temple estate, the changing atti¬ 
tude of the lUerate population am attempts by the Government to take a hand in the administration of live 
temple are alt responsible for the decline of the religious complex at Puri. 


pURI, a small town with a popu* 
lation of about 50,000 iti Orissa, 
is a famous place of pilgrimage for 
Hindus because of the temple ul^|he 
great God, Jagannath, Besides being 
a place of pilgrimage, it has now 
also become a summer resort, being 
situated on the shore of the Bay of 
Bengal. With the journey from Cal¬ 
cutta reduced to 12 hours by rail, 
Puri is visited by people from Bengal 
and other neighbouring places in 
increasing numbers. During the 
Car Festival of the Lord Jagannath 
thousands of people from different 
parts of India gather in this town. 
Being the seat of the Lord Jagannath, 

It has been known as the heavenly 
city, particularly after the Gajapati 
kings of Orissa shifted their palace, 
from Khurda to Puri. 

Pun has tlius two faces: it has a 
holy aspect centred on the Jagannath 
temple and other sacred places in its 
precincts which the pilgrims are 
solemnly enjoined to circumambu¬ 
late; it also has a profane aspect 
confined to the sea shore and the 
modern hotels which the holiday ma¬ 
kers swarm in thousands during holi¬ 
days and in the summer season. 

The Gajapati kings of Orissa were, 
and still are, looked upon by the 
peasantry as gods, like the Lord 
Jagannath. *016 people address them 
iis God-King ( Thakur-Raja) or 
mobile God (chalanti Vishnu) as 
contrasted to Ldrd Jagannath known 
as immobile God (achaianti Vishnu). 
The intimate relationship between 
the paramount king of Orissa and 
the Lord Jagannath, the paramount 
deity of the State, has long been re¬ 
cognised. That relationship has both 
mythical and ritualistic expression. 
But there are also strong economic 
and political bonds reinforcing the 
symbolic ones. 


The two-class system which was 
once the characteristic feature of 
society in Oriasa upheld this mystic- 
ritual a.ssociation between God and 
king. In this class system there was 
on the one side the magico-rehgious 
God-King of old aristocracy and 
power living in the capital city and 
on the other the vast rural peasan¬ 
try living round the city in small 
compact villages. The God-King lived 
according to a hierarchical pattern 
of power and privileges wherea., the 
pca.sanlry, subservient to the king, 
lived on a basis of communal demo¬ 
cracy, mutual obligation and sub¬ 
sistence. 

Though the kings are no more m 
power and the people live m a free 
state and under much improved eco¬ 
nomic conditions, the attitude of the 
rural people towards the king as God 
remains unaltered. From the point 
of view of historical impact, Orissa 
in this respect represents a survi- 
valistic phenomenon in the rising 
tide of secularisation in modern 
Hinduism. 

Decline of Great Traditions 

To maintain the kings' position 
there were parallel rituals in the 
palace and the Jagannath temple of 
which they were the absolute autho¬ 
rity. Due to economic impoverish¬ 
ment of both the palace and the tem¬ 
ple and with the growing secularisa¬ 
tion of the persona! behaviour of 
the kings who were the guardians of 
the temple tradition, there is evid¬ 
ence of ritual attenuation and dete¬ 
rioration in ritual standards in both 
the palace and the temple. The 
performance of duties has been 
irregular and there has slso been 
a deterioration in both the qua¬ 
lity and quantity of consecrated 
food. Quarrels among the temple 
functionaries, between functionaries 
and kings, and administrative staff 


occur now more frequently than 
previously. On the whole, the ad¬ 
ministration of the temple is i.ow 
in such a state of disrepute and dis¬ 
order that one wonders if the temple 
may not be about to become a 
national antiquity, the pilgrims 
turning into tourists, and the pilgrim 
nest houses (dharmasalas} into 
tourist hotels (pantha rdvas) in 
future. 

The decline in the great traditions 
cannot be attributed solely to the 
decline of the kings. The decline is 
due to several other forces. The 
attitudes of temple functionaries and 
the public and the Government’s 
interierence m the temple adminis* 
tration are all contributing forces. 
The rising cost of living and the 
inadequacy of food gifts to maintain 
their growing families have compel¬ 
led the temple functionaries to 
find other sources of income to sup¬ 
plement the declining temple in¬ 
come. They have become less religi¬ 
ous and more money-minded and 
business-like in the performance of 
their ritual services. And monasteries 
like Sankaracharya, Jadu Math and 
many others have been engaged in 
litigation and luxurious living, neg¬ 
lecting their duties in the temple for 
which they are granted landed pro¬ 
perty belonging to the temple. 

Many of the changes can also be 
attributed to the impoverishment of 
the temple estate of which the steady 
inflation is one of the major causes. 
Under die new tenancy acts the 
share-croppers holding the endowed 
lands of the temple are making new 
demands and no longer pay their 
full dues. In the past the kings’ 
personal expenses proved a drain on 
the temple estate; now the mainten¬ 
ance of the temple office staffed by 
officials is an equal burden on the 
temple treasury. 
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Thtt Govcinmonl authorities have 
by law made the king wilhiiraw hi« 
adminiatrative control ovei I lie leni- 
plf. They are alno trying to bure- 
aucratiae the services of the temple 
functionaries b) enforcing re(oid-of- 
righta. They are attempting to trans¬ 
fer patterns of secular adtnini'itra- 
tion to a aacred institution even 
though the secular administrative 




structuie IS often far from aurcesafiil 
even in tin- realm for which it was 
devised. 

Nevertheless facts change before 
theory ~ theoiy is more tenacious 
than reality People in the rural 
areas have not downgraded the kings 
of Pun in their estimation a.s the 
leadeis of the stale and the literate 


city jwcyle have done. AH A<t com¬ 
plaints of the leaders against mts- 
maiiagement in the temple have no 
effect upon the villagers. They con¬ 
tinue to believe in Jagannuth as the 
Great Lord of the Universe and in 
the king as the mobile form of that 
great God. The struggle for secula¬ 
risation goes OH to a great extent 
only within leadership groups. 
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What is Wrong with Our Administration 

P K ChMdhurl 

All committees atid experts called upon to suggest measures of administrative reform have beetK 
almost without exception, content with recommending changes in secretariat procedure, amendment of finance 
a»d audit rules and delegation of more power to the man in the field. 

While the importance of these measures is not underrated, it is suggested here that they touch only 
the fringe of the problem. 

The ills of our administration require more droUtc remedies. Is it surprising then that though the 
recommendations of a number of committees and experts have been acted upon, albeu in a piece-meal 
manner, the pj^blem remains and is probably getting worse? 


'J'HE First Five Year Plan in¬ 
cluded a whole chapter on 
“Administration and Public Co¬ 
operation” It asserted: “The pace 
of development will depend largely 
ujJon the quality of public adnShW^t- 
ration .. . The principal objectives 
to b® achieved in public administra¬ 
tion are integrity, efficiency, economy 
and public cooperation” During 
the First Plan an “Organisation and 
Methods Directorate” was set up at 
the Centre in the Cabinet Secreta- 
iiat and individual Ministries also 
set up special organisation and 
methods units In a number of 
States as well steps were taken to 
set up organisation and methods 
units. But to-day, after over a de¬ 
cade, it is anybody's guess how far 
these arrangements have helped to 
expedite the dispatch of business 
and to create greater interest in 
and understanding of matters affect¬ 
ing administrative efficiency. 

The Second and Third Plans 
reiterated the need for increased 
efficiency in the administration. 
Quite a number of studies in admi' 
nivtiative reform were undertaken 
at the instance of the Government 
As a result of these studies some 
procedural char^ges and improve- 
mejits in the conduct of Govern¬ 
ment business have been effected, 
hut the overall tone of the admi¬ 
nistration has not undergone any 
change at all. 

To talk of administrative reform 
has become the fashion, and the 
State Governments cannot be ex¬ 
pected to lag behind the Centre.^ 
They have also appointed commii- 
tees under various titles to report 
on the subject. The reports of some 
of these committees, e g, of Andhra, 
Kerala, Mysore, etc, have been pub¬ 
lisher}. The Governments of Maha- 
lashtra and Rajasthan have appoint¬ 


ed high-power committees on 
administrative reform dnnng the 
current year. 

Heads Must Roll 

According to the report of the 
Mysore Committee, “the real test 
of efficiency of administration in a 
democratic set up of Government is, 
of course,, the reaction of the peo¬ 
ple to the way in which it is be¬ 
ing run.” Judged by this yard-stick 
the Central and the State Govern¬ 
ments will undoubtedly rate very 
low. The image of the administra¬ 
tion as it exists to-day has become 
inseparable from inefficiency, delay 
and corruption. The other day the 
Union Minister for Steel and Heavy 
Industries was reported to have de¬ 
clared that explanations and excu¬ 
ses would no longer be tolerated 
and that “heads will roll” in the 
public sector. But when? 

All the committees on adminis¬ 
trative reform, almost without ex¬ 
ception, have been content to sug¬ 
gest changes in secretariat proce¬ 
dures, amendment of finance and 
audit rules and delegation of more 
power to the man in the field. I 
don’t underrate the importance of 
these su^estkins. But they only 
touch the fringe of the problem 
The malady requires a deeper ope¬ 
ration. It is not surprising, there¬ 
fore., that though these recommend¬ 
ations have been acted upon, albeit 
piete-meal, the problems are very 
much there and probably getting 
worse. 

One of the mo.st important cau¬ 
ses of administrative delay in Gov¬ 
ernment is the tendency to concen¬ 
trate more and more power at the 
secretariat level both at the Centre 
arid in the States. And this applies 
also to the heads of executive de¬ 
partments. This sounds a bit strange 
when every diy we are growing 


more eloquent about Panchayati Raj 
and decentralisation. 

It was noted in the First Plan 
that “during recent years as new 
responsibilities have been assumed, 
there has been greater concentra¬ 
tion of work in secretariats both at 
the Centre and in the States and 
the stage at which effective deci¬ 
sions ar^ taken within any depart¬ 
ment has tended to be pushed up¬ 
wards”. To-day, after a decade of 
planning and administrative reform, 
this tendency to concentrate power 
at the top continues unabated. The 
Third’ Five Year Plan mournfully 
records: “As was pointed out both 
in First and in the Second Plan, 
Central Ministries and perhaps Se¬ 
ri etariat Departments in the States 
have tended to assume responsibili- 
tie.-t for an increasing amount of 
original work. This has reduced the 
initiative of the executive depart¬ 
ments and their ability to function 
on their own”. But the political bos¬ 
ses and bureaucrats demur: no part¬ 
ing with power for them. In spite of 
expert opinion and recommepdations 
of various committees and the re¬ 
peated urgings of the Planning Com¬ 
mission that the Ministries and the 
secretariat should rid themselves of 
necessary functions and duties, hard 
ly anythii^ has been done in the 
matter. The top-notchers are just 
not prepared to part with power. 

Thjj^ findings of the Mysore Re- 
sou rWfS'*- and Economy Committee 
are revealing in this connectimi. The 
Committee says: “This simple in¬ 
vestigation was sufficient to bring 
out the astounding fact that, exclu¬ 
sive of time covered by cabinet con- 
aidrratlDn, it takes normally 272.2 
days on the average for a file to 
be processed in the secretariat. A 
paper has to pass through 19 stages 
in' the ’ secretariat”. A case study 
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con4uct«d l>y this Committee brou^t 
out the fact that out of 7,157 jiro- 
tions entertained in a period of aix 
fflontha in the Revenue Department 
only 78 pttitioiia pertain to the sec¬ 
retariat, being in the nature of ap¬ 
peals for review. And out of the 
rest, 35 {>ctitions call for no action 
and need not have been entertained. 
The balance of 6,111 petitions need 
not have come to the sccretd.nat at 
all. This is a staggering amount of 
unnecessary work with which the 
the secretariat is burdened. The 
affairs of the Government nf other 
state capitals as well as at Delhi 
are no different. To eliminate delay 
all the recent studies have suggest¬ 
ed a cut in the proliferation of sec¬ 
retariat functions and duties. They 
have all stressed the need to con¬ 
fine the secretariat to its legitimate 
functions, that is, assisting the Min¬ 
ister to frame policies, laying down 
rules and principles of procedure, 
work connected witli legislation and 
evaluation of achievements of the 
various State programmes. 


Nobody’s Responsibility 


The other important cause of de¬ 
lay and inefficiency in Government 
business is the lack of individual 
responsibility in the administration. 
Dr Appleby in his second report on 
Indian Administraiton remarked: 
“In India by a curious proliferation 
of the conception of parliamentary 
responsibility and cabinet responsi¬ 
bility and by reliance on excessive 
procedures of cross references there 
has been built an extraordinary eva¬ 
sion of individual responsibility and 
a system whereby everybody is res¬ 
ponsible for everything before any¬ 
thing is done”. In actual practice, 
unfortunately, nobody is held res¬ 
ponsible when anything goes wrong 
or remains undone. Without building 
up individual responsibility it is fu¬ 
tile to talk about administiative effi¬ 
ciency. Let us illustrate the point. 
When the Bhakra hoist chamber was 
flooded was anybody in the adminis¬ 
tration held responsible for the 
failure? When the sheet-piling pro¬ 
cess failed during the construction 
of the Kotah barrage on Giambal 
was anyone held responsible? Or 
for bungling in Rourkela? These 
are only a few well known cases. 
In alrasist every irrigation project 
fn the country the actual area which 
is ioutrd to he irrigable after the 
completion of the project falls far 


m 


II. 



short of the estimated command 
area. Not only this, the actual cost of 
these projects far exceeds the origi¬ 
nal estimates. Sudi shortfalls and 
wrong estimates put the entire plan 
out of gear. In a communist coun¬ 
try people responsible for such 
bungling would have been severely 
punished and in a capitalist econo¬ 
my they would lose their jobs. But, 
then, ours is a mixed economy ! 

One of the basic tenets of sound 
administration in a parliamentary 
deinoi'racy is the responsibility of 
the Cabinet Minister for the depart- 
nienl.s under them. But in India 
this responsibility is systematically 
evaded. Last summer’s power fail¬ 
ure in Delhi is an instance. Neither 
the Delhi Electric Supply Under¬ 
taking nor the Punjab Government 
nor even the Union Cabinet Minis¬ 
ter in charge of Power and Irriga¬ 
tion accepted responsibility. Ulti¬ 
mately, under bitter criticism and 
pressure from Parliament, the 
Union Home Minister had to own 
responsibility Similarly, how ludi¬ 
crous and infantile it appears when 
the Union Agriculture Minister 
blames the Planning Commission 
for the failure of the agricultural 
programme or when the Union Rail¬ 
way Minister and the Minister in 
charge of Mines and Fuel blame 
each other for the failure of the 
Railways to carry sufficient quanti¬ 
ties of coal to the consumer. The 
people at the top have become past 
masters in the game of passing the 
baby on. If such are the traditions 
set at the highest levels how can 
we expect an ordinary public ser¬ 
vant to be more responsible 
Too Man}' Rules 

Proliferation of rules and statu- 
tary laws is another important 
cause of delay and corruption. Rules 
and relgulations are pouring out of 
Government presses everybody at a 
rate that neither the public nor the 
Government officials can hope to 
keep abreast of them. Take, for ins¬ 
tance, the provision for tax relief 
when a person purrJiases a tractor 
for agricultural use. He is entitled to 
relief from excise duties and sales 
tax to the tune of, say, Rs 3,000 or 
more for a 28 HP tractor, depending 
Ml its price. Besides this he has to 
pay only a nominal registration fee 
for its use on the road. However, 
to got this tax relief he is required 
to procure a certificate either from 


the l^eiidddar or Agrici^unif 
Officer ‘(both of whom nQn*g«' 
aeited) to the effect that the tra^ 
tor will be used for agriculture. And 
if be is detected using the tractor 
for any other purpose he is lia¬ 
ble to pay the full amount of the 
tax. But with the implementation of 
land reforms in almost all the 
States there is hardly an agricultu¬ 
rist left with a holding big enough 
to provide work for his tractor 
throughout the year. In practice al¬ 
most 90 per cent of the tractors pur¬ 
chased by agriculturists are utilised 
for commercial purposes outside the 
agricultural season. An agricultu¬ 
rist of common means who has in¬ 
vested nearly Rs 15,000 (probably 
with loans from the Government) 
in purchasing the tractor cannot 
afford to keep the tractor idle for 
nearly six months in a year. So he 
becomes a ready prey for the un¬ 
scrupulous elements in the admin¬ 
istration. The officials who frame 
rules and take decisions little rea¬ 
lise the impact of these rules and 
decisions on the lives of ordinary 
ciUzens. But this does not stop them 
from lieing extremely self-righteous. 
Take the case of the Community 
Development Projects or the Indus¬ 
trial Estates, barring a few excep¬ 
tions, they have turned out to he 
complete failures. But none in the 
Government will concede this. 

Nearly a decade has passed since 
the publication of the Kripalani 
Committee’s report on corruption in 
Irjdian Railways, hut is there any 
improvement in the working of the 
Railways in this respect ? Ask any 
business man or industrialust who 
has to book parcels in smalls or 
goods in wagon loads regularly by 
rail. He will tell you that theie is 
a fixed fee (not accounted for), ac¬ 
cording to the traffic importance of 
the station, which he is required to 
pay to the station staff for every 
wagon or package of smalls booked 
by him. 

The Chief Minister of Orissa 
spoke about the people’s court the 
other day. If things continue as they 
are to-day, some day the people 
may in despair take the law into 
their own hands. What is needed 
are not palliatives but a radical 
chan|ge in our very conception of 
administration. The adrainiatrators 
are there not to rule but to 
iater to the needs of the people, 



'GAT^< Prijmise and FulfUt^nt ''' 

' (frmf Q Sp*ciai Cmta^ijo^ 

The retolution on the trade problems of developing countries adopted at the CATT Ministerial Con- 
ferenee held in May this year was a mflsterp^e of prevarication. It set up an Aetion\Commitiee and suggeU- 
ed that the Cmmcil of Representatives should take procedural slept necessary to establish this Committee. 

What that would achieve um nowhere clear but the vagueness was probahly delUserate. 


The disappointment of the developing countries with the outcome of the Cossference was well known. 
Dr Sicco Mansiwldt, one of the vice-Chairmen of the E E C, wai among the first to agree that the develop¬ 
ing countries were getting a raw deal. At a press conference he admitted that all the aid given to these coun¬ 
tries Was not sufficient to offset the losses sustained by them as a result of continuously faUing commodity 
prices. 


The developing countries have supported a U N Conference on Trade in the hope that what the GATT 
has demed them can be achieved through this organisation. This may be a forlorn hope, but if the Soviet 
Union backs k up, the Western countries may yet realise that trade is the best form of development aid. 


OATT came Into being on 
™ January 1, 1948, three years 
after the last gun had been fired in 
Worid War II and an uneasy peace 
had settled in the West, the interna¬ 
tional political and economic picture 
was still blurred. Such organisations 
as the EBC or the Comecon had yet 
to come into being. Scores of coun¬ 
tries had yet to be set free. India, 
it is true, had become independent, 
along with Pakistan, Ceylon and 
Burma. But India pressed by enor¬ 
mous problems was yet to lay down 
the principles that were to guide her 
economic future, still to relate fully 
her economic development with ex¬ 
ternal trade. The talk was on the 
after-effects of partition. Attention 
was more on the refugee problem 
than on Industrialisation, more on 
food than manufactured products, 
more on Kashmir than on foreign aid. 

It was a different world in eve*^ 
way. 

India’s independence had stirred 
up the latent demands for freedom 
in other countries In Asia and Africa. 
In Europe Itself the effects of the 
Marshall Plan were still to mani¬ 
fest themsSlvea France was engag¬ 
ed in a bitter war in South East 
Asia; Britain was in the throes of 
tremendous social sind poUUcal 
changes and Oermany was walk^Wg 
the road that was to lead her to a 
miraculous economic recovery. ^ 

The ynlted Nations had alKh4y 
ooRie Into being, with fifty-five 
members. But OATT bed only 
twenty three. The United Nations 
was predominantly a "western” club, 
voicing the views largely of western 


Powers. So, in a sense, was GATT. 
The United Nations still bad to give 
birth to the Asion-African Group. 
The latter was non-existent In GATT. 
Both at the United. Nations and In 
GATT, such of the Asian-Afrlcon 
countries as were In, had to tread 
softly, for they were In such a min¬ 
ority. 

It is salutary to read the minutes 
of the five important tariff negotiat¬ 
ing conferences under GATT held in 
1947, 1949, 1951, 1958 and 1960. 
Equally Instructive are the minutes 
of the meetings of Ministers of 
GATT member countries held at 
times when guidance and directives 
were called for at the political level, 
notably in November 1954, October 
1957, October 1958, October 1959 and 
November 1961. By 1961, however, 
vast transformations had taken 
place; political patterns had changed 
to an enormous extent. The old 
world had given birth to a new 
one 

Membership 

Membership of GATT, however, 
was not to keep up pace with that 
of the United Nations which now 
has more than one hundred. The 
Contracting Parties to GATT still 
number only fifty, if one does not 
take into account those who have 
acceded provisionally, or those who 
participate^ in its activities tmder 
■pedal arrangement or thoM whose 
membership has yet to be accepted. 

An aiiatyds'bf . the membership of 
GATT is educative. Of the fifty Con¬ 
tracting Parties: 

Two are front the North Atlantic; 
the united SUtes and Canada. 


Sixteen are from Europe: Austria, 
Belgium, Czechoslovakia, Penmorti, 
Finland, France, Federal RepubUc hf 
Germany, Greece, Italy, Luxembourg, 
the Netherlands, Norway, Portugal, 
Sweden, Turkey and the United 
Kingdom. Of these, Austria is a 
neutral State, like the Scandinavian 
countries, and like them, a member 
of BFTA, Finland, Is neutral, but 
with one foot in the western can^p 
and another in the Soviet. Czechos¬ 
lovakia was a member before the 
Communist coup, but has been per¬ 
mitted by COMECON to continue 
Its membership of an otherwise 
"capitalist” organisation. Portugal 
remains the only colonial power, and 
at the same time the "underdeve¬ 
loped" member of NATO. .jAVOTch 
and British intereats da^fT over 
membership of Britain of ti^ iBuro- 
pean Common Market. Qree^ and 
Turkey are the other two members 
of NATO specifically desigaaiadt as 
"underdeveloped", with special ' pro¬ 
blems of their t^wn. 

Two are from Ooeama; Australia 
and Naw Zealand, both membara of 
the Commonwealth and therefore 
ill-dlspoaad towards Britain jmning 
the Common Market. 

Twelve are from Africa: Came¬ 
roon, Central African KepubUc, 
Brazzaville Congo, Gabon, Sierra 
Leone and Upper Volta, which are 
French-oriented. Ghana, Nigeria, 
Tanganyika and Uganda which are 
British-oriented, not to mention Uu 
Federation of Rhodesia and Nyasa- 
land, now under the hammer, and 
the Union of South Africa, the lone 
wolf. 
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INDIANOIL SIGNIFIES PROGRESS 

Today, INDIANOIL Is of trennandous importance to the farmer, for high speed diesel oil ^HSO) powers 
the tractor that enables him to plough to greater depths of fertility It also runs farming equipment that 
sows the seed and reaps and threshes the gram ■ INDIANOIL Signifies Progress and is indispensahie 
to India’s growing economy. The Indian Oil Company markets and distributes all over the country 
petroleum products that play a vital role in every facet of national life, in field, factory and the home. 
INDIANOIL is also the sole distributor m India of Mobil industrial and automotive lubricants, known fq; 


their premium quality. 


INDIANOIL 


IndiflMI Oil Company Limited, (A Genmmtnt of InSt Un: 

HSAD OFMCSt CUrka Road. Makaluml. B0MSAY04 • WStTSSN SSANCH 
Ctrmichatl Read. ROntAY-U WS • NORTHBRM SSANCH: laavtii Vihn", 
nwnt draat, NEW DRLHI-I • SASTSaN SSANCHi F-M pr Eundarl Mohan 
CALCUtTA-M •tOUTHISN SSANCH: ‘Khivnl Mafluoo,’ ISO-A t1oun< Road, MAOR^ 












' Om from thft CorH>bMta Mrtth 
■triHV ptiU totTnrda JBHUinl' 

.dud and t^boco. 

' lagtat a*«-tram Ldtin J^tlorieK: 
,taWilWII| GMle, Ouba, Domlnfean Re- 
ptobUn, Haiti, Nlooragua, Peru, Uru- 

swy. 

Nine are from Asia and the Mid¬ 
dle East: Burma, Ceylon, India, In- 
doneMa, Israel, Ji^an, Kuwait, Vede- 
ration of Malaya, Pakistan, popula- 
tion-wlae, the most numerous and 
with the exception of Japan, all 
grievously under-developed. 

Five countries have acceded provi¬ 
sionally to GATT. They are: Argen¬ 
tina from Latin America, Tunisia 
and the United Arab Republic from 
North Africa, Switserland and Yu¬ 
goslavia from Europe. 

Cambodia and Spain are expected 
to accede this year Poland, another 
Communist country, participates in 
the work of GATT, like Cambodia 
and Spain so far, under special 
arrangements. 

Fifteen countries have their appli¬ 
cation to GATT membership pending, 
though GATT has been applied to 
them since 1948. They are- Algeria, 
Burundi, Chad, Leopoldville Congo, 
Cyprus, Dahomey, Ivory Coast, Ja¬ 
maica, Madagascar, Mali, Maureta¬ 
nia, Niger, Rwanda, Senegal and 
Togo, all former colonies and with 
a couple of exceptions, French-ori¬ 
ented. 

Who are the non-members of 
GATT? The Outs'' 

Firstly, the entire communist 
world, with the delicate excepUops 
of Poland, Czechoslovakia and Yugos¬ 
lavia. 

From among the Latin American 
countnes; , Paraguay, Ecuador, 4 : 0 - 
lombla, oil-rich Venezuela, P&naipa, 
Costa Rica, Guatemala, Hondui^ 
Mexico. Bolivia and El Salvador. 

From Asia, Africa and the Middle 
East: China, the Philippines, Thai¬ 
land, Korea, Laos, Vietnam, Saudi 
Arabia, Yemeni Jordan, Iran, ..bd 
Syria, Lebanon, Afghanistan, Nepal, 
Morocco, Somalia. 

Frmn Europe* Iceland and 

Clash of Interesta 

GATT—General Agreement on 
Trade and Tariffs—Is a misnomer. 
The "Agreement" has never been 
truly voluntary; it has always been 


in^assd by the strong over the weak. 
Those wtra bad the poQtical and 
economic power, have luled the 
roost 

That the poUttcally strong axe 
now being challenged is the result 
of the new international configura¬ 
tion which has brought into being 
a host of small countries, once colo¬ 
nies, but now fuU-fle^;ed nattons, 
all seeking a place under the sun. 

It is also the result of an inevit¬ 
able process whereby former Powers 
have been made to reidise the enor¬ 
mity of their social crimes that con¬ 
demned large masses of people to a 
stature no higher than hewers of 
wood and drawers of water. 

Two equal and opposing tendencies 
have become noticeable m GATT 
talks now. One is that of the Haves 
who frankly do not want to give up 
their stranglehold on the economies 
of the developing countries. The 
other is of the Have-nota who are 
m no mood to tolerate their hard¬ 
ships any more 

The position of the Haves was 
stated eloquently by the Belgian de¬ 
legate to the GATT Ministerial talks 
held In Geneva in May. Belgians are 
a very forthright people, entirely 
Ignorant of the niceties of diplomacy 
which the more seasoned practition¬ 
ers of the art employ in their deal¬ 
ings with poor countries When the 
Belgians want to say that they In¬ 
tend to keep what they have, they 
say so in plain terms. This is liter¬ 
ally what the Belgian Minister said 
in Geneva. Europeans he said, were 
In no position to give up some of 
their hard-won gains. Their living 
standards had to be taken into con¬ 
sideration They could not be sacri¬ 
ficed for the sake of the developing 
countries who could do no better 
than trade among themselves, instead 
of wanting to sell their manufactur¬ 
ed goods to the developed nations. 

It must be noted that Belgium 
was the spokesman for the entire 
European Economic Community and 
spoke not only for itself, but for 
the other five members of the Com¬ 
munity as weU. The Community’s 
attitude towaX'ds tariff reduction and 
giving openings to the produce -of 
developing countiies was one of “we 
win keep what we have and give 
thought to what we can do for you 
in due course". Very diplomatically, 


the cbatouiui <a the .MlQtetm^ly 
mmia 0 , the Swiss represemattfi. 
polatsd' out that the BuropeexiA of 
course, had a point Him and theif : 
standard of living needed to b« a|>* 
predated. But the ptiilOaophy of 
"everything understood, everything 
forgiven" could lead to inaction attd 
GAfTT. he hinted, was in danger of 
sliding into inaction. 

GATT being what It is. It had 
every reason to take recourse to in¬ 
action on the principle of "when in 
doubt, do nothing”. For some years 
now, it had been under pressure to 
do something for the developing 
countries, until the Contracting 
Parties at their twentieth session 
held in November 1962 had no Other 
option but to call for a Ministerial 
Meeting in 1963. This meeting, it 
was liedded. should consider “a pro¬ 
gramme for effectual liberalisation 
and expansion of trade in both pri¬ 
mary and secondary products’'. It 
went further. “In this connection, 
full weight should be attached to 
the importance and urgency of ne¬ 
gotiating solutions to the' problems 
of trade In primary product* and to 
the a 4 <dltional trade problems of the 
less-developed countries”. The GATT 
Council of Representatives was called 
upon to prepare an agenda for the 
meeting and to make adequate pre¬ 
parations. 

The Council at Its meeting In 
February 1963 decided that the Mi¬ 
nisterial meeting should be hedd in 
May Preparatory work for the nveet- 
ing was undertaken by three sub¬ 
sidiary groups; 

(al Committee in of the trade 
expansion programme, which is pri¬ 
marily concerned with expanding the 
exporUsanungs of the less-deveK^- 
ed countries, 

fb) the Special Group on Trade 
In Tropical Products, which is con¬ 
cerned with finding waye and means 
of widening the accese to world 
znAmett for exports from countries 
in the trofrical zone and, 

(c) the Working Party on Proce. 
dures for Tariff reduction which was 
create at the last ministerial meet¬ 
ing In 1961, for the purpose ofexam- 
Ining'new procedures and techniques 
for the farther reduction tff tariff 
barriers on a most-favcmred < nation 
basis. In accordance with the terms Of 
the General Agreement’’. 
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The Council then drew up <?oncrote 
euggeetlone and eubmlaalonN which 
were largely baaed on the i>repara- 
iory work of the three groups 

(k>uiirir« Snbroiteions 

The CouncU’a recommendationa 
were of two kinda. general and thoae 
bearing on particular producta. But 
the Council waa far from unanl- 
moUB. Opinion waa aharply divided 
aa between membere of the Euro¬ 
pean Slconomlc Community and 
Aaeoclated States on the one hand, 
and the rest on the other That the 
Aaaoclated States from Africa, were 
all underdeveloped and would have 
done better to cast their lot with 
similarly handicapped nations did not 
seem to have occurred to any of 
them. 

The Council’s recommendations, 
therefore, are strictly those of the 
Contracting Parties not belonging to 
the EEC and Associated States 
These recommendations suggested 
that the Ministers should be Invited 

(a) to endorse the general ob¬ 
jective of free access to markets for 
tropical products, In view of the great 
importance of these producta to the 
foreign exchange earnings and eco¬ 
nomic development of many leaa- 
developed countrlea. 


action la rccognlaed, barriers to trade 
and reatrainta on consumption of 
tropical producta should be dealt 
with In the context of the forthcom¬ 
ing GATT trade negotiations. 

The EEC States and States aaao- 
clated with the Community did not 
support the incIuMon of general re¬ 
commendations Representatives of 
States associated with the Com¬ 
munity stated, however, that their 
delegations supported the removal ox 
revenue duties and interna] charges 
The States associated with the EEC 
and the Community Itself stated their 
belief that the general and primary 
objective was to increase the export 
earnings of the less-developed coun¬ 
tries in order to promote their eco¬ 
nomic development by all appro¬ 
priate means. Freedom of access to 
markets for tropical products was 
only one of those means Such free¬ 
dom would be truly effective only to 
the extent that all the pre-requlsites 
to Its full effectiveness had been 
completely achieved In a]! these coun¬ 
tries In the meantime, such freedom 
should only be Implemented gradual¬ 
ly, to the extent compatible with 
the existing situation and the speci¬ 
fic needs of some of the countries 
concerned, in order not to hinder 
their economic development on a 


'V i [I f, 

(d) ‘3^ fidiiniiiiitim vt-'iunttw'm 
IMimary producta important tn tbb 
trade of less-developing oouatrie*. 

(el The reduction by atlehtt gfi 
per cent wlthhi a period of three 
years of tariff bairtera to the pro¬ 
cessed and semi-pToeeseed goods of 
export interest to the less-developed 
countries. 

(f) The progrewlve reduction of 
internal charges and revenue duties 
on products whoUy or mainly pro¬ 
duced In less-developed coimtries, 
with a view to their elimination by 
December 31, 1965 and 

(g) The establishment of an an¬ 
nual reporting and consulting pro¬ 
cedure by Contracting Parties on 
progress made in removing restric¬ 
tions and Implementing measures 
designed to provide larger access for 
the products of less-developed coun¬ 
tries. 

Besides, the Committee also said 
that in view of the progress already 
achieved In the removal of trade 
barriers in the way of less-develop¬ 
ed countries, it would be useful and 
desirable to Intensify work aimed 
at assisting the less-developed coim¬ 
tries in diversifying their export 
economy and Increasing their foreign 
exchange earnings generally 


(b) to agree that the Instability 
of prices and Inadeqcacy of earnings 
are the principal problems affecting 
producers of tropical products; 

(c) to agree that. In the interval 
before action Is taken to remove the 
existing trade barriers, there should 
be a “standstlH" and governments 
Ahould refrain, as far as possible, 
from any measures which might re¬ 
present an intensification or exten¬ 
sion of these barriers. If, in fact, a 
government felt that it has to take 
any measures of this kind. It should 
have prior consultations with the ex¬ 
porting countries mainly interested 
in trade tn the product concerned; 

(d) to give epecial attention to 
the problem of revenue duties and 
intemal charges, with particular re¬ 
gard to the difficulties which have 
delayed the implementation of the 
relevant part of the Ministerial De¬ 
claration of November 1961 and to 
the steips which need to be taken to 
•peed tip such Implemmltatlon; 

(e) to decide that, where this has 
not already been done by prior ac¬ 
tion and the deelrabiUty of such 


sound and balanced basis, until such 
time as their full Integration into 
the world economy could be effect¬ 
ed without harmful consequences 

On the question of recommending 
action on Individual products, there 
were once again differences between 
the two groups in regard to coroa, 
coffee, bananas and tropical oilseeds 
and oil Only in regard to tea and 
tropical timber was their unanimity 
that the Ministers should be invited 
to agree that the customs duty 
should be removed with the least 
possible delay, if practicable, before 
the end of 1963 

Committee IlTs Report 

Committee in had submitted a 
plan of action to be adopted by the 
Ministers under seven headings- 

(a) A standstill on new tariffs and 
non-tariff barriers. 

(b) The elimination of remaining 
quantitative restrictions affecting ex¬ 
ports of Isss-dsveloped countries. 

(c) Action by industrialised coun¬ 
tries which would pm'mit duty-free 
entry of tropical products into their 
markets. 


Fifint, Counter-Point 

When the GATT Ministerial meet¬ 
ing convened in Geneva on May 16, 
the seeds of failure had been duly 
planted. The Americans came to the 
conference table with one over-rid¬ 
ing aim in view to get a straight 
across-the-board cut of 60 percent 
li^ I {tariffs As the Guardian put It, 
the Americans had armed themselves 
with the Trsule Expansion Act of 
October 11, 1962. This was Mr Ken¬ 
nedy's Congressional showpiece. “In 
the face of the protectionist pres¬ 
sure groups which thrive in Wash¬ 
ington like ants under a warm 
stone, Kennedy had obtained unpre¬ 
cedented powers to slash existing 
tariffs and resist demands for new 
ones; a dramatic negotiation was 
dreamt of between the United States 
on the one hand and an enlarged 
jpiuropean Economic Community 
on the other with all nationa. 
and eapeclally thoae struggling to 
develop, benefittlng from the trade 
liberalisation,’’ 

That was to prove to be only a 
dream. 
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R' Rtrcmi' tXMdtion vir^^ 
iBXiC ROd table 'United';«'tR^''VWiMn 
tlM QoBuMdnit]^ they could t^lndll 
their oonnnt to common ccBctwlone 
to the US for con,cesBloiie to their 
own economic intereeto in Burope, 
notably an enlarged market for 
cereal producto in protectionist Oer« 
many. With the United States, in 
the words of the Onardlsn's Peter 
Jenkins, they could "play upon 
Buropeim differences in order to 
drive the hardest bargain, whether 
with the view to obtaining worth¬ 
while new opportunities in the North 
American market or to registering 
a failure to agree which could be 
blamed on American obduracy." 

The Germans came to the scene 
greatly perturbed. They were Un¬ 
willing to accommodate the French 
in the agricultural sector, but were 
afraid that any failure of the talks 
might compel the Americans to with¬ 
draw into their shell. For them, 
with everything to lose, the Minis¬ 
terial talks were a great balancing 
act. 

The British had little to lose and 
little to gain; they were content to 
watch from the sidelines and make 
sympathetic noises when the Ameri¬ 
cans spoke. The developing countries 
were in a sad state of disarray. The 
Associated States of the BBC had 
practically been bought over; the 
rest, with no effective leadership, 
could only make their voices felt 
by shouting the loudest. The shout¬ 
ing was done by practically all of 
them, for every one of them was 
feeling strongly the pinch of sltdirilg 
prices for primary products. They 
also knew that their voices would be 
of no avail so long as there was no 
agreement first among ths BXIC 
States themselves and then between 
the BBC and the United States. 

It proved that from the very be¬ 
ginning the going was hard—for 
everybody. 

Indtan Viewpoint 

The Indians came to Geneva 1%' a 
highly sceptical mood Bxpwience 
had taught them-'-eqiecially 4t 41!^ 
Common Urntktt talks to Bhtowels— 
that the Btowpeans had littls ideal¬ 
ism it came to doing bustoees 
and could be talked to only ftom a 
positimi of strength. The Indians 
knew their Umitattons, but did not 


1^ itiWt th^t|K;>ithiBm from rnaktag 
uwtr •poliit.''' 

Their spotMsman, th* enoergetic 
Shri llanubhai Otah, had evidently 
been fully taletod by Ms permanent 
offlctala. to his first qwe^-—despite 
the bullytog tactics of the Western 
Powen who wanted romafke to be 
Blulrt~8hri Shah decided not to 
mince matters, but state the un- 
Ideasant facts of underdeveloped 
eoonomlek/as they were. B^Kporto 
from developing countries, be point¬ 
ed out, Miewed no signs of increas¬ 
ing. The terms of trade to primary 
products continued to be unfavour¬ 
able to them. In respect of processed 
and manufactured goods, dtscrlmtoa- 
tory quota restrictions and high ta¬ 
riff walls remained intact. And 
worse of all, tariffs on those few 
industrial products which could 
reasonably be expected to Increase 
the es^rt earnings of deVeloptog 
nations were higher than those on 
products traded among the industri¬ 
alised countries themselves. 

Shri Shah made a number of pro¬ 
posals. In the first place, he said, no 
product which could help the less 
developed nations increase their ex¬ 
port earnings should be Included in 
the exceptions to the aorose-the-board 
cuts proposed by the United States. 
Also, industrialised countries which 
have considerable experience in mak¬ 
ing adjustments in their economies 
should change their national laws to 
provide for suitable openings for in¬ 
dustrial producto from less-develop¬ 
ed countries by removing the bar¬ 
riers to their free entry. Finally, 
the Trade Negotiating Committee ot 
GATT should set up a suitable ma¬ 
chinery for examining and imple- 
Bienting tariff preferencss on select¬ 
ed products of Interest to the less- 
developed countries. 

Speaking latet* to the course of 
the general debate, Shri Shah made 
It clear that industrialised countries 
cannot expect to receive from the 
less developed nations reciprocity 
when acroas-the-bOard cuts were com- 
templated. He also demanded that 
whenever there was any discussion 
on tb« list of exceptions, the deve¬ 
loping countries should be consulted. 

Such plain speaking was sorely 
wanted. It had not been heard in 
the halls of the Palais des Nations 
for a long timU- Wbether Shri Shah 
threatened that he will take hie 


trade etijiiwliere le,_^ known. 
it was wm-known 'that he waa later; 
on to 1 ^ to Moscow for apemSO J 
trade talks. The BBC Statoa hoW- 
ever, knew full well that India had !' 
to come to them wUly nlUy for many . 
things: not the least, technical and ' li 
financial assletanoe and that, to the 
final analysis they held the wbto 
hand. 

US veraas EEC 

But the major lasue facing the 
GATT Minlsteni conference waa not 
how to CO about putting the deve¬ 
loping countries on their feet, but 
bow to resolve the dlffeienoes bet-^ 
ween the US and the BBC, 

“Our choice ot the basis on which , 
the reduction of tariffs Is to be car¬ 
ried out and of the manner to which 
agricultural trade is to be Included 
in the negotiations will have much 
to do with the aucceas or failure of 
negotiations," Christian Herter, tlto 
leader of the US delegation, aafal 
completely truthfully. 

Herter reminded the Mtolators 
that the US Trade Bxpanskm Act 
of 1962 gave President Kennedy tar- : 
reaching powers to reduce, on a ncl- 
procal basis, virtually the enttn 
range of American tariffa by as 
much M 50 per cent, spread over a 
five-year period. He said America 
fully realised the linear approach to 
be more fruitful means of achieving 
major tariff reductions. The funda¬ 
mental objective of the meeting was 
to bring about the greatest possible 
reduction in UrUto and other bar¬ 
riers of trade. He said. 

'T therefore urge that the Mi¬ 
nisters reach agreement that the 
maximum liberalisation of trade 
can best be achieved by negotia¬ 
tion which begins with across-ths- 
board, equal percentage linear 
cuts, with limited and narrowly 
defined exceptions The working 
hypothesis adopted by the Worit- 
ing Party was based on linear 
reductions of 60 per cent. While 
we think this is a good working 
hypothesis, the actual figure would, 
of course, have to depend on the 
dSciaions reached later_any for¬ 

mula based on unequal linear cuts 
imposes a serious limitation on 
the amount by which the average 
tariff will be reduced." 

The BBC countries, but specifi¬ 
cally France, were exposed to the 
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wm th»t tk*^ Unitea 
higlMr t4riff .»tea on more |lin>aitete 
tiitn WSCT countries 'and euiceiitlaf 
tM XT8 i^ea. for equal Umwt cuts 
urouUI be tantamount to the iBBC 
countries having: very low tariffs on 
American products while America 
would idUl mamtatn relatively high 
tariffs {even after the proposed 50 
per cent outs) on a relatively large 
number of Items of Soropean origin. 

Discussion was bitter and at one 
point it was feared that the Minis¬ 
ters' meeting would end in dismal 
failure. But failure was unthinkable. 

It would have had grave political 
repercussions. Some compromise had 
to be brought about and ibe Ger¬ 
mans Slone seemed well fitted for 
the job. When it was all over, Lud¬ 
wig Ertiard had this to say of the 
compromise agreement: “We are 
agreed on the shell of an egg What 
Will be In the egg we do not know." 

The New York Times gave a good 
account of what happened It said. 
"The United States concession 
lay m accepting what it had re¬ 
jected all during the Ministerial 
conference This was the principle, 
Inalsted upon all along by the six 
nation Common Market, and par¬ 
ticularly by France, that high 
Individual tariffs should be cut 
more than relative\y low tariffs 
where there are significant dispari¬ 
ties and where a substantial 
amount of trade is affected. 

“In the long battle over word¬ 
ing, the United States won some 
small points, but the basic 
parities’ principle was accepted. For 
historical and other reasons. Unit¬ 
ed States tariff structure has far 
more high points than the Com¬ 
mon Market structure ^ 

“In return, the United Stated 
won agreement from the Common 
Market that the general rule for 
tariff reductions should be equal 
percentage cuts The percentage 
ultimately agreed upon will almtefl^ 
certainly be leas than the 60 Wf 
cent urged by the United States, 
Acceptance of this principle .wa ||((|, ;. 
major concession by France. ^ 
"A GATT committee of experts 
mnit stIU work out how many 
prodttcu will be subject to the 
general rule of equal peroenias* 
cuts and bow many will be aub- 
ject to the special rules govpmins; 


dtoiutridatt^' Sstreinety tough bar^ 
fulnliig It equated on iMs issue 
before basic rides for negodatlon 
can be agreed upon." 

The overall agreement at the 
meeting covered not only the for¬ 
mula for tariff cutting but also the 
questions agriculture wd the 
special trade problems of’^Che ’ less- 
developed countries 
As the llbnes said; 

“On agriculture, the basic prin¬ 
ciple was accepted that farm pro¬ 
ducts should be included In the 
overall negotiations. It was agreed 
that they would probably have to 
be treated differently from Indus¬ 
trial products. It was also agreed 
to start immediately trying to 
work out new international com¬ 
modity agreements for grains and 
meat. These agreements could pro¬ 
foundly affect domestic pfice sup¬ 
port and subsidy programs sus welt 
as world trade.” 

Raw Deal for the Have-note 
Once the US vs EEC dispute was 
settled in a compromise, it did not 
take very long for the GATT Minis¬ 
ters to consider the problem of the 
developing nations The resolution 
that was passed was a masterpiece 
of prevarication. It set up an Action 
Committee and suggested that the 
Council of Representatives should 
take procedural steps necessary to 
establish this Committee What that 
wcmld achieve was nowhere clear 
but vagueness was probably deliber¬ 
ately planned. A spokesman for 
GATT, never at a loss for words, ex¬ 
plained that the Action Committee 
provided a legal and Institutional 
framework to enable the Contracting 
Parties to carry out the work of 
expanding the trade of the less- 
developed nations But the less- 
developed nations themselves were 
disappointed 

That this disappointment was 
known to leaders of industriaiUBed 
countries and that they were un¬ 
easy about It was evident Dr Slcco 
Mansholdt, one of the vice-chairman 
of the EEC, was one of the firet to 
agree that the developing countries 
were getting a raw deal At a press 
conference he admitted that these 
countries were steadily losing over 
the years and that all the aid given 
to them was atUl not Miough lo cover 
the loBses sustained in continuously 
falling commodity prices. 


The prelilem of devrioping cauii« 
tries has since then betin beautifully 
described by a report pubUshed by 
the Atlantic Institute, an interna¬ 
tional, non-govemmental study or* 
ganisatlon which aims at working 
out common poUcles. The Institute 
has a high-powered Board of Dltec- 
tors and members ranking high m 
their respective countries and its 
Director General has been till now 
Mr Henry Cabot Lodge, former cWef 
American delegate to the United 
Nations 

The names of the members is a 
roll call of the influential and the 
powerful. To name a few: Lord 
Oladwyn and Lord Franks from 
the UK Prom the United States: 
Will Clayton, Lewis Douglas, Chris¬ 
tian Herter Eric Johnston, Mrs 
Lord, and George Meany. Prom Ca¬ 
nada, Lester Pearson, present Prime 
Minister From Belgium, Foreign 
Minister Paul Henri Spaak; from 
Prance, Maurice Faure, Antoine 
Plnay. From West Germany, Frit* 
Berg, Karl Schiller, Baron von Op- 
penheim. The report of the Institute 
is aptly called "Partnership for Pro* 
gress" and must be considered one 
of the frankest ever made-*-foarring, 
perhaps, the more comprehensive 
report of the United Nations made 
in 1856—on the subject of aid and 
trade of developing countries 
The report said 

"Aid to be effective, needs above 
all, continuity. For the developing 
countries, the biggest obstacle to 
forming coherent development 
plans, and even more to putting 
them into effect, is the constant 
fluctuations of their external re¬ 
sources—whether from loans or 
grants or from the undependable 
value of their exports." 

The report added—and this has 
been said so often and by so many 
responsible people as to almost be¬ 
come a cUcbe—that the fluctuatitm 
in prices of produce and raw mate¬ 
rials has cost the developing na- 
tlone more, over the past few yean, 
than all the funds they have obtain¬ 
ed by^#ay of aid. This cost, said 
the report, has been in the falling 
prices of their own raw materials 
compared with the rising prices cff 
the finiehed goods they must buy— 
the “terms of trade." 

The report pointed out that prices 
have continually moved to the dis- 
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advasmits of developing oountriee nad 
to the Advantage of Induatrlallaad 
oonntrlee. The gain for the develop¬ 
ed counbriee repreaented an unearn¬ 
ed Increment, a windfall profit, un¬ 
related to the effort* of the country 
Which enjoyed It It would, there¬ 
fore be fair In principle to repay 
■uoH wlndfalla. The report pointed 
out further that economic aid to 
developing countries should be in¬ 
creased, aa a whole, when the terms 
of trade varied to the detriment of 
primary prodticts The report said 
that in the matter of tariff cuts, 
developing countries should be ex¬ 
empted from the obligation to offer 
reciprocal tariff reductions But to 
facilitate the general acceptance of 
the principle of "tariff disarmament," 
the report added, the definitions 
that govern dumping must be ra¬ 
tionalised and the procedures for inv- 
plementlng them speeded up 

The question of freer trade has 
been the concern of the United Na¬ 
tions Itself and even as GATT was 
meeting In Geneva preparations were 
being made to hold the UN Confer¬ 
ence on Trade and Development. 
This meeting is to be held early 
next year but whether it can be as 
active aa GATT remains to be seen 

The fact of the matter is that a 
United Nations conference suffers 
from all the handicaps of a United 
Nations organisation where mem- 
berahlp la even more complex than 
that of GATT But the Soviet Union 
has been Intensifying its campaign 
for the establishment of a new UN 
trade agency and even If much may 
not be achieved, the tardy manner 
In M^tch the weetem nations have 
been traatlng developing countries 
may come to be exposed in greater 
detail. 

Comeoon 

It ia fruitful to inquire at this 
stage how the Communist countries 
among themselves have been trying 
to solve the proUem of trade and 
intra-development. The Soviet Union 
haa been lately making energetic 
efforts to make Comecon—Council 
tor Mutual Kconomic Asaiatance 
(Soviet Sconomlcheskol Vaalmopo- 
moehl)—into a workable Instrument 
for communiBt cooperation. 

Comecon was eetabllshed in Jan¬ 
uary 1949, a year after OATT, most¬ 
ly ae a dounter-measure to the Mar- 
altall Plan Which had been announc¬ 



ed as early as 1947. Comecon failed 
to make any headway UU 19Si but 
It was not until 1M2 when the ques¬ 
tion of the developing countries it¬ 
self started coming more and more 
into the fore at UN meetings, that 
the Soviet Union decided to streng¬ 
then the Comecon and make it more 
meanlngAiL 

Comecon’s membership consists 
exclusively of the Communist bloc in 
Europe the Soviet Union, Bulgaria, 
Czechoslovakia, East Germany, Hun¬ 
gary, Poland and Rumania Albania 
was expelled from the organisation 
last year and Outer Mongolia newly 
admitted. 

When the Comecon met In Bucha¬ 
rest on December 14, 1962 Its goals 
were outlined as follows 

(a> acceleration of the division of 
labour among the Comecon countries, 

(b) intensified efforts to boost 
output of raw materials, fuels and 
power output, 

(c) better coordination of research 
and development work, and 

(d) creation of more uniform me¬ 
thods of costs and price calculations 

The rationale behind all this weis 
explained by one communist com¬ 
mentator "The Socialist division of 
latxiur and specialisation must be 
placed on a much broader basis than 
hitherto, in order to make faster 
progress In the countries of the 
Council ” 

And he added- "In earlier periods, 
the Council did not eliminate the 
separatist aims of the national eco¬ 
nomies Mutual relations were at 
best bilateral but never multilateral. 
In the past, it has happened—and 
it still happens—that when one of 
the Council countnes had a passive 
trade balance. It had produced cer¬ 
tain j:oods too expensively instead 
of importing them. . from other 
socialist cotmtries at more favour¬ 
able conditions This violates the 
principle of proletarian multilateral¬ 
ism.'’ Hie first decisions were to co¬ 
ordinate efforts, to avoid unnecessary 
production, assure the most effective 
and rational employment of raw ma¬ 
terials, and to develop for each coun¬ 
try the most suitable production 
plait, taking into consideration eco¬ 
nomic, financial and raw material 
resources aa well as the availability 
of labour. 

Comecon now works under a sys¬ 
tem of specialisation, each member 
country specialising In a particular 



branch. h(l',toda*try,fSfir*' 
m|u:^|lf4i> wtth aih* 

chine building, tWbutzy, 

soft coal mining, metallurgy, 

Sion engineering, optics and wumi- 
facture of complete pUmta end pl«nt 
Inatallatlona, Poland with hard cdal, 
coal chemistry, sh4>buUding, taxtUes 
and agricultural machinery, Czeqhos* 
lovakia with machine building, metal¬ 
lurgy, chemical industry and plant 
installations, Hungary with bauxite 
mining, aluminium production, rail¬ 
road equipment and rolling stock, 
Rumania with oil production, dril¬ 
ling equipment and foodstuffs and 
Bulgaria with non-ferroua metala, 
Comecon has also set up a machin¬ 
ery to arrive at a more uniform 
price level and plans to eliminate 


the seasonal, cyclical or merely ac¬ 
cidental short-term price changes 


which occur on the world market. 


Is Copperatlou Possible ? 

Is cooperation between Comecon, 
the EEC and GATT possible? Does 
Comecon show the way to the elimi¬ 
nation of national rivalries and the 
rationalisation of production and dis¬ 
tribution for the common good of 
mankind? Can this happen under 
the auspices of UN Conference on 
Trade and Development? These are 
some of the questions that naturally 
arise in any consideration of the 
goals that have been set up by each 
of the trade bodies. They call for a 
statesmanship of a high order. De¬ 
mocracy can have no meaning unless 
it means the right of people every¬ 
where to live without the tyranny 
Of economic pressures subtly exercis¬ 
ed by one people over smother. The 
GATT ministerial meeting showed 
how hollow were the pretensions of 
the European nations of aiding de¬ 
veloping countries. These latter coun¬ 
tries have supported the principle of 
calling for a UN Conference on Trade 
In the hope that what they have 
been denied at OATT can be pushed 
through in this organisation. This 
may be a forlorn hope, but if the 
goviet Union were to hack it ig>, the 
wfestern powers may yet w^e up to 
the fact that their days of economic 
‘^perlalism’’ ate numbered. The 
time may dome when trade ho more 
ill an instrument of tyranny and aid 
becomes superfluous and natfona 
live side by side in dignity, The pro- 
nfised land may sound distant today, 
but so did space exploratkm a de¬ 
cade hef(n>at 




Unempyj^icnt and Economic growth 

Reply 

S K Natii 


In a «eiue, it is surprising that there have been only two comments (May 2S, 1963) on my articlt 
(May 4, by eeonamistt who consider U futile for India to try to adueue full employment at someth^g 

Uke an adeqtttOe minimum wage in die near future. 

Considering die very low priority dust 'the objective of a substantial reduction in unemployment has 
received from the Indian planners ml these years, and the apparent acquiescence of a large part of the Indian 
intelligentria in this, one would have thought that dusM were mspiy more economists so convinced of the im- 
possibility of achieving full employment «R the near future aud that they would feel bound to protest at the 
recommendation of suck a policy. 


’J'HE biggest hurdle that a policy 
directed at full employniant 
has to face is lack of ‘finance’ Or 
‘money’, K R Gupta seems to 
I should have thought the hugest 
hurdle is insufficient real resources. 
Given insufficient real resources (in 
this instance the relevant insufiici~ 
encies being largely those of neces¬ 
sities) if unemployment is to be 
abolished — so that the deoiand 
for the necessities will increase — 
there are three broad classes of 
measures which may be adopted 
for increasing their supplies: 

(i) Get gifts from abroad, a sub¬ 
stantial part in advance of putting 
the policy of full employment into 
operation. 

(ii) Cut out wasteful consumption 
by those who buy more of these 
things than they really need. Hiis 
is likely to require rationing and 
price control. (These measures, of 
course, do not increase total sup¬ 
plies of necessities, but by liniitit^ 
some unnecessary demands on 
them, they ensure that some more 
necessary demands will be met.) 

(iii) This last class of measures 
is divided into two parts, short-run 
and long-run. 

(a) Short-run; Make use of any 
spare capacity in plant by running 
more shifts; improve storing and 
transport methods to reduce wast¬ 
age; increase weeding, hoeing, .audi 
guarding of crops; introduce cam*- 
ing water by human chains 
necessary to improve 
crease gathering of manure, and 
composting of refuse; and adopt 
other Budb measures as caq impiovo 
productivity per acre ytidun a aiijiMdA 
season, provided UboOy;is 
generously but in a systMMtiiC and 
sustained way. 


(b) Long run: The mmainiog^ 
part of dm mthend unemployed ean 
at the same time start work on the 
kind of projects which require little 
capital but will increase total out¬ 
put after more than just a few 
months. Here the list of possible 
jobs can be as long as you like, 
though perhaps most of them will 
be in the digging and building line, 
Some examples are ; wells, tanks, 
canals, roads, dams and so on. 

Examples of Russia and Oiiua 

Gupta says that foreign aid, in 
the form of large food grants, for 
a programme of full employment 
(which would also necessitate some 
equalisation of consumption levels) 
will not be forthcoming, because 
“capitalist countries” may disap¬ 
prove of the equalising process. 
However, there are few “capitalist 
countries” in that extreme, nine¬ 
teenth century sense in the world 
today — the U S certainly does not- 
seem to be one of them. There 
might be “capitalist” individuals in 
the aid-giving countries, but luckily 
they do not for the mbment seem to 
have a great deal of influence. 

Gupta reminds us of the hard¬ 
ships whirii Russians bad to under¬ 
go during the initfal stages of their 
development. Bat surely it is utter 
foolishness to jump to the conclu¬ 
sion that every developing country 
has to repeat exactly the same pat¬ 
tern. The hardships in Russia were 
caused by a disruption of society 
(wbicb bas yet to be proved to have 
been necessary),\ by wideqiread 
(ear,, suspicion aodf hatred to begin 
with, gnd then by a long-lasting 
hosUKty to the new government by 
large numbers of managers, techni¬ 
cians, woricen, farmers, and pea¬ 
sants. Thase hardships were not 


caused by pursuing a well-thought 
out, ojnhmiatic policy of ad\ievin| 
full employment. To cite the Chi¬ 
nese example is even more irrele¬ 
vant. Who knows exactly what has 
been bppeaing these last few yean 
in China? It would seem that there 
has been widespread hardship, bat 
was it the result of any seiasible 
policy of full employment, or of 
some policy as mad as their foreign 
policy has been? In a discussion 
about economic progress, abolition 
of poverty and unemployment, 
Gupta’s citing the example of a 
country whose government happily 
contemplates the prospect of nuclear 
war and the consequent ride of los¬ 
ing fust half its population, can 
only be regarded as grossly irrele¬ 
vant, 

Gupta apparently is not againai 
a policy of full employment, because 
he says: “Under present conditions 
.... employment can be given to 
everyone willing and able to work 
only at wages lower than what may 
be considered adequate”. How 
inadequate are these wages going to 
be? Supply they will be at least 
adequate to live on and to enable 
a man to do a day’s work. It would 
therefore seem that the only real 
difference between Gupta and me is 
that he thinks that a policy of full 
employment is possible at a not so 
adequadl^ wage, whereas I think it 
should-l>e possible at a more ade¬ 
quate WoM, 

The omto corruneut on my paper 
is by I P Nijhawan. Unfortunately 
he appears to be still under the 
spell of words like development and 
economic progress. Consider his 
two remarks: “Increased employ¬ 
ment opportunities must follow in 
the tooke of economic progress” 
(italics mine); and “Rapid develop- 
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n>«nt may come in conflict with 
increas'd employment”. What doea 
tiiia "rapid development” lonsiat of^ 
One wishes Nijhawan had stopped 
K to think about thes<“ terms. 

' But he is really too satisfied 

about the employment situation to 
’• consider full cniploymem a» the 
' most necessary part of any set of 
aims of economic planninf(. Instead 
of regretting the Third Plan’s in¬ 



tention of latdnK unemployment 
increase by 3 miilinn by 19^, he 
flourishes this fact as a proof that 
nothing more can be done about the 
problem. Secure in his sense of 
satisfaction, he sees all my suggest¬ 
ed measures for reducing unemploy¬ 
ment as a series of ‘assumptions’ — 
‘ifs’ which he can see no way what 
soever of being realised. It is, ol 
course, a logically conceivable atti- 






lude to take, whenevtu' ta^ remed^ 
for a^^rave soeial evil are suggest^ 
to say that al] these remedies depend 
on “ifs” which are “seldmn likely 
to be realised”; but it is not a very 
helpfui attitude. 

I am glad that there has been at 
least one correspondent (N Das, 
May 18, 1963) who has appreciated 
my sense of urgency about our 
growing unemployment. 



A TATA WIOOUCT 






' iThe Tata Iron and Steel Company Limited 

Statement of-ilie Ctud^man 


YHE following statement by Mr. 

J. R, D. Tata, Chairman of the 
Tata Iron and Steel Company 
Limited, dealing with Company’s 
working for the year ended March 
31, 1963, has been issued to share¬ 
holders. The Annual General 
Meeting of the Company will be 
held on Thursday, August 29, 1963 
at 4.30 p m at the Birla Matushri 
Sabhagar, 19, Marine Lines, Bom¬ 
bay 1. 

The year under review has t®H|( 
a difficult one for India, overshadow¬ 
ed by the Chinese attack on our 
Northern Frontiers. While military 
operations, which ceased abruptly 
with the Chinese withdrawal in 
December 1962, left substantially 
unaffected the country’s territorial 
integrity, the economic aftermath 
of the invasion has been a serioUfe 
one. Although viewed in retros¬ 
pect the limited Chinese attack on 
India may prove in the long irun 
to have been a blessing in disguise 
for having swept away dangerous 
illusions and policies based on 
them, concerning China’s avowed 
friendship for India, it has placed 
on us a grievous, and possibly per¬ 
manent, burden of additional defen- 
te expenditure at a time when all our 
resources were required for economic 
development. With the realisation of 
our military unpreparedness .against 
such a powerful and ruthless ene¬ 
my, the need to strengthen and 
modernise our defence apparatus at 
the cost of a much larger part of 
total available resources, slender as 
they are, became inescapable 

The Finance Act has made only 
too clear to us all the magnitude 
of this new burden. While there 
is, I am sure, none ambngst us 
who would deity the need to 
vide whatever funds are requireO ‘ 
to strengthen our defences, much 
concern and doubts have beem 
pressed in regard to the speante^ 
provisions of the Act and partmil- ' 
larly in regard to the Super PJofiSS 
’Pax. The matter wasao fully 
argued and discussed both publicly 
and privately at the time that little 
purpose would be served by my 


using this occasion to repeat here 
what has been so thoroughly venti¬ 
lated earlier. We can only hope 
that the Finance Minister who, 
much to his credit, gave the assur¬ 
ance that he would review this 
particular measure if R was found 
in practice to be detrimental to the 
country’s economic growth, will, in 
fact, do so at a suitable opportuni¬ 
ty. It is fortunate that, in our 
own case, the Super Profits Tax 
will place no burden on our Com¬ 
pany, thanks to the large capital 
and reserves employed in our 
business. 

Higher Dividend 

Coming to our own affairs, 
shareholders will see fiom the 
Directors’ Report and the Accounts 
that the Company made gratifying 
progress during the year under re¬ 
view. Both output and profits have 
risen appreciably and the Company 
has now begun to reap the fruits 
of its heavy investment in money 
and effort underudeen over the last 
seven years. 

I am particularly happy, that 
the improved results have made it 
possible for the Directors to re¬ 
commend a slightly higher dividend 
on ordinary shares. 'The fact that 
the dividend in the hands of the 
shareholders is still considerably 
less than prior to the Expansion 
Programme is solely due to the 
change in the tax laws of the coun¬ 
try since 1960, but that is a matter 
entirely beyond our control the 
burden of which would have been 
felt even if the Expansion Program¬ 
me had not been undertaken. In 
fact, there is no doubt in my mind 
that had we not grasped the oppor¬ 
tunity of doubling the capacity of 
Our plant, the position of the s^re- 
holders would be less favourable 
than it is today and it would pro¬ 
gressively deteriorate year by year 
as the plant got older and more 
costly to operate. 

ExiMMision Programme 

Shareholders will remember that, 
when the Expansion Programme 
was first mooted and some w tbam 


expresited serious doubts as to the 
wisdom of spending so much mo¬ 
ney on expansion, I pointed out 
that the Company’s prosperity ahd, 
in fact, its ultimate survival would 
depend on its continued ability to 
remain competitive in the changed 
situation in the Indian Steel Indus¬ 
try as a whole which would emerge 
from its rapid growth and the crea¬ 
tion of a number of large modem 
plants. 

Competitiveness, in a controlled 
industry like ours, means, in 
esseno(;i**>4be ability to produce 
steel cheaper, or at least at no 
hi^^ cost, than the rest of the 
magiltry. 'We could never have 
achieved this with a plant most of 
which im built after the first 
World War and which required an 
unduly large labour force in rela¬ 
tion to its output. In any field of 
mdu8try*.,an enterprise that fails to 
grow and to replace old plant and 
machinery with new and more effi¬ 
cient equipment must inevitably 
decline and ultimately die. 

1 am sure that even our most 
sceptical shareholders are today 
glad that the Company embarked 
upon the Modernisation and Expan¬ 
sion Programme (MEP) and the 
Two Million Ton Programme 
(TMP) and I have no doubt that 
the wisdom of this step will be¬ 
come more evident as the years go 
by, I hope, at the same time, that 
they will realise that this process is 
a continuous one and that the Com¬ 
pany, so long as it exists, can never 
afford to sit back and feel content 
that the model nisatioii and expan¬ 
sion achieved between 1956 and 
1960 will be sufficient for ever 
after. -WFe must be prepared not 
only to replace old plant and ma¬ 
chines as they wear out and as new 
and bqfttel^ ones become available, 
but also to expand further if and 
when we are given the opportunity 
to do so on a sound and remunera¬ 
tive basis. Efficiency and low costs 
nowadays are increasingly linked 
with large-scale production. Where¬ 
as a few years ago, a million ton 
steel plant and, say, a thousand ton 
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a day blast furnace wert consider¬ 
ed exceptionally large anil efficient, 
today even a two million ton plant 
is small \>y world standards and a 
two thoiiuand ton hlasl lurnace is 
by no means amoi^gst the largest 
built. In this heaviest ol all indus¬ 
tries particularly, thr- size of Steel 
plants and of the individual items 
■in them has grown < ontinuously 
over the years not only in order to 
make more steel, hut lieiause, by 
the better and more efficient use of 
materials, power, transport and 
labour, they are able to produce at 
lower cost In addition, tcchnolo- 
eical advances and new processes 
have increased efficiency and 
lowered costs 


Those, theiefore, who intend to 
remain shareholders of this great 
Company of ours must, uj their 
own interests, he prepared to take 
a long term view and allow the 
Company to accept the additional 
burdens and responsibilities invol¬ 
ved in continued modernisation 
and, wherc'ver the opportunity oc¬ 
curs, 111 further expansion For only 
by such means can we remain 
strong, efficient and eoinpotilive and 
can dividends be maintained or 
improved. 


Guvemmenl's Feelers 
An opportunity for further mo¬ 
dernisation and expansion may, in 
fact, Come oui way sooner than ex¬ 
pected. As shareholders will have 
gathered fioiri recent press reports, 
Government, in their advance plan 
mng of stecl-makmg capacity in 
the Fourth Plan period, are consi¬ 
dering a further expansion of capa¬ 
city in the Private Sector in addi¬ 
tion to that proposed for the Public 
Sector. We have been asked whether 
our Company would be interested in 
a further expansion at Jamshedpur 
and wilting to undertake it during 
the Fourth Five-Year Plan. This 
matter is still at an exploratory stage 
and no decision i.s likely to be 
taken for a con.siderable time. The 
Management of your Company is at 
present engaged in a preliminary 
study of such -a project. In the 
meantime, wc have informed Gov¬ 
ernment that we would in principle 
be willing to play our part in the 
expansion of the Indian steel indus¬ 
try as a whole provided such an 
^pansion could be financed with¬ 
out undue strain on the Company’s 
resoutcea and would safeguard the 
interests of the shareholders. 


1376 




From the preliminary studies we 
have already made, it would seem 
that a further enansioh of some¬ 
thing between half a million and 
a million ingot tons could be under¬ 
taken economically within the ex¬ 
isting plant area. In considering 
this matter, we will be guided 
solely by the technical and econo¬ 
mic. soundness of the project, the 
financial stability of the Company, 
the interests of the country and, by 
no means last, the interests of the 
shareholders. 

The most important obstacle to 
surmount will be the question of 
finance. The cost of such a sche¬ 
me, if for a million tons, would 
probably exceed Rs 100 crores, at 
leagt half of which would be in 
foreign exchange. The World Bank, 
to which we .still owe Rs .34 crores, 
out of the Rs 51 crores they lent 
us for the Two Million Ton Pro¬ 
gramme (TMP), would obviously 
lie primarily concerned in such a 
scheme, whether they hnanced it 
themselves or not, and we would 
have to satisfy them that it could 
be undertaken without affecting our 
capacity to service their existing 
loans, let alone any fresh borrow¬ 
ing raised for the new Expansion 
Project. 

Shareholders would piobably 
look upon such a proposal from 
their own point of view and parti¬ 
cularly the effect it would be likely 
to have on their dividends and on 
the market value of their shares 
It IS too early for me to give share¬ 
holders any indication of how 
these will be affected by a further 
programme of expansion. 1 can, 
however, assure them on behalf of 
my colleagues on the Hoard and 
myself, that we will recommend a 
scheme of further expansion only 
if we are thoroughly satisfied that 
the project is technically and eco¬ 
nomically sound and that it can be 
undertaken on terms wholly fair, 
and even attractive, to the share¬ 
holders 

Toward* 18 BiUlion Tons 

While on this subject, I may re¬ 
fer brieHy to Government’s plans 
for the expansion of the industry 
as a whole. While the present steel- 
making capacity of the five major 
plants in India i$ about six million 
ingot tons, the Planning Commis¬ 
sion have estimated ■ the coun¬ 
try’s requirements at ten million 


tons at the end of die Tbird Plan 
add e^blteen nullion tons at dw 
end of the Fourth Plan. 

Because of the long time it takes 
to expand existing plants and to 
build new ones and the many and 
difficult problems involved in cor¬ 
respondingly increasing supplies of 
raw materials, coal, transport and 
power to cope with the increased 
output of steel, it is doubtful that 
these targets will be reached accor¬ 
ding to schedule. 

It is my personal view that the 
maximum practical target that can 
he reached at the end of the Fourth 
Five-Year Plan will not exceed 
fifteen million tons which itself 
wwild he a considerable achieve¬ 
ment and in my view adequate. Of 
the present firm decisions taken, 
the proposed creation of the Bokaro 
plant IS by far the most important 
Some shareholders and others may 
have been surprised that, as Chair 
man of the largest producer in the 
Private Sector, 1 should have gone 
out of my way to support publicly 
the Bokaro project both in India 
and abroad I am sure, however, 
that most people, including our 
shareholders, will approve of mv 
action. India's economy and the 
.standard of living of our people 
cannot grow without additional 
steel and it is clear that the Pri¬ 
vate Sector, even if permitted to 
do so, would not be able to under¬ 
take on its own a programme of 
expansion at an average rate excee¬ 
ding a million tons of new rapacity 
per year. 

Assuming a capital cost per ton 
nf installed capacity of anything 
between Ra 1,500 and Rs 2,000 per 
ton, the sum.s involved are so en 
ortnous, as to he clearly beyond 
the present and foreseeable resour¬ 
ces of the Private Sector. It would 
be both unreasonable and unpatrio¬ 
tic of anyone to place the interests 
of private enterprise above those of 
the nation as a whole, and I there¬ 
fore had no hesitation in publicly 
supportinig the Bokaro project, 
vfhen it seemed that such support 
might help in allaying some of the 
doubts .expressed in America in re¬ 
gard to aid for this project. I sin¬ 
cerely hope that the U S Govern¬ 
ment and Congress, who have con¬ 
tributed so generously upto now Vo 
India’s economic development, will 
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fiod it {KMttUA to give theit l Aup* 
port to tbis vital project. 

Peeontrol 

Shareholders will also have 
learnt from press reports that |lw 
Government of India were consi¬ 
dering the posubility of abolishing 
wholly, or in part, statutory con¬ 
trol over, steel prices and distribu¬ 
tion which has been in force sinjce 
1941. With the increased availa¬ 
bility of steel from the five major 
plants in the country and the gra¬ 
dual narrowing and, in some cases, 
disappearance of the gap between 
retention and selling prices, the 
situation in the country in regard 
to steel supplies has materially 
changed, and Government haVe; de¬ 
cided to review tlie whole question 
of continued control over the steel 
industry. 

The Minister for Steel and Heavy 
Industries is to he complimented 
on taking a lead in reviewing 
Government’s approach to the com¬ 
plicated and difficult problem of 
steel distribution and pricing. It is 
also gratifying to find that, before 
coming to a final conclusion on the 
subject, he decided to seek the 
views of the industry. For this pur¬ 
pose the Minister called a meeting 
of the three main producers early 
in July 1963, at which the whole 
subject was tentatively explored 

In expressing their views and 
suggestions in Delhi, the represen¬ 
tatives of the basic steel industry 
informed Government that they 
would welcome decontrol provided 
that, at the same time, .steps were 
taken to ensure that the transition 
was a smooth one and that reason¬ 
able prices were fixed which would 
be fair to both the consumer and the 
pi oducer. 

The meeting was purely of an 
exploratory character and no deci¬ 
sion was taken. The tentative views 
expressed by the industry were 
sympathetically heard, and I am 
grateful to the Minister, who wkV’ 
good enough to preside over tlie 
meeting, for his fair-minded and 
pragmatic approach to the prob!^?' 
The Minister adeed the representa¬ 
tives of the three mam producers W 
discuss the matter further amongst 
themselves and to place their eon- 
’’idered views before Government as 
soon as possible. • 


At dbis vstrly^ it should not 
bt^ pn^peT ' hr *m' to oxpstaa atOjr 
views on die subject. I can only say 
that 1 personally believe dial if the 
steel Industry is allowed to conduct 
its own alfsirs in future, under a 
carefully thought-out scheme whidl 
will safeguard the public interests, 
a progressive step will have been 
taken to the advantage of all con¬ 
cerned and of the country a 
whole, I fherefore hope that these 
constructive disenssiong will fructify. 

AUor Steel Project 

I regret to report that the Special 
Alloy Steel Project, whidi the 
Gimpany has had under considera¬ 
tion for the last three years, has 
had to be shelved for the time 
being for two reasons : First, it has 
been found impossible upto now 
to interest a foreign collaborator in 
participating in the project on the 
condition imposed by Government 
that the whole of the foreign ex- 
chat^e cost should be wholly pro¬ 
vided by the foreign partner and, 
second, the Government of India 
have decided that this project 
should be transferred to the Pulilic 
Sector. I can only regret this deci¬ 
sion and hope it will be possible to 
revive our project at some time in 
the future. 

In last year’s Directors’ Report 
and the Chairman’s statement a 
reference was made to Govern¬ 
ment’s request that we should in¬ 
crease the output of our coal mines 
by about 1.5 million tons of raw 
coal or 1 million tons of washed 
coal so as to become self-sufficient 
in coking coal supplies. The study 
of this project has taken longer than 
expected mainly because, owing to 
the prohibitively high estimate.s of 
cost first submitted to us, we had 
to have the matter re-examined by 
another firm of consultants whose 
preliminary techno-economic report 
has just been receiveil The estima¬ 
tes contained in this sexoiid report 
are, I am glad to say, substantially 
lower than in the first. Discassions 
on the subject have been initiated 
with the World Bank, who have 
taken a special interest in the deve¬ 
lopment of the Indian coal indus¬ 
try, and I hope that by the time the 
next annual report is submitted to 
you, a satisfactory decision will 
have been taken. 

J have nothing special to report 
ip regard to tbp operations of the 


Company during the current year, 
«{ which tout months have ebpeed 
at the date of this statement. A 
further advance in production may 
be expected during the year, parti¬ 
cularly as a result of the commia- 
sioning of the Tonnage Oxygen 
Plant Vihich is to supply oxygen 
to SM^3. TTie erection of this plant 
will be completed shortly and 
should be in operation before the 
end of the year. 1 must, however, 
point out once again that in such 
a complex industry as ours, invol¬ 
ving the close co-ordination of 
many elements and factors beyond 
our control, continuous operation 
at hundred percent of capacity is 
not an easy task. I can assure 
shareholders, however, that every 
effort will continue to be made to 
bri]% tbe^ plant to its full produc¬ 
tion and efficiency of which over 
ninety per cent was achieved by the 
end of the year under review. 

In conclusion, I am sure the 
shareholders would like to join my 
colleagues on the Board and my¬ 
self in thanking our officers, staff 
and workers whose sustained efforts 
over the , past few years havi been 
largely responsible for the continu¬ 
ous improvement in the perfor¬ 
mance of the Company. 

J. R. D. Toa 
Chairman. 

Bombay, 25th July, 1963. 


Sardeeai Brothers 

j^ARDESAI Brothers' net sales 
during the year ended Decem¬ 
ber 1962 increased from Rs 37.47 
lakhs to Rs 43.14 lakhs, and the 
Company showed a higher net pro¬ 
fit at Rs 2.54 lakhs compared with 
Rs 2.05 lakhs in the previous year 
The Directors declared a dividend 
of Rs 4 per share (4 p c) on old 
shares and Rs 1.09 per share (4 p c) 
on new partly paid shares 

The increase in the prices of raw 
materials used in the textile indus¬ 
try reduced the consumption of 
textile auxiliaries which affected 
the gross sales of the Company. 
The emergency had a further im¬ 
pact on sales m the last quarter of 
the year. 

Tlie Company effected necessary ^ 
modifications in its (!xrboxy Methyl 
Cellulose plant and succeeded in 
making production more economical 
besides improving the quality of the 
product. 
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The Indian Iron & Steel Company limiled 

Statement by the Chairman, Sir Biren Mookcijee 


YHi: following dtalrmriit by Si< 
llirnn Mookorjee, Cl)airinan of 
the Jndiaii Iron & Steel Company 
Ltd, dealing with Company’s work¬ 
ing for the year ended ."list March 
19611, has been issued to ahare- 
holdcra. The Annual Genral Meet¬ 
ing of the ('om/iany will beheld on 
Tuesday, the Trd September 1963, 
at 3 p m at the Hoyal Exchange 
Hall of the Bengal Chamber of 
Commerce & Industry, 6, Netaji 
Subban Boad, Calrutta-1. 

The higblight of the year under 
review was the attainment by the 
Burnpur Works of a production of 
iron niul steel approximating to the 
rated eapacity of the plant, an 
achievement which reflects great 
credit on the entire operational staff, 
who have refused to admit defeat 
in the face of the many adverse cir¬ 
cumstances with which they have 
had to contend. 

Arcounli 

The effect on profits of the in¬ 
crease in production is not immedi¬ 
ately apparent from the Profit & 
Loss Account. 1 should, therefore, 
perhaps point out that in the 1961- 
62 account there was included a 
sum of Rs 2,28,51,875 arising from 
the retrospective increase in reten¬ 
tion prices but rel.ating to the yeai 
1960-61 Against this has, how¬ 
ever, to lie set the adjustment of 
Rs 1,40,01,141 relating to previous 
periods by which the .value of the 
sales for 1961 -62 had to be reduced 
by reason of the disallowance by 
Government of an element in the 
retention prices to compensate the 
interest chargeable on their Special 
Advance. The net special inclusion 
was accordingly Rs 88.50.734 and 
if this is deducted from the gross 
profit of Rs 9,18,78,416 IshoWn for 
1961-62. the comparative gross 
profit figure for that year becomes 
Rs 8.30,27,682 in relation to the 
gross profit of Rs 9,11,89,201 earned 
in 1962-63. 

TJie 1963-64 Budget proposal.s in 
regard to the levy of a Super Pro¬ 
fits Tax at penal rate.s on profits 
earned in exces-s of 6^< on Capital 
and Reserves caused ua grave anx- 
^y, since in their original form 
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they would have imposed on our 
Company a liability for the year 
exceeding Rs 1 crore. As a result 
of widespread protest, these propo¬ 
sals were however subsequently 
considerably modified, the conces¬ 
sions pnmarily affecting us being 
the allowance of a deduction of 
10% of total income in the compu¬ 
tation of chargeable profita and the 
inclusion in Reserves of Develop¬ 
ment Rebate Reserve (in our case 
amounting to some Rs 867 lakhs) 
not originally admissible. Although, 
in the result and in the circum- 
.stances explained in your Directors 
Report, the possible immediate lia¬ 
bility for the year is in our case 
now small, I cannot but regard the 
tax as ill-conceived. I say this for 
the reason that the tax can so 
readily operate to impose a penalty 
on efficiency and to constitute a 
poiutive disincentive to the expan¬ 
sion of the indusrlies of India on 
which the entire future of the coun 
try depends. 

Operating Conditions 

You will be fully aware from mv 
previous Statements of the difficult 
conditions under which operations 
are perforce earned on at Burnpur. 
the transport position, both as re¬ 
gards irregularity in the movement 
of wagons and the utilisation of 
wagons of unsuitable types, posing 
a constant problem in the handling 
of raw materials and the quality ol 
purchased coal and limestone being 
a matter of the gravest concern. 
The position in regard to the latter 
materials was rendered still more 
acute l>v the commissioning of the 
remaining blast furnaces of the 
Hindustan Steel Limitvd during the 
year which led to a further deterio¬ 
ration in the quality of our supplies, 
the average ash content of our coal, 
being 18.22%, as against 18.01% 
tor the previous year. 

We are. in the miaMer of raw 
materials, contending against con¬ 
ditions far worse than those being 
experienced by the other producers 
due to our very small allotment of 
washed coal (about 8% of our re¬ 
quirements against nearly 100% in 


the . case of all other produeexs) 
and might, therefore, wiRi some 
justification boast of our production 
achievements in keeping with the 
example set in certain other quai- 
ters. I must, however, confess to 
some feelir^ of inquietude at the 
position which has been forced upon 
the industry by the apparent view 
of the Steel Ministry that quantity 
of production alone shall be the 
criterion of efficiency without regard 
to quality For the two years end¬ 
ed Slat March 1962, tn our fight 

tb maintain quality, we produced 
to approximately 90% of our rated 
capacity, about 80% of our outturn 
of saleable steel being of tested 
quality This position was accepted 
by the Tariff Commission after full 
investigation and their recommen¬ 
dation as to the sales retention prices 
for the period based accordingly. 
Despite this and the fact that a 
basis of 90% capacity production 
constitute.s also practically a world 
standard for the steel industry, these 
lecommended prices, as 1 advised 
you last year, were cut by the Steel 
Ministry by no les« than K« 19 50 
per tonne, the major part of this 
reduction being made on the grounds 
that “the plants should have work¬ 
ed at 100% of rapacity instead of 
90% optimum mentioned by the 
Tariff (Commission.” The effect of 
the cut made by Government was 
in our case to impose on us a 
penalty by way of loss of gross 
earnir^s for the two-year period of 
no less than Rs 405 lakhs. Fared 
with such a position where we have 
been penalised for our performance 
in place of the commendation we 
might justifiably have expected, 
we have had no option but with the 
greatest of reluctance to lower our 
sUndard.s, for the maintenance of 
which 1 have fought throughout my 
entire assoc'iation of over thiry 
years with the Company, and the 
q}jlainment of a production of 100% 
of rated capacity has been achieved 
only at the expense of a drop i" 
^ proportion of tested quality steel 
to about 60% of the total outturn, 
(he rest being of commercial qua¬ 
lity, with further reduction possibly 
still to come. 
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A emiatadt drive Ibr riUnte ,|Hnd 
more prodaction is 
many ruin which, altiuni^ appa< 
rentiy contrary to the views of those 
in authority, I -caBiiot help but feel 
should not be taken, particularly 
having r^ard to the period of an^ 
ergency through which the country 
is now passing. With the present 
quality ^ raw matprials and the 
irregularity of their supply, the task 
of maintaining production is difB* 
cult enough in all conscience, for 
the efficient working of a steel plant 
is, in effect, a combination of art 
and science superimposed on an 
essential and fundamental back¬ 
ground of rhythm. To the extent 
that more constants can be astab- 
lished so is the rhythm improved 
but where there are many 'Stid' 
serious variables as now, then is fhe 
rhythm broken, this in turn cutting 
into production and quality — a 
set of conditions which the steel 
producer most dreads. 

A modern steel plant is robustly 
built but nevertheless there are 
many delicate sections in it where 
constant care and vigilance i.s need¬ 
ed. Hence, maintenance must get 
the highest priority even at the cost 
of some loss in production. Just 
like the human body, where, altho¬ 
ugh the stomach can stand a lot, 
the heart, brain and lungs are very 
delicate, so in a steel plant the 
Turbo-Blowers, the Ilgner Plant 
and the Cogging Mill are the vital 
points. Unless these are attended 
to regularly with special attention 
at the slightest sign of irregularity 
a major breakdown may ensue. The 
position is particularly hazardous 
in the case of our Indian steel mills 
where the holding of a large quan¬ 
tity of spares of all kinds is not 
possible owing to foreign excfaai^ 
shortage and where any major 
breakdown could accordingly in-' 
volve a prolonged and very serious 
loss in production. If, therefore, 
at the goad of the Steel Ministry 
capacity production must be ob¬ 
tained to avoid penalty, there is 
always the daqger of chances beihjg 
taken which might result in disaster. 
These are commonsense aind practtcdh 
matters allowing no scope for arbit¬ 
rary decisions which, I suggest, 
should not have been and should 
not he made without the support of 
the highot er^tert advice available 
tvithin or, if necessary, without the 
country. 


^Fiwriier Eic|»ai>siaB 
. I jgdvised you taet year that d»> 
pendent upon the availability of 
raw materials in general of the 
requisite quality and, in particular, 
of coking coal of reasonable ash 
content, there existed a potential 
for further expansion of the pro¬ 
duction capacity of the Buinpur 
Works by approximately one million 
tonnes of crude steel per annum 
and that such expansion for pion- 
ning purposes had been phased into 
two parts. Phase 1, which is that 
under immediate consideration, 
would cater for an increased annual 
production of some 300,000 tonny* 
of equivalent ingot steel to he pro¬ 
cessed in the existing Rolling Mills, 
while Phase II, to follow in due 
course to accord with the overall 
planning of Government, would 
cover the balance increase of some 
700,000 tonnes of crude steel, the 
form of final processing of which 
would be dependent upon the future 
requirements of the country. The 
World Bank has expressed its inte¬ 
rest m the implementation of Phase 
1 and the position so far as Govern¬ 
ment are concerned is that they 
have officially announced that there 
IS no objection in principle to the 
further expansion of the Private 
Sector steel plants and have called 
for technical and financial reports 
in regard to this first phase of the 
Company’s expansion programme. 

It has been pointed out to Gov¬ 
ernment that the availability of 
adequate quantities of good quality 
metallurgical coal is a prerequisite 
to any further expansion and that 
since Government have previously 
indicated that the Private Sector 
plants must make themselves self- 
sufficient in the matter of their coal 
requirements, the position, of neces¬ 
sity, hinges upon the ability of the 
Company to implement file Chas- 
nalla Project for the development 
of the Company’s coal-bearing pro¬ 
perties, for the finance of the foreign 
cost of which a loaO' of $ 19,500,6^ 
has been negotiated with the World 
Bank as reported last year. The diffi¬ 
culty in this matter lies, therefore, 
not in connection tba foreign 
cost which is fully covered by the 
loan, but in the finding of the Jinance 
necessary to rtiver the local cost 
of the Project in view of the fact 
that the position in this latter res¬ 
pect has gravely deteriorated since 
arrangements ware concluded with 


the World Sank in Oecemher 1961. 

This'’ daitirioration ia doe to two 
factors. Firstly, an increase of Ra. 
459 lakhs in the estimate of such 
loca^ cost caused by (a) laCk of 
Governmental support in the matter 
of land acquisition whidi has neces¬ 
sitated the abandonment of the pro¬ 
posed open-cast miniijjg section of 
the project and a compensatory en¬ 
largement at considerably greater 
expense of the deep-mining section 
and (b) the very heavy impact of 
the 1903-^ Budget on construction 
costs by reason of the enhancement 
of import and excise duties, higher 
freight charges and increase in the 
prices of various controlled com¬ 
modities, together with the general 
rise in the cost of all materials and 
services that must inevitably follow 
under tfiq present economy oi the 
country. And secondly, the severe 
loss of earnings, to which I have 
earlier referred, caused by the dra¬ 
stic cut imposed by Government on 
the sales retention prices of steel 
that were recommended by the 
Tariff Commission. 

Certain proposals by which the 
position could be covered have, 
however, been put forward to Go¬ 
vernment whose reply is awaited. 

In view of the remarks made in 
the Report by your Directors you 
may perhaps question my present 
reference to the Chasnalla Project 
and I should therefore explain thm 
since the date of that Report, an 
Order has been promulgated by 
Government under the Defence ot 
India Rules, 1962, relaxing the 
provisions of Rule 52 in their 
application to the Company. 

Kulli FoundriM 

To prejudice still further the 
financial position, another adverse 
factor has recently been introduced 
in the shape of attempt by the Steel 
Ministry to impose a cut on the 
supply «f pig iron from Burnpur to 
Kulti ^nd to divert supplies to 
such extent for the benefit of other 
and competing iron founders and 
pipe manufacturers despite the fact 
that at the time the agreed decision 
was reached some years ago to 
scrap the two obsolete blast furna¬ 
ces at Kulti it was made clear to 
and accepted both by the Ministry 
of Commerce and Industry (at that 
time having jurisdiction in the mat¬ 
ter of iron and steel) and riie 
Planning Conunistion that the full 
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r(^iiiir(!mciit!i of Kulli miisi l!w> njet 
from Burnpnr before an] non could 
be made available by the latter 
Plant to outjide partio. The effect 
of the proposed cut, if imposed, 
would be a curtailment of opt*rations 
at Kulti which, apart fiom render¬ 
ing surplus 3,263 staff and w'orkers 
involving payment of retrenchment 
eompensation of approximately K« 
20 lakhs, would result in a loss of 
earnings to the Kulti Foundries to 
the extent of some Ks 55 lakhs pei 
annum. Moreover, such a sjiualion 
would inevitably lead to tho grave,8t 
impairment of labour relations not 
only at Kulti but abso at Burnpur, 
the possible result of which could 
be disastrous both to the Company 
and to the country. 


Tlie Company has naturally made 
the strongest representations in the 
matter the result of which is awaited 
and I may perhaps b" forgiven if, 
in the face of the many adveise cir¬ 
cumstances with which we have to 
contend, 1 confess to some feeling 
of frustration at times at the difficul¬ 
ties it would appear are uniiecessan- 
ly and without due consideration 
thrown in the path of the Company 
in seeming discoutagenient of if 
efforts towards the advancement of 
the industry of the country. 


Decontrol 

You will doubtless be aware that 
Government have presently undci 
consideration the possibilify of dec- 
ontrol of the distribution and price.s 
of steel. In this connection a meet¬ 
ing was convened in New Delhi by 
the Steel Minister on the 6th July 
1963 which was attended by the 
Chairmen of the Public and Pri¬ 
vate Sectors of the industry when 
the overall aspects of the matter 
were discussed. The relaxation of 
one of the multifarious Govern¬ 
mental controls over the industries 
of the country would naturally be 
welcomed. It must, however, be 
appreciated that the steel industry 
is not yet in a position to meet the 
full demands of the county and 
that the fullest and most effective 
utilisation of capacity must there 
lore be ensured, this involving the 
elimination of wasteful competition 
and the most economic usage of 
the over-strained railway transport 
aystem. It will be apparent, there¬ 
in, that in the interests of the 
oouatiy, die consumers tntd the in* 



dustry. direct Governmental control 
would of necessity have to be rqda- 
ced by some form of possibly modi¬ 
fied control on a voluntary oasis by 
the industry itself and the detailed 
|uint proposals of the main produc¬ 
ers in this connection are now 
being worked out for submission to 
Government. 

Arknowledaement* 

In conclusion, I would express on 
behalf of the Board of Directors 



our apprsbiation of ^ seo^eis tUBit- 
deradtoy die General HaiMger, Mr 
j McCracken, his Executive Heads 
and the entire Staff and WoHcens of 
the Comply who by tbdr ability, 
determination and wholehearted «d- 
fort have made possible tbO nisatts 
that have been ardiieved. '' 

The above statement is tlot a 
document purporting be a re¬ 
port of the proceraings of the 
Annual Genera) Meeting; 


n towards 

India Stoaiaahip Co., Ltd., hat 
a steady rssord of protrsis... 
Since Independence, Its ton¬ 
nage has increased from about 
<5,00(1 D.W. tons to over 
200,000 D.W. tons—more ton- 
nsge being still on order. 

Its services are also extending 
to various trade routes. After 
initisi eonsolidation in the 
lndia-U.K.-Continent ttade-~ 
the Company eatered the 
Indo-Sovm service to the 
Russian Black Sea ports io 


progress . • • 

1956 and later to Rumaniaa 

J torts. In 1959 the Company 
orgsd still another link in the 
overseas with South America, 
and in 1960 it extended its 
service to Poland. 

Their experience and repuu- 
ifon for fut, eflioieni and 
dependable service built on the 
personal care given by tbeir 
experienced officers and crew 
to the cargo entrusted to them, 
have earned them the goodwill 
of their custainers. t' 
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Tata' Ste^ 


fATA Iron & Steel has now Ite* 
|[un to reap the fruits of its 
hea^y investment in motiey an^ ef-. 
fort over the last seven years. The 
production of saleable steel during 
the year was 1,413,000 metric thns 
compared with 1,318,000 metric tons 
in 1961 *62, showing a rise of 7.2 
p c. Raw material supplies, which 
were poor last year, improved dur¬ 
ing the year. The Company started 
receiving washed coal from the fiov- 
ernment’s washeries at Bhojudih 
from October 1962. 

Sales and other inct^e aggregated 
to Rs 103.44 croreg showing a rise 
of 12 pc over the previous yiwHs 
amount of Rs 92.30 crores. The pro- 
(it.s for the year are also gratifying, 
using from Rs 6 09 crores to Us 
10.56 crores i e by 73.4 p c. How¬ 
ever, the Directors are conscious of 
the fact that the net return on the 
total capital invested is still hardly 
adequate for an industry which con¬ 
tinually need.s large funds for ex¬ 
pansion and modernisation. They 
feel that whatever efforts are made 
to improve operation, increase pro¬ 
duction and effect further economies, 
any significant improvement in the, 
return on capital investment (^n, 
however, come only from a favoura¬ 
ble price stiueture which would en¬ 
able the C.ompany to service past 
loans, provide funds for expansion 
and pay reasonable dividends to 
'hareholders. 

After providing Rs 80 lakhs 
(against nil in the previous 
'or income-tax and corporation-tax 
(the Company has no liability for 
SPT), there has remained a balance 
of Rs 9.76 crores from which the 


7.5 p c and 7.S per cent, all subject 
to tax, on First, Second and A Se^ 
cond preference shares reflectively, 
absorbing 84.39 lakhs and ordi¬ 
nary dividend at Rs 11 (Rs 7.70 
net) per share of Rs 75 each gbsorb- 
ing Rs 404.17 iakhs. 

The highlights of the Company's 
operations during the last tbreie 
years are indicated in the table 
below. 

As against a paid-up capital of 
Rs 38.97 crores, die Reserves and 
Surplus at the end of the year amo¬ 
unt to Rs 42.99 crores (Rs 36.-13 
crores). Secured loans show a deduc¬ 
tion at Rs 43.57 crores (Rs 52.84 
crores). Cross block is increased to 
Rs 195.88 crores (Rs 190.23 crores) 
while the net blodc is brought down 
to Rs 103.32 crores (Rs 109.06 
crores). 

The Directors state that the in¬ 
crease in the retention prices sanc¬ 
tioned by Governmemt in June 1963 
amounts to Rs 10 per ton for the 
year 1962-63, an additional Rs 8 
per ton from April 1, 1%3 (to cover 
increase in the price of coal, rail¬ 
way freight, excise duties, the inte 
rim wage increase, etc,) and a fur¬ 
ther R» 10 per ton' from July 1, 
1963 (to cover the cost of emergen¬ 
cy risks insurance subject to actuals 
being adjusted against the Equalisa¬ 
tion Fund). The selling priceb of 
some of the finished steel products 
were also raised by Government 
during the year following the levy 
of excise duties thereon. 

in his statement to the share¬ 
holders the Chairman, J R D Tata, 
justifies the Expansion Programme 


Company has transferred Rs 8.70..,, un^riaken by the Ciro^ny but for 
crores to development rebate reserve ' which the pimtion of the Company 
leaving no arrears of development 

rebate allowance to be provided. ® re sult of t he plant getting older 

This leaves an assessable profit — ^ ' Xata Iron 

for the first time after 1957-58 
of Rs 1.06 crores. To litis an)OV|;n||Hi.« 

are added Rs 2.58 crores from GchtX Producuon of <teel (’000 tons) 
ral Reserve No 1 (taxed profits for Grom revenue (Rs crores) 


aM costly lo pps^tte. 

Whereas h, few years ago, a million- 
ton. steel plant and a diousand-toh 
blast furnace were considered except 
tionally lairge and efficient, to-day 
even a two-million plant and a two- 
thousand ton blast fomace are by no 
means big by world standards. &• 
sides, te^nological advances and 
new processes have increased effici¬ 
ency and lowered costs. 

According to preliminary studies, 
a further expansion of something 
between half a million and one mil¬ 
lion ingot" tons could be undertaken 
economically within the existing 
plant area. The cost of a million ton 
expansion scheme might probably 
exceed Rs 100 crores at least half 
of which would be in foreign ex¬ 
change. The World Bank to which 
the Company still owes Rs 34 crores 
will have to he satisfied of its abi¬ 
lity to undertake such schemes witb* 
out affecting its capacity to service 
existing loans. Since the expansion 
programme will, however, affect the 
shareholders* return for sometime to 
come the Chairman has assured the 
shareholders that the scheme will be 
undertaken only if the Board is 
thoroughly satisfied that the project 
is technically and economically 
sound and that it can be undeitaken 
on terms wholly fair and attractive 
to the shareholders. 

IMa Oil Mills 

'J'HE operating results of Tata Oil 
Mills for the year ended March 
31, 1963 were gratifying and the 
Company was able to maintain a 
satisfactory rate of growth in its 
output and sales and also, to a 
lesser extent, in its profits; thus (Ob¬ 
serves J R D Tata, Chairman of the 
Company, in his statement accom¬ 
panying the Annual Report and 
Accounts for the year. The rc.suUs 
would have been still better had it 
not been for the temporary disriip- 


Operating Results 

* ' Year ending March 31, 


(lie previous years) and Rs 1.20 mgr#™ S'®®* *** crores) 

les from General Reserve No 2 

Rs 34,084 from last account raising*;'oJ^rfiam (Rs) 
the disposable amount to Rs 490.32 Dividends, net of tax 
lakhs from which die Directors havir 
transferred to Dividend Reserve Rs 
490 lakhs And recommended out of 
the said Reserve, dividends at 9 p c, 


(Rs crores) 

g ividends per ordy share, net, (Rs) 
etgined pipfiti, (Rs crores) 

Retained" eatpings crores) 
Shaiebolderi*'et|aity "(Rs crores) 
Sbareholden* equity per oidy share (Rs) 


1961 

1962 

1963 

1263 

131B 

1413 

87.08 

92.29 

103.44 

5.09 

6 09 

10.56 

NU 

Nil 

0.80 

5.09 

6.09 

9.76 

11.55 

14.27 

24.26 

3 51 

3.51 

3.68 

7.25 

7.25 

7.70 

0.44 

1.44 

4.86 

34.57 

36.43 

42.99 

73 54 

75.40 

81.96 

169 

174 

192 
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tioa of Bairs in Aasani and Bengal 
»K a mult ol the Chinesr aggresaion. 

Tlie Company increased its pro¬ 
duction of soaps by 6 p c as against 
the all-India average of 2.5 p c for 
the organised sector of the industry. 
The Company’s bulk licences for 
the import of raw materials were 
substantially curtailed for the first 
half of the year and completely 
stopped for the second half, but it 
was allotted foreign exchange to im¬ 
port raw materials like copra and 
palm oil to the extent of lU exports 
of crude oi refined groundnut oil. 
The Company effected exports of the 
value of Ks 79 lakhs and imported 
raw materials. 

During the year sales of the pro¬ 
ducts rose from Rs 10.92 crorcs to 
a record ligiiie of Rs 12.47 ciorcs, 
sales agency commission fetched Rs 
2H lakhs us against Rs 17 lakhs and 
other incomes increased from Rs 10 
lakhs to Rs 15 lakhs. The total in¬ 
come tliiis showed an increase of Rs 
1.70 crorcs to Rs 12.88 crores. The 
pre-tax profit after providing depre¬ 
ciation and olliei charges was Rs 12 
lakhs higher at Rs 50.74 lakhs and 
the gross pioht margin losc slightly 
from .5.5 p r to 3.9 p c. The amount 
available for apportionment, after 
pioviding for taxation (including 
Rs 2.43 lakhs for S P T) and deve¬ 
lopment rebate reserve and taking 
info account the previous year's 
balance, came to Rs 24.66 lakhs, 
being Rs 4 85 lakhs more than in 
1961-62. The net profit margin thus 
rose from 17 pc to 1.9 p c. Of the 
amount available for apportionment 
Rs 2.75 lakhs is tiansferre.d to Plant 
Modernisation and Development Re¬ 
serve, Rs 2.40 lakhs to General Re¬ 
serve, and R.s 19..5() lakhs to Divi¬ 
dend Reserve and Rs 1,187 is left 
to the next year’s account. Out of 
the dividend reset ve, the Directors 
have recommended the payment of 
a pre/eiencc dividend at R.s 4.50 
per share of Rs 100 absorbing Hs 
1.34 lakhs and an ordinary dividend 
at Rs 5.50 per share of Rs 25 i Rs 
5.75 previous year) on old shares 
and at R.s 1 73 per sliare of Rs 25 
on new shales, which in the aggre¬ 
gate absorbs Rs 17.84 lakhs (Rs 
16.12 lakhs). The net earnings per 
ordinary share, including new shares, 
work out to about Rs 5.52 which 
just covers the ordinary dividend. 

The Directors state in their report 
tli*f the combined sales of laundry 
Md toilet voaps improved by 8 pc 


and reached 29,500 tonsi sales of 
refined glycerin declined 1^ 6 pc; 
crashing operations at the Oil Mills 
slightly exceeded last year’s tonnage 
despite reduced imports of copra; 
sales of ‘Pakav’ vanaspati registered 
a small rise of 3 pc; growth of sales 
of toilet products was somewhat 
lower than in previous years; and 
the Company’s exports of branded 


j^OTICE is here,by given that the 
Annual General Meeting (be¬ 
ing the Forty-Sixth Ordinary Gene¬ 
ral Meeting) of the Company will 
lie held at the Royal Exchange Hall 
of the Bengal Chamber of Com¬ 
merce & Industry, Caicutta-1, at 3 
|i, m on Tuesday, the 3rd Septem¬ 
ber, 1963, for the following pur¬ 
poses : 

1. To receive and adopt the 
Audited Accounts for the year 
ended Slst March, 1963, and 
the Directors’ and Auditors’ 
Reports thereon. 

2 To declare a dividend for the 
year ended 31st March, 1963, 
On the Ordinary Share Capi¬ 
tal. The dividend if sanction¬ 
ed will be paid on or after 
the 4lh September, 1963. 

3. To appoint a Director in 
plate of Mr. R G Edwards, 
who retires by rotation and is 
eligible for re-appointment, 

4 To appoint a Director in 
place of Mr. A. D Ogilvie who 
retires by rotation and is eli¬ 
gible for re-appointment. 

5 To appoint a Director in place 
of Dr. N, N. I.AW who retires 
by rotation and offers himself 
for re-apjwintment 

In this connection a Spetial 
Notice as defined in Section 
190 of the Companies Act. 
1956 has been received by the 
Company under Section 281 
of that Act to move the follow¬ 
ing Resolution at the meet¬ 
ing:— 

“That Dr. N. N. Law be and 
is hereby appointed a Director 
of the Company and that it is 
hereby declared that the age 
limit laid down in Section 280 


prodiiicits improved to Ra 19 TaUn in 
valufu 'Hie aggregate value of ex¬ 
ports amounted to Rs 1.6 crores as 
against Ks 71 lakhs in the previous 
year. The Company has explored 
new outlets and established several 
new contacts in the overseas mar¬ 
ket, particularly for refined ground¬ 
nut oil. Exports of branded products 
have also increased. The Company 


of the Companies Act, 1956, 
shall not apply to him.” 

6. To appoint Auditors and fix 
their remuneration. 

Special Business 

7. To consider and if thought fit 
to pass the following as a 
Special Resolution in clarifi¬ 
cation of the Special Resolu¬ 
tion passed at the General 
Meeting of the Company held 
on the 11th December, 1962;— 
“Resolved that the consent 
accorded pursuant to Section 
314 of the Companies Act. 
1956 to Mr John McCracken, 
a Director of the Company, 
continuing to hold an office of 
profit as General Manager of 
the Company’s Works covered 
and was intended to cover the 
enjoyment by him of all such 
benefits as are or shall be 
admissible to all other over¬ 
seas recruited staff of the 
Company of Non-Indian 
origin.” 

A member entitled to attend and 
vote at the meeting is entitled t<> 
appoint a proxy to attend and vote 
on a poll instead of himself and a 
proxy need not be a member. 

By Order of the Board, 
MARTIN BURN LIMITED, 
F G Liversedge 

• I Managing Director, 

Managing Agents 
Registered Office: 

12, Mission Row, 

Calcutta-1. 

7th August, 1963. 

l^ote: An Explanatory Statement is 
annexed to the convening 
notice issued to members of 
the Company. 


The Indian Iron and Steel 
Company Limited 

NOTICE 
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sd«S»M' t« laipvn 

9|>ai« prats to modernise itt 

sospft plftnts at Bod^y and Cai' 

cutta and to have a new modern 

plant at Gfaasialbad. 

Iriie Government has granted 
Coippany a licence to manufacture 
synthetic detergents and approved a 
foreign exchange loan from ICICI 
for import of a plant in this con¬ 
nection. The Companyj will invest 
shortly a further amount of Rs 37,50 
lakhs in Tata-Finlay enterprises, 
which, in addition to the pairfcaged 
tea project, will undertake a new 
project for manufacturing instant 
tea which will be largely exported 
to European and American markets. 

The company’s Selling agency 
agreement with Tata Chemical.s 'has, 
the Chairman revealed, now been 
revised and earnings therefrom have 
considerably increased. 

Raymond Woollen 

T'HE pre-tax profits of Raymond 
Woollen Mills for the year 
ended December 1962 have risen 
by 12.59 P c to Rs 50 44 lakhs, 
but as a result of the increased 
provision for income-tax and super¬ 
tax by Rs 3.30 lakhs at R.s 24 30 
lakhs and the incidence of SPT at 
Rs 6 lakhs profits after tax are 
lower at Rs 2014 lakhs as com¬ 
pared with Rs 23.80 lakhs in the 
previous year. The incidence of the 
taxes works out at 62.35 p c of the 
assessable income of the Company 
for the year. 

The entire woollen industry has 
now switched over to defence pro¬ 
duction. The Company is therefore 
working with substantial orders on 
hand ror defence materials. The 
Company is going ahead with a 
scheme of complete modernisation 
of its mills in wool combing, spin¬ 
ning and weaving departments. 
The Company is allotted 24 heavy 
power looms |t)o expand the existing 
capacity for defence production. 

After appropriating Rs 95,000 
(Rs 70,OCX)) to development rebate 
reserve, Rs 1 lakh (Rs 1 lakh) to 
investment depreciation reserve and 
Ks 10 lakhs (Rs 9.70 lakhs)- xo 
General Reserve No 2, out of the 
disposable amount of Rs 23.09 
lal^ the Directors have declan^ 
a dividend at 6.5 p c subject to tax 
on preference shares and at die 
rate of Rs 12.00 (same) per share 


Tie'Trefiwhc^ and dfvi* 

deads will absorb Rs l,6il^^w0 and 
Rs 9,00,000 respectively. 

Calm Sewing MmdiiBeB 

piONEERS in the export of light 

engineering goods, Jay E^- 
iieering have touched a new hi^ 
m the export of sewing machines. 
Thpsa exports go not only to the 
developing countries but also to' the 
industrialised ones which haiie 
highly developed engineering indus¬ 
tries of their own. West Germany, 
for instance, will import 72,000 
Usha sewing machines during the 
next three years. This is the lar¬ 
gest single export order received by 
Jay Engineering, which already 
exports 1,500 sewing machines to 
the United States and 1,0(X) sewing 
machines to the United kingdom 
per month. 

Money Market 

(Thursday MorningJ 
'J’HERE was a sudden spurt m the 
inter-bank call money rate which 
opened higher at one and a half per 
cent on Monday, and went up to 
three per cent within a day. The 
hardening of the rate is attributed 
in some quarters to the flight of 
funds to Calcutta where the call rate 
has been higher than 3 per cent for 
some time. However this movement 
of funds is likely to be a temporary 
one, impelled by the slack season 
and falling bank credit which con¬ 
tracted by Rs 14.61 crores during 
the week ended July 27. Present 
indications are that the rate may not 
move up further since funds are 
freely available at current rates. 

During the week ended July 26, 
although aggregate deposits of 
scheduled banks fell by Rs 5.34 
crores, the decline in bank credit 
by R.S 14.61 crores has kept the re¬ 
sources position of ,the banks com¬ 
fortable. The depletion of cash and 
balances with the Reserve Bank by 
Rs 24.60 crores, reduction of call 
and short notice funds by Rs 5.85 
crores and increase in borrowings 
by Rs 3.61 crores from sources olhei 
than the Reserve Bank, might reflect 
a diversion of funds to the Central 
loans, but paradoxically investment 
in Government securities showed a 
decline of Rs 9.93 crores, indicating 
that banks reduced their holdings of 
securities eonridergbly. 


., Active i^ies expanded during dm 
week ended Augt^ 2, by Rg 6413 
crores, dm expansion being a not' 
mal feature in the first week of a 
month. This demand was by 
the Banking Department without . 
additional note issue which actually 
contracted by Rs 42 lakhs. Foreign 
assets are down by Rs 2.58 crores, 
the result of a reduction of foreign 
Securities by Rs 3 crores and 
rise of foreign balances by Rs 42 
lakhs. Central Government's depo¬ 
sits which rose last week by Rs 94 
crores have fallen by Rs 28.11 cro- 
rea whne State Governments’ depo¬ 
sits have risen by Rs 23.68 crores. 
On the other hand, loans to gove¬ 
rnments have been reduced by Rs 
17.85 crores. Investments of the 
Bank record a fall of Rs 4.45 crores 
(as against a rise of Rs 13.43 cro¬ 
res in (hr previous week) but this 
was countered by a rise of Rs 3.01 
crores in the Rupee securities in the 
Issue Departmennt and a sharp 
rise of Rs 14.61 crores in bills piir- 
cha.sed and discounted. 

In the gilt-edged market, firm 
conditions continued to prevail 
with demand existing for short da- 
teds particularly. The 3 p c 1966/ 
68. 3 p c 1970/75 and 3i p c 1967 
were more prominent and put on 
about 20 to 25 nP during the week. 
The new 1969 loan is quoted lower 
at Rfl 99 40 while 44 p c 1973 is at 
a discount of 15 nr. The firmness 
is expected to continue throughout 
the slack season. 


Around Bombay Markets 

As our Market Correspondent is 
indispored, “Around Bombay Mar¬ 
kets” does not appear this we^. 

— Ed. 


^be economic 

Foreign Subscriptiim Rate 
Due to increase in foreign 
postal rates it has been found 
necessary to revise our foreign 
subscription rate. With eflfect 
from July 1963, the annual 
foreign subscription will be 
Rs 34, SOs or g 7, 

A Fernandes 
Business Manager 
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CURRENT STATISTICS 


BANKIIN(> RETURNS 


(/?! crores] 


Reserve Bank 

Auk 2 

July 26 

July 5 

Aug 8. 






’62 

1 

Note clrcu'atlon 

22ir) 13 

2208 91 

2274 48 

2045.20 

2 

Rupee coin 

119 e.') 

120 08 

113 89 

119 83 

3 

Deposits 

(a) Central Govt 

121 16 

149.27 

73 37 

49.08 


<b) Other Govts 

32 79 

911 

9.00 

36.07 


(c) Banks 

.H2 73 

86 87 

100 09 

94 88 


(d) Other.*) 

204 64 

209 63 

207 02 

203.80 

4 

Foreign secuniies 

92 26 

95 26 

95.89 

92.84 

& 

Balance abroad 

6 98 

5 56 

5 63 

6.22 

6 

Rupee securities 

1904 32 

1901 31 

1970 65 

1733 49 

7 

Investments 

327 11 

331 56 

261.02 

305 37 

3 

Loans and advances 





to Gov 18 

38 48 

66 33 

69 72 

27 77 

9 

Other loans and 
advances 

138 10 

129.69 

137 96 

13133 

Scheduled Banks 

July 26 

July 19 

June 28 

July 27, 
•62 

1 

Aggregate 
deposits (net) 

2174 74 

2180 07 

2134 99 

2043 68 


Demand (net) 

928 49 

920 15 

899.73 

796.86 


Time (net) 

1426 24 

1259 92 

1235.26 

1244 82 

2 

Cash in hand 

.'ll 4S 

52 06 

62 74 

48.47 

3 

Balance with 
Reserve Bank 

79 33 

103 32 

9190 

98 33 

4 

(2)-l (3) as",, 

of (1) 

6,01 

713 

7.24 

7.18 

5 

Borrowings from 
Reserve Bank 

0 34 

0 47 

1.49 

0 83 


(a) Against usance 
bills and/or pro- 


INDEX NUMBER OF WHOLESALE PillCE$l 


Group and Sub-group 


WEEK 

ENDING 



13-7-’63 

6.7-63 

15-6-63 

14-742 

Food Articles 

188.2 

187.8 

184.4 

12M 

Cereals 

114.9 

114.8 

112.1 

106,8 

Pulses 

110.6 

108.0 

109.0 

105.O 

Fruits & Vegetables 

139.8 

1410 

140D 

148.9 

Milk & Ghee 

134.0 

133.8 

127 7 

127.3 

Edible Oils 

152.0 

162.1 

1515 

155.4 

Fish, Eggs & Meat 

147 2 

US.9 

144.7 

145.6 

Sugar and Gur 

193.1 

194.0 

1881 

149.4 

Others 

188.6 

186.3 

179.2 

171.7 

Liquor and Tobacco 

119.3 

117.9 

119.3 

99.1 

Tobacco 

110.3 

114 9 

116.3 

96.5 

i<'uel. Power, Light A 





Lubricants 

1S7.1 

137.1 

137.1 

128.7 

Indii/ttrial Raw Mate¬ 





rials 

189.0 

139.4 

188.4 

1884 

Fibres 

130.3 

132.2 

133.3 

130.8 

Oilseeds 

156.8 

156.8 

162/2 

156.6 

Minerals 

93 4 

93.4 

93 4 

93.4 

Others 

125 4 

125.6 

126.1 

125.4 

Manufactures 

1S0.8 

180.4 

130.6 

129.4 

Intermediate Products 

140.2 

139.8 

189,2 

142.2 

Finished Products 

128.7 

128.9 

129.2 

127.3 

Textiles 

126 0 

126 5 

127 3 

126.7 

Cotton 

135.0 

136.3 

135 4 

129.2 

Jute 

97.0 

98 2 

101 5 

118 0 

Woollen 

160.9 

150.9 

142 7 

1413 

Silk & Rayon 

135j8 

135.8 

137 0 

129.1 

Metal products 

161.5 

161.6 

1615 

100 5 

Chemicals 

117 2 

117 2 

117.5 

115.5 

Oil cakes 

170 7 

170 2 

1663 

167 3 

Machinery * Transport 





Equipment 

123 4 

123 4 

123.2 

117.9 

Others 

128 4 

128 3 

128 2 

125 6 

AU Commodities 

136.6 

136.6 

133.1 

129.4 


JUTE 



missory notes 

0 09 

0.09 

009 

017 


(b) Others 

0 25 

0 38 

140 

0 46 

6 

Advances 

1272 14 

1287 54 

1316 01 

1214 92 


(a) State Bank 

245 94 

252 83 

262 99 

263.72 

7 

(b) Others 

Bills discounted 

1026 20 

1034 71 

1053 02 

951 20 


(a) Inland 

162 45 

160 98 

161 58 

123 83 


(b) Foreign 

51 46 

52 14 

51 98 

47.59 


(c) Total 

213 91 

213 12 

213 66 

17142 


U) State Bank 

; 16 84 

16 46 

17.16 

15 40 

8 

(11) Others 
(6) + (7) as 

197 07 

196.66 

196 41 

156 02 

9 

Of (1) 

Investment in 

68 33 

68.84 

7164 

67 84 


Govt Secuniies 

087 17 

697 08 

652 98 

656 54 

10 

(9) as % of (1) 

3160 

31 98 

30.58 

32.08 


__ . - - -- 

_ - 

-- 

- - 

. _ _ 


Bombay Money Rates 



(f’rr cent 

July 26 

ppf annum) 

July 19 

June 38 

July 37. 



’62 

Call money 

. from Banks 

3.48 

0 80 

2 08 

0.75 

DepoaitB 

Sevon days 

3.00 

300 

3.00 

2 97 

. Three months 

— 


— 

— 

Six months 

3.76 

3.75 

3 75 

3 75 


Production 

, Slocks 

(■000 

Olid Despatches of 

Metric Tons) 

Gunnies 


May ’63 

April ’63 

July ’62’ 
May ’63 

July '61 
Msy ’62 

Production 

Hessian 

43 7 

43 8 

473.4 

376.7 

Sacking 

42.4 

43 2 

491 8 

462.5 

Others 

18 8 

184 

152 7 

132.0 

Total 104 9 

Equivalent consumption 

105 4 

11,17 9 

971.2 

in lakh bales 

6.06 

5 93 

63.87 

55.00 

•Storks 

HrKSidn 

32.3 

29.0 

__ 

__ 

Sacking 

45 5 

45.0 

— 

— 

Oth**rR 

IH 0 

16 9 

___ 


Total 

95 8 

90.9 

— 

— 

Dm patches* 

Hessian 

40.9 

45.1 

469.7 

379.6 

Sacking 

42.0 

42.1 

481.3 

462.2 

Others 

17.0 

43 7 

145.2 

116.7 

Total 

99 9 

104 8 

10,96.2 

958.5 


I J 

M A Purchases of Raw Jute 



('OOO bales) 


From India 

3.48 3,83 65,76 

71,52 

From Pakistan 

8 28 2.06 

3/40 

• Includes despatches for export! and internal consdniptio 


Sourre i Indian Jute Mills Association, Calcutta. 


1S84 



:ir 


TSEx 

Leaf 




Diftrictt 


AMam 

Cachar 

Darjeeling 

Dooan 

Terai 

Tripura 

TOTAL 


Districts 



21.1 


10,3 


6.18 


121.0 


38.1 

Dmt 


6.92 39.4 19.2 5.96 


132.8 


63.7 


5.46 


Sale no 6, 
July 8, 1963 


Up to and including 
Sale no 

July 8. 1963 


Sale no 5. 
July 11, 1962 


Up to and including 
Sale no 5, 

July 11. 1962 


2^ 

11 
rt •*— 


►.3 

4^ 


iL" 


3 

Ot-B 


Oa 


41 fe-s 

S S'- 


If s 


A4 


- 8^ 


Is 

op 

(Q '4^ 

fr, 



AsHam 

4.7 

1.9 5.63 

13.5 

5.5 

5.58 8.2 3.4 

5 51 

13.9 

5.6 

3.45 

Cachar 

04 

O.l 4,83 

1.7 

0.7 

4.63 — 0.02 

4.85 

0.2 

0.1 

4.27 

Darjeeling 

0 1 

— 6.31 

0.7 

0.3 

6.44 — 0.03 

5,19 

1.0 

0.4 

5.47 

Dooare 

3 3 

1 3 5 08 

168 

6.7 

4.96 5.9 2.3 

4.05 

17.1 

6.7 

4.08 

Terai 

— 

- - 

05 

0.2 

4.6’1 — 0.01 

4.50 

0.5 

0.2 

3.79 

Tnpura 

1.1 

— 4 45 

0.2 

0.1 

4 31 0.1 0.04 

3 10 

0.1 

0.05 

3.21 

TOTAL 

8.6 

3 4 5 38 

33.4 

13.4 

3 23 14.4 5.8 

4.91 

32.8 

13.1 

4 71 

Source s Department of Commercial Intelligence 

and Statistics, Government of India 





Production of Petroleum and Petroleum Products 

1 Workinft Claae Coat of 

Living Index 


(’000 Metric Tons) 



! (Base adjusted to 1949“ 100) 

1962 


Mar ’63 

Feb ’63 

Mar '62 

1962 

I April ’63 

Max '63 April ’62 

(Average) 




(Average) 

1 Gauhati 111 

111 


111 

112 

Crude Petroleum 

NA 

NA* 

97.3 

85.1 

! Ahmedabad — 

115 


121 

122 

Petroleum products 





i Madras 149 

]‘^9 


149 

150 

Light distillates 

128.2 

101.2 

84 6 

96 8 

Bombay 142 

143 


143 

145 

Kerosenes 

117 3 

106.6 

93 5 

97 3 I 

Bangalore — 

— 


152 

153 

Diesels 

181.3 

149.4 

144.2 

149.3 

Kanpur 105 

105 


102 

107 

Lubricants 

3.1 

30 

2.3 

21 

Calcutta 117 

123 


117 

120 

Bitumens 

31.7 

32.9 

30.4 

30.7 

Delhi — 

-- 


129 

130 

Heavy ends 

203 3 

159 5 

1199 

162.9 

' AlMndia 131 

130 


128 

130 

Other products 

10.3 

9.2 

9.6 

10.7 

Source i Central Statistical Ontanisation, Cabinet Secretariat. 

Total of petroleum 









oroducts 

675 2 

561 8 

484.5 

549.8 






* The figure for Jan 

’63 IS 117 7. 


Joint Stock Companies 


Source : Ministry of Mines and Fuel, Government of India. ■ 

N«w Kegtstratlona and 

Liquidations 







[All amounts in Rs 

Lakhs) 



Cloth Production 




Mar ’63 

Feb ’83 Mar ’62 1982 
(Average) 


[Million 

Metres) 



Incorporated and 






Nov *62 

Oct ’62 Nov ’61* 

1962 

restored 








( Average 1 

No of Companies 

129 

103 

H6 

128 

Coarse 

69.8 

64.8 ' ’ 

75.9 

62.7 

Authorised capital 

21,34 

14,22 

66,72 

25,82 

Lower medium 

114.9 

106.2 

133.8 

1172 

Ceased to work 





Higher medium 

153.4 

141.5 

170.9 

163.5 

No Of companies 

48 

69 

166 

94 

Fine 

19.3 

17.2 

14.8 

18.1 

Paid-up capita#' 

28 

22 

133 

55 

Superfine 

23 7 

20.5 , 

49.4 

20.9 

Over-all variations,In 





Total 

381.1 

350,3 414.9 

380.3 

paid-up capltaj of «ll 










companies 

~ +15,40 

+ 8,4T +12.83 

* kk million yardfk , 

it 



Source : Department of 

Company Law Admlnlstra- 

Source i Textile 

Commissioner, Government of 

India, 

tlon, Ministry of Commerce and Industry, Oov- 

Bombay. 
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Defreezing Steel 


THE Minister of Steel and Heavy Industries has learnt quite a lot in 
the intervening period since he made those fatuous remaiks altoul 
steel pricing and issued a fiat that the retention price for steel he based 
upon cent-per-cent capacity working of plants and disallowed the 
element in the retention price which was to compensate the interest 
chargeable on the special advance made to the steel companies. He is 
perhaps a much wiser man today, judging from the speeches he has 
been making about the necessity of reviewing Government’s approach 
to the problems of steel distribution and pricing. 


There )s a general expectation in the air that as a rt>sull of this 
re-thinking, the octopus controls and the rigidity imposed by them will 
be relaxed and that an economic price will be fixed tor steel some day, 
so that steel producers may be able not only tn produce to their maxi> 
mum capacity but also oe encouraged to expand All tins is in the 
air, but nothing has been done yet. 


Having taken an impossible stand and lacking the courage to own 
up his mistake and make amends, the Minister had, however, the 
shrewdness to appoint a comiiuttee headed by Professor K N Raj, 
suspected of socialist sympathies, to pull him out of the mess. In its 
interim report, the Raj committee, etprapos of nothing, laid down the, 
only sensible principle of depreciation which can apply to the costing 
of steel which is no other than that adopted both by the World Bank 
and the British Steel Federation From a commonsense understanding, 
absolute retention price should be no concern of the Raj committee, 
which is concerned with the distribution and, of course, with the price 
differentials between different steel products. It is the inapprt^riate 
relative prices of products which distort the pattern both of production 
and distribution of different types of products. Anyway, the Raj com¬ 
mittee has paved the way and the Minister should not take long to 
muster sufficient courage to face the problem squarely and straighten 
it out. 


/ 


In the Statements, issued at about the same time, by the Cliairmen 
of the two private sector companies (published in full in last week’s 
issue) one natut 2 dly expected some reflection of the change in attitude, 
expected rather than realised, in reigard to the future of steel. There 
is perhaps a basic accord in the two statements. Both discuss prospects 
of expansion but not in the same tone. There is a contrast in their 
style of presentation which is so sharp that it cannot possibly be missed. 
This is not entirely explained by the differences in their respective 
personalities Is it because the performance of the two companies has 
been different ? While the Indian Iron and Steel did achieve cent- 
per-cent capacity production, which was dictated by the Steel Minister, 
J R U pleaded that in a complex industry like steel involving close 
coordination tif many elemenlti and factors beyond the control of 
producers, “continuous operation alt cent>-per-cent cajiaoity is not 
easy task”. He assured the shareholders, liowever, that every effort 
would be m8de to bring the plant to its full production and ftffitiicncy, 
of which over 90 per cent was achieved by the end of the year. 



Blind spot in To^n PtliiiLlllg 

..rtiti 


why doee it not uik for these 


Sir Biren presented the odier side 
of the medal. True, his company 
had attained a production cent- 
per-cent of rated capacity but only 
«t the expense of quality. ITtc per¬ 
centage of tested steel, as a result 
of such forced production, had come 
down from 80 to 60 This went 
against his grain It was with the 
greatest reluctance that (he company 
had lowered its standard, for the 
maintenance of which he had fought 
throughout his association with the 
company of over thirty years 
This was not all. In such forced 
increase in production, there was 
always the danger of “chances 
being taken with proper mainte¬ 
nance" and this might “result in 
disaster". Will Shri Subramaniam 
now appoint a committee of experts 
to [lull him out of this otlier mess ? 

In contrast to Sir Biren's forth¬ 
right exposure of the absurd situa¬ 
tion created by the Steel Minister’s 
untenable stand, J R D Iwas all 
sweet reasonableness and full of 
praise for the Minister for the 
manner m which he had “sympa¬ 
thetically heard the views expressed 
by the industry’’ on a recent occa¬ 
sion. He complimented the Minis¬ 
ter for his “fair minded and prag¬ 
matic approach to the problem”. Is 
the ukase for cent-per-cent capacity 
production as the norm for steel 
pricing also the product of such 
pragmatism ^ All through J R D 
Tata in hU statement has been very 
much on the defensive. And this is 
not explained entirely by a stand¬ 
ard of performance which he as n 
steel man, would not judge to be 
poor. Why has he to be so much 
on the defensive, to cover his guilt 
by political association ? 

What about the future? Both the 
Chairmen welcome the chance for 
expansion if it is given to them 
But when Indian Iron after capa¬ 
city production still finds itself 
without the rupee resources to fin¬ 
ance the needed colliery develop¬ 
ment for wliich the World Bank has 
agreed to lend foreign exchange, 
when it is threatened with drastic 
Curtailment of production at one of 
its works because pig iron produced 
by the company is to be diverted 
elsewhere, one’s faith is not neces¬ 
sarily shaken that these deficiencies 
will be made g»»d in due course. 
But one cannot help asking, what 
has the Steel Minister been wait¬ 
ing for ? 


'J’HERE arc Schools and Depart¬ 
ments of the Government in every 
State, except West Bengal, for Town 
Planning. ITie planning of cities has 
also been on the cards. Bombay led 
with its plan for Greater Bombay 
some years ago, the master plan for 
Delhi followed and now Calcutta, 
too, has an organisation for metro¬ 
politan planning. The emphasis in 
all these is largely on new develop¬ 
ment and expansion; the problems 
of new towns, where to locate them, 
what role they should play in the 
economic development of the coun¬ 
try and how they should he planned, 
usually dominate the conferences, 
committees and seminars — some of 
them sponsored by UN organisa¬ 
tions jointly with town planning de¬ 
partments of government.s. 

While re-development attracts at¬ 
tention, Itttle attention is paid to 
the more humdrum but much more 
urgent problems of maintenance of 
buildings in the old built up areas, 
df providing them with the mini¬ 
mum of sanitation and ensuring 
their water supply. In this, Bombay 
which is so progressive in city de¬ 
velopment in BO many other ways, 
has been inexplicably and criminal¬ 
ly negligent. Every year with the 
rains many old buildings collapse 
and the monsoon takes its annual 
toll of lives. For a few days, the 
.stories of major house crashes in the 
city are flashed in the papers, pic¬ 
tures published of the mangled 
bodies of the victims crushed under 
the debris, and the same old ex¬ 
cuse trotted out that the Munici¬ 
pality has no legal powers to com¬ 
pel landlords to repair buildings 
which they let out and tenants, 
usually poor, make pitiful efforts to 
repair which prove of no avail when 
there is a downpour 

This is a periodical occurrence. 
Corporators do nolliing about it and 
the people watch helplessly Why 
hasn’t in all these years the pro- 
ftressive Municipal Corporation of 
Bombay moved its little finger to 
protect the inhabitants of totteiine; 
buildings which its own surveyors 
and engineers should he able to 
mark out and condemn to be milled 
down or adequately repaired ? Tlie 
same story is repeated every year 
— thie Corporation lacks legal 
powers to get anything done. But 


powers, assume than and patry out 
this basic duty pf wotecting the 
lives and limbs of wie dwellers in 
unsafe buildings ? 

The houses which collapse show 
the same invariant pattern. Either 
these are in the poorer localities 
or they are annexes of sumptuous 
mansions which had originally been 
built in a rickety fashion to serve 
as servants’ quarters but which with 
the pressure of population over the 
years have come to house a large 
number of miscellaneous people 
working in the city area. A sur¬ 
prisingly large proportion of the 
houses which collapse, on enquiry 
will be found to he owned by trusts 
This is because individual owners 
usually have a free hand in ex¬ 
ploiting the housing situation and 
in extracting premiums in spite of 
Rent Control; in order to get larger 
premiums, they stometimeh find U to 
their own interest to spend some¬ 
thing on repairs and development 
In the case of property owned hy 
trusts, this kind of inducement is 
usually inoperative or weak. 

There is absolutely no reason why 
the Corporation should not get the 
powers necessary for maintaining 
buildings in a reasonable state of 
repair and for ensuring water suji 
ply and sanitation It does not 
follow however that it will lic 
enough to entrust the Corporation 
with the necessary powers. What 
about the means of execution? What 
about the inability or unwitlingness 
of landlords — not unjustified in 
all cases — to incur investments 
from which they cannot obtain ade¬ 
quate returns because of the ofio 
ration of the Rent Act? Along with 
the assumption of powers, the Cot- 
poration needs an agency of imple¬ 
mentation which will have the ne¬ 
cessary funds at its disposal to carry 
out the needed tasks of rebuilding, 
repair and maintenance. It should 
not be difficult for a city like Bom¬ 
bay to organise it in the form of a 
Municipal Development Corpora¬ 
tion which can operate on a no- 
profit basis or even on a commer¬ 
cial basis. To build handsome 
housing colonies and new suburbs 
is not enough. The old built-in area-» 
threatened with house collapses have 
a greater claim to attention. 
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e blamed difficulties of secu- 
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U^HAT is the critoriott to judge 
wfaedter an industry has bene¬ 
fited from protection ? Thk ques¬ 
tion arises in view of the demand 
u( the cotton textile machinery in¬ 
dustry for ctmtinuance of protec¬ 
tion beyond December 31, 1963 
vthich k now under consideration of 
the Tariff Commission. The textile 
inachinery industry was first grant¬ 
ed protection in 1950 for a three 
year period and since then it has 
been extended by successive recom¬ 
mendations of the Tariff Commis- 
Mon, whose last enquiry into the 
question was held in 19^ when it 
recommended continuance of protec- 
I ton up to the end of this year. 

In support of its demand for con¬ 
tinued protection the industry has 
I laitne.d that it has made consider- 
aide progress since 1960. In 1960 
there were 13 units engaged in the 
manufacture of protected items of 
cotton textile machinery. In addi¬ 
tion, one unit had been licensed 
hut had not commenced production. 
.'Mtice then SIX more units have been 
licensed so that now there are 20 
units registered with the Textile 
(.onimi-ssioner. There will be a subs¬ 
tantial increase in capacity over 
m60 when all the licensed units 
qo into production (see table be¬ 
low I The industry would thus ap- 
(icar to have made good use of the 
piolection granted to it. Its case lor 
u.niinuance of protection is that 
ci’f'n the expanded capacity would 
he far short of the requirements of 
the textile industry ao that the in¬ 
dustry needs to be expanded still 
fuither. 

This is one side of the picture. 
Tlie other side emerges from the 
figures of production of textile 
raachmery given in the table. Ex- 
eept fluted rollers, production of all 
mher protected items of machinery 


This k indeed smprking. The 
Indian cotton textile industry ia 
among the largest in the world and, 
besid^ it has a huge back-log of 
replacement and modernkation to 
make good. According to the Gov¬ 
ernment’s own estimate, made some 
years ago, an investment of no less 
than Rs 180 crores was considered 
necessary for the mills to catch up 
with replacement and modernisa¬ 
tion. And, of course, further expan¬ 
sion of the industry will create 
more demand for machinery. The 
table gives the annual average de¬ 
mand for textile machinery in the 
Third Plan as estimated by the 
Textile Commissioner’s Office and 
the Bombay Millowners’ Association. 

How, then, does one explain the 
failure of the cotton textile indus¬ 
try which is clearly in need of large 
quantities of textile machinery for 
replacement, modernisation and ex¬ 
pansion to sustain the textile machi¬ 
nery industry? True, imports of 
textile machinery have gone down 
in recent years. But this is the re¬ 
sult of import restrictions, not of a 
shift to indigenously produced 
machinery. It has been (Avious that 
the textile machinery industry has 
not made a hit with the textile 
mills. So that we have, on the one 
hand, lower imports of textile 
machinery and, on the other, a 
relatively slow increase in the off¬ 
take of locally produced machinery. 
This can only mean that the tex¬ 
tile industry is adding to its carry¬ 
over of replacement and modernisa¬ 
tion needs. 

Faced with large unutilised capa¬ 
city, the textile machinery produ- 


quantity or of the necessary quality. 
Huae cmnplaintB cannot be brushed 
aside lightly and it would be quite 
relevant to ask whether there ts 
any point in creating capacity if it 
cannot be fully utilised for want of 
raw materials. 

But that k by no means the 
whole story. The textile industrj''8 
aversion to locally produced machi¬ 
nery has very sound basis in the 
relatively poor quality and high 
prices of such machinery. Textile 
mills have represented to the Tariff 
Commission that there has been no 
appreciable improvement in the 
quality of machinery since 1960. 
Consumers continue to complain of 
poor workmanship and materia], sub¬ 
standard finish and dimensional in¬ 
accuracies. The textile machinery 
industry has also failed to keep 
pace with technological develop¬ 
ments in other countries so that 
modernisation carried out with in¬ 
digenous machinery is often very 
soon outdated. 

Finally, tlie low demand for 
textile machinery is also linked to 
the slow progress of the Govern¬ 
ment’s scheme of providing finan¬ 
cial assistance, through the National 
Industrial Development Corpora¬ 
tion, for the modernisation of the 
cotton textile industry. The prospe¬ 
rous and well managed mills who 
have been modernising their equip¬ 
ment rapidly have been reluctant to 
buy indigenous machinery, particu¬ 
larly since they can get import li¬ 
cences for machinery in view of 
their being large exporters. How¬ 
ever, for the majority of the other 
mills finance is a principal obsta¬ 
cle to modernisation and it is here 


Textile MaiJiinery Industry : Capucity, Production and Demand 


Capacity 


Production 


Capacity Existing Capacity 

in Capacity when All 

1%0 Licensed 


1960 


1961 


1962 


Estimate of Annual Average 
Demand 

Textile Bombay MiU- 
Gommissjon- owners’ An>o- 


i^ing Frames (noi) 

^l>indlej (millions)' 

■Spinning Rings (millions) 
fluted Rollers (KnesV 
■''iitomatic Looms (nos) 

’ \nnual average for the TTiird Plan period 




Commence 

Production 



iris Estimate* 

ciation’s 
Estimate t 

1,320 

2.480 

3,856 

1.127 

1,402 

1,571 

3,025 

s.Yso”' 

0.94 

1.04 

1.04 

0.54 

0.53 

0.72 

1.60 

2.90 

1.21 

1.42 

1.42 

0 30 

0,74 

0.29 

2.10 

— 

13,896 

12,072 

24,072 

12,649 

10,717 

11,216 

28,500 

10,600 

1,560 

4,300 

5,100 

374 

67 

496 

9,950 

15,000 


t Annual average for 1963-66. 
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that the N J D C was supposed to 
come in. The N 1 D C's assistance 
progmmim-, if it had been put 
through according to wchcduie and 
if the assistance had been linked to 
the production progiarnme for tex¬ 
tile machinery, would have given a 


A Purposeless Move 

JN tlicir exliilaiatiori at having 
succeeded - we are constanl'.y 
reminch*(l “for the first time" — in 
getting a iio-c on (i deuce motion 

against the (iovernlrienl accepted for 
debate in the Lnk Sahha, it un¬ 
likely that the sponsors have paused 
to (onsider what they expert to 
achieve by this exercise. No one 
will, of coiiise, hold it against them 
tliat they can have no hopes of gel¬ 
ling the motion jiaased by the House 
or bringing cdiout the tlownfall of 
the Ministry they affirm to have lost 
faith in. The Congress majonty o 
too overwhelming for tins eventua¬ 
lity to he even consideied hut it is 
d perfectly legitimate purpose oi a 
no-eoiifidence motion to secure a 
debate on tlie (hnernment’s woik- 
ing, usually lenlred on some parti¬ 
cular policy or act (,uti the 70 odd 
opposition Members who expressesd 
themselves in .support of the motion 
On Tuisiday pielend that it will acli- 
ieve even this limited objective ■’ 
They cannot, and fni two veiy 
good and obvious re.asons. 

First, vvlnit has come to he called 
the non-Commiinist opposition in 
the Lok Sahha is in fact a (cnihle 
of dispaiate iiolitical elements wdio 
have little in common as fur as then 
views on political, economic and 
social matters go When the no-con- 
fideticp motion comes up foi drhate 
next week, one can he assured of n 
racaphony fiom the opposition hen- 
rhes The hrev ity of the motion 
deserves notice It reads : “Tlii' 
House pxpiesses its want of con¬ 
fidence in the present Council of 
Minister.s’’ — the spectaculai iinitj 
within the non-communist opposi¬ 
tion begins and ends with just that 
The odier reason why the motion 
is predestined to achieve nottmig at 
all is that those who have declarc-d 
tliemselvps in support of it have no 
alternatives for the policies vshich 
they assume to eriticise and in which 
they claini to have no faith. No eye- 
brows need I'c raised if during the 
debate the supporters of the mc'lion 
speak in the same hieath, for instance, 
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shot in the arm to ffae textile machi¬ 
nery industry. 

Protection thus appears as a rela¬ 
tively minor ' issue, particularly 
since liberal import of textile 
machinery has to be ruled out in 


Weekly Notes 

of the need to ^end more on defence 
and development and to reduce taxa¬ 
tion. There will also be tho!«; who 
will accuse the Government of soft¬ 
ness towaids China and peihaps 
Pakistan without making any at¬ 
tempt to suggest what they would 
have the Government do. But, then, 
coherence and consistency one has 
long ceased to expect from the op 
position, particularly from some of 
the groups which are supjnnlmg 
this particular move 

The sponsor.s of the motion could 
not have been blind to these eiiciiin- 
.staiicea Yet it was peihajis too 
much to expect them, frustrated by 
their uttei ineflectualness and 
smothered for a deeade and a half 
by overwhelming Congress tnajon- 
ties, to let pa.ss this chance of a 
lifetime of playing to the gallery. 


Egyptian Socialism 

jyASSER’S Arab Socialism has 
never been a mere slogan In 
agriculture, over a period of five 
years beginning immediately after 
the Revolution in 1952, the Egyp¬ 
tian (Joveinment carried through a 
programme of land redistribution by 
putting a ceiling on the land which 
could he held by any individual. It 
was to be expected that after the 
feudal landlortls the axe would fall 
on the vast foreign investments in 
commerce and industry. The Suet 
(iisis speeded up the blow and the 
confiscation and transfer to the 
Government of foreign investmerls 
appeared more iis retaliatory action 
against the freezing of Egyptian a*- 
vts in Britain, France and the U S 
than as a deliberate step towards 
socialism 

However, the decisive turn to- 
wiiids socialism came in July 1961 
on the occasion of the ninth .inni- 
versarv of the Revolution By a se¬ 
nes of Presidential decrees Presi¬ 
dent Nassei brought about 80 pei 
rent of all organised industry and 
commerce under Government owner¬ 
ship or control. All hanks and in¬ 
surance companies were nationalised 



any c^. Availabili^ of st^eient 
raw ointerials of the reqokjlitiii' qua¬ 
lity, production of ^ttor quality 
machmea, ^ speed up of aaeistance 
to the textile mills for moder¬ 
nisation appear to be far more im¬ 
portant. 


outright. Ninety-one other eonipii- 
nies were compelled to reconstitute 
themselves as “Arab joint stock 
companies” which meant that they 
had to surrender 50 per cent of 
their capital to the Government, All 
cotton exporters were also asked to 
form themselves into Arab joint 
stock companies with 50 per cent 
Gov'crnment participation It was 
also decreed that in some 159 com¬ 
panies which were named no one 
could own sharps of a market 
value of more than L E 10,000 
and the ownership of the excess 
shares was transferred to the Gov¬ 
ernment. Finally, only companies 
in which the Government held at 
least half the capital were declared 
eligible to execute contracts and 
public works for the Government, 
public authorities and companies in 
which the Government or piihln 
authorities held 25 per cent or mor- 
of the capital. 

Thus the majoi part of all com 
meicp and industry in Egypt was 
already under Government ownprshiji 
or control liefore last Monday'-' 
announcement nationalising anothei 
276 firms In many of these compa¬ 
nies the Government even now holds 
50 per cent of the capital as a re 
suit of the 1961 decrees. With the 
latest phase of nationalisation practi¬ 
cally all big and medium commerce 
and industry come under public 
ownership 

(.ritics of President Nasser (op- 
fidently exjiccted a complete collapse’ 
of the economy m 1961 as a result 
of the failure of the Govenmient to 
efficiently administer the compariie- 
taken over by it These critics hav 
by now been so strikingly proved 
wrong that they are not likely to 
repeal their ciiticism against last 
Monday’s nationalisation. The fii*’ 
public organisation set up to look 
after the Government’s commercial 
and industrial interests taken over 
from foreigners was the Economic 
Development Organisation in 1957 
The EDO was only a holding coni 
pany. It held the Government ■ 





9hai«8 in « Very wide range 

enterpriaee. Such control as tbe 
Govemoient exercj^ om the com- 
])antes in which it had an interest 
was exercised hy the Government' 
appointed directors. Subsequently, 
two other holding enterprises were 
created in the public sector, the Misr 
Organisation and the £1-Nasr Orga¬ 
nisation. The preference for holding 
companies with a variety of enter¬ 
prises under them was based on the 
desire to preserve the independence 
and the competitive character of 
these enterprises. However, as new 
enterprises were started in the pub¬ 
lic sector under the five-year plan, 
other organisations were set up with 
definite functions like the Petroicuni 
Authority, tJie, Public OrganiSHtion 
for Internal Transport and the Pub¬ 
lic Organisation for Desert llecla- 
matioii, 

The nationalisation laws of 1961, 
however, called for fresh thinking 
on the question of managing the 
large number of enterprises which 
either completely or paitially (,ame 
under Government ownership or 
control. Faced with a choice bet¬ 
ween creating more holding com¬ 
panies or reorganising the public 
■sector by forming a nuniber of .'■pe- 
cialised organisations each one 
supervising a definite sector of eco¬ 
nomic activity, the Govermiieiit 
decided in favour of specialised 
organisations. It was thought that 
this would make for greater efficien¬ 
cy and closer supervision of and 
belter coordination among the dif¬ 
ferent enterprises in each sectoi. In 
December 1961, 38 specialised orga¬ 
nisations were set up, each one in 
charge of companies carrying on a 
particulai type of economic activity. 


feel iflduitrial production and in 
1962-68, according to official sour¬ 
ces, the production of public sector 
undertakings in Egypt roae hy as 
much as 19 per cent. 

Wni thB Shipping Ministmr 
A€t? 

XHE decision of the ICarmahoin 
Conference to raise west-bound 
freight rates by 12.5 per cent turn¬ 
ing down the Maritime Freight 
Commission’s recommendation of 
only 7.5 per cent increase (except 
for .sensitive commodities) has crea¬ 
ted a most difficult and awkward 
situation There is room for doubt 
about the justification for even the 
7 5 (ler cent increase accepted by 
the Government; the careless man¬ 
ner in which the Freight Commis¬ 
sion processed the cane pre.sentcd bv 
the Confpiencc left many qiie.^ticns 
unresolved. The situation has to he 
met. but how ? The Conference 
seems to be quite adamant. 

Fiom the reply given hv Sliri Raj 
Rahadur to a question in Parlia¬ 
ment. It may appear that the Gov¬ 
ernment is serioiKsly eonsideting the 
withdrawal of the Indian shipning 
companies from the Karmahorn Con- 
ferenre. rather than acceptina an 
inctease in freight which would be 
unjustified and highly detrimental 
to ou>- export*. But how mueh of 
it is sheer umbrage and how much 
serious intent to art. frankly out; 
cannot sav. If the Govc-nmen* i“ 
determined not to accept the freiierbt 
increase, there are ways in which 
the situation ran be met But how 
far will the Government be prepar¬ 
ed to go ? Even to make the Indian 
shipping comnanies leave the Con- 


If exports are not to suffer, alter¬ 
native means of tranqwitation will 
have to be arranged and arranged 
sjjeedily. Would freer chartertiw of 
ships meet the situation ? They 
could very easily, so far as physical 
transportation is concerned. Charter¬ 
ing of ships is nowadays allowed 
quite freely and there are not many 
restrictions to be removed. The only 
restriction is that before chartering 
of foreign tramps, Indian tramp- 
owners have to be given their first 
right of refusal, which is fair 
enough. But it is the foreign ex¬ 
change implications of switch over 
from Conference lines to chartering 
of foreign tramps which raise pro¬ 
blems. In the case of freight earn¬ 
ed by Conference lines, the foreign 
exchange cost is no more than 60 
per cent and it will progressively go 
down ovei the years. In the cam* 
of tramps chartered from foreign 
owners, some 90 j)er cent of the 
cairying cost may have to be in¬ 
curred in foreign exchange. There¬ 
fore, in order to break away from 
the Conference, the Government and 
the country have to acquire more 
shipping. 

An alternative, perhaps the easier 
One, could be not to break away from 
the Conference but to start a couple 
of independent shipping lines to 
carry freight on the same routes as 
served by Karmahorn at rates of 
freight lower than that charged by 
the Conference. Even these rates 
would be fully economical and the 
pleasure of competition just started 
will in due course initiate a minor 
rate-war and bring the Conference 
to its senses. 

But whether India will withdraw 
from the Conference or not, it is 


This is similar to the pattern of 
organisation of public sector enter- 
jirise in India. The efficient woiking 
of such a system depends on sati.s- 
factory solution of the problem-, of 
defining in detail the relationship, 
on the one hand, between the pub¬ 
lic organisations and the individual 
enterprises under their control and, 
on the other, between these organi¬ 
sations and the departmertts or 
Ministries of the Government iiniler 
whose charge they are. It is difl’i- 
ciilt to judge with what success 
Egypt has solved those problems, 
which continue to vex the plannei-s 
and the Government in this country, 
hut it is significant that the drastic 
nationalisation of 1961 did not af- 


ference would not be easy for they 
will not agree on their own accord 
to do so and cannot, in clear con- 
.science. Having been parties them¬ 
selves In the increa.se and having 
accepted it. how can they break 
with the Coiiferewe on the verv 
same issue on which ihev had 
agreed earlier The views of Shri 
Ramaswamy Mudaliar. regarded bv 
the Government as the doven of 
Indian ship-owners, are well known. 
And even the Government-owned 
Shipping Corporation of India may 
have its reservations. Assuming these 
are overcome and the Indian ship¬ 
ping lines do break away, what 
happens ? 


high time that the Government 
stops, by legislation if need be. the 
vicious system of deferred rebates, 
which enables the Conference lines 
to maintain an iron grip on the 
shippers and prevent them from 
using non-Conference tonnage. Ship¬ 
pers who do not remain loval to 
the Con'‘erence lose their accumu¬ 
lated rebates. The system of defer¬ 
red rebates has always been the 
target of criticism in this country, 
but since the Indian companies join¬ 
ed the Conference, this criticism has 
abated, presumably because of the 
vested interest acquired by these 
companies in this particular system. 
Even the Government of India fter- 
suaded itself that there was nothing 
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P wrong in this nystem and that> on 

ft tlw contrary, it IwJp^d to create a 

eubte freigiit rate system and a 
regular pattern of sailings, both 
of which were in the interests of 
the country. It can now he seen 
how the system gives the Conference 
a strangJp-hoJd ovi'r the economy. 
If the iiresent storm .should blow 
owi, the Government of India 
should lose no time in bringing in 
legislation to eliminate the deferred 
rebate system so that the country 
may be hetlei prepared to meet any 
future difficulties that may arise. 

EmergMcy Speads Up Haldia 

‘’pHE EMEKGENCY’ usually means 
a damper if not a dead-slop 
to ail activities except in the 
sphere of defence. It is, therefore, 
rather unusual to come across a 
case where ‘ the Emergency in¬ 
stead of calling a half, has actually 
speeded up a project. This has 
happened in the lase of Haldia, the 
proposed deep-sea port for Calcutta. 
Aflei the emergency, the Govern¬ 
ment of India, it is leported, has 
revised the piiority for completing 
Haldia. and this port is now expect¬ 
ed to be funclioning by 1967 much 
earlier than previously planned. 
Unhel levahlc, but true, that in this 
one case, the West Bengal Govern¬ 
ment has acted with energy and 
commendable speed, and proceed¬ 
ings foi acquiring land for building 
the poif and 'Is township have al- 
leady heen completed. The Board 
of Revenue of the West Bengal 
Gowniinenl, which has acquired the 
land, has gone farthei and drawn 
up a scheme for rehaJiilitating in a 
iieaiby area the families which will 
be displaced by the Haldia town¬ 
ship. The question is now Iieiiig 
debated, who will bear the modest 
eost of rehabilitation ? Since thess’ 
people arc being displaced as a re- 
•stilt of port development, it stands 
to leasoii that the Ministry in 
charge of ports should bear the cost 
of rehabilitation but the way.s of 
Government aceounting are inscru¬ 
table or else, why should so obvious 
a proposituni call for a deputation 
to be sent to Delhi to wait on the 
Minister concerned ? 

The Calcutta Metropolitan Plan- 




which was pubitsbed recently, very 
little has bMn mentioned about the 
possibility or even the feasibility of 
providing in the plan for the town¬ 
ship in advance for a free-trade 
zone, for which Haldia is most emi¬ 
nently suited. How is it that Cal¬ 
cutta or the Government of West 


deveh^miMHit » no at 

this stage. This u not .to. 
however, from Bonjbay’s claim to a 
fiee-tra^ zone especially for the 
chemical industries, provided, opera¬ 
tionally and administratively, the 
location of such a zone in one of 
the harbotir islands Droves feasible. 


Bengal are so indifferent to the 
attractive possibilities of Haldia as 
a free-tiade zone ? 

It may be recalled that before 
the Government of India announced 
its decision to set up a free-trade 
zone in Kandia port, the Board of 
Trade of the then Department of 
International Trade. Ministry of 
Commeice and Industry, had a]v 
pointed a committee to go into the 
qiie.stion of free-trade zones. Thi'- 


None of the public bodies in Cal¬ 
cutta seems to have taken up tlw 
question of the development of Hal¬ 
dia as a free-trade zone at all seri¬ 
ously. It is only the Indian Enginee¬ 
ring Association which has been 
ploughing a lonely furrow pushing 
Its proposal for a free export zone 
for Haldia. 

Letter to Editor 


committee reported favoiirablv on 
the proposal hut deliberately re- 
frainod from selecting any particular 
port or ports as suitable for esle- 
blishing free-trade zones. Instead, it 
laid down the criteria for '-elecling 
sites and suitable industries for free- 
trade zones and recommended that 
a start sliould he made with two 
different types of ports as an ex¬ 
perimental measure and the exten¬ 
sion of the idea to other ports 
should he left to be decided on the 
ba«i,s of the experience gained from 
their operation. The report of the 
committee was accepted hv the 
(Government, hut action on it was 
po.stporied. pending tile lifting of 
the emergency. Soon affer this, the 
(Government announced it* derision 
in regal d to Kandia which was ob¬ 
viously a prior decision taken on 
riolitical grounds The report of the 
free-trade zone rommittee was not 
published and the (Calcutta Metro¬ 
politan Planning Organisation was 
not c'ven supplied with a copy 

Fiven without a detailed enquirv. 
one can hazard tli»* guess that Hal¬ 
dia. with its well-developed indus¬ 
trial hinterland, inlemal communi¬ 
cation facilities and excellent ship¬ 
ping eonnections, offers a belter 
scone for the successful operation of 
a free-trade zone than any other 
port in India, not excluding Bom¬ 
bay. Bombay may offer eompa Ta¬ 
ble advantages in most other res¬ 
pects, except in the mialtPr the 
wide open space needed for esta- 


Diplomatic Care 

JN the, issue of August 10, 196.5, 
Rnmeah Thapat refers to the 
‘fantastic prices’ at which the S T (' 
was able to sell ‘diplomatic tars'. 
There is little doubt that the prices 
quoted ore fantastic. But, I am 
afraid, he poses the question vviong- 
ly when he a-sks : Who are the 
gentlemen who could afford to pay 
these fantastic prices fni second¬ 
hand cars which wcic not even 
road-tested by them ? 

What makes Rotnesh Thapar think 
that these second-hand diplomatii 
cars were bought by “gentlemen” 'f 
Not that there are not gentlemen m 
India who can afford to buy a se¬ 
cond-hand Pontiac Katalina foi Hs 
80,(M)0. But why should they 'i 

Depreciation is a chargeable e\- 
pense. Therefore, any item eligihh 
for depreciation for purposes of in¬ 
come tax is paid for partially by 
(Government (Gats are not eligible 
for development rebate but they do 
qualify for depreciation allowamc 

A car purchased by a company c 
paid for to the extent of roughly .9) 
per rent by Government. In effect, 
therefore, the Pontiac Katalina i'- 
bought by the company for just Rs 
40,000 which is not so fanta.stic. 

Probably, the gentlemen who arc 
prepared to pay fantastic prices as 
company representatives would not 
be prepared to pay even half as 


ning Organisation (CMPO) has 
been entrusted with the task of 
planning the Haldia township but 
curiously enough, in its first report 


blishine a free-trade zone Haldia 
has still to be built, its township 
remains to be planned and finding 
adequate space for any kind of 


high prices qua gentlemen, 

I S GuUTi 

Baroda, 

August 14. 
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Cheques and Balances 


progress, if thiU be the word, 
of the new Calcutta Municipal 
Amendment Bill is jn some ways 
symbolic of the predicament of 
West Bengal. But let us go back 
<i bit, In 194B Prafulla • Chandra 
(rhosh, then Chief Minister, super¬ 
seded the civic body, to the relief 
of most citizens, and appointed the 
Biswas Committee, whose report re¬ 
mains a classic on the Corporation 
rnasmuch as most of the evils it re¬ 
counted are today as rampant. 
Through manoeuvres that need no 
detailed recalling, the councillors 
fame back; but even the tolerant 
B C Roy had later to invoke super¬ 
session. Meanwhile three I C .S men 
acted as Commissioners, none en¬ 
hancing his reputation and one com¬ 
mitting suicide for personal reasons. 
Kven when under suspension, vari¬ 
ous councillors did everything in 
their power to make things diHicult 
for the Commissioners, mainly 
through corrupt Corporation offi¬ 
cials; re-elected, the councillors’ 
doings became a scandal again. 

A year ago B C Roy died; and 
Ills successor, Prafulla Chandra Sen, 
bravely announced that he was go¬ 
ing to do something about the Cal¬ 
cutta Corporation. The Congress’s 
unexpected success in Calcutta and 
the suburbs in the last General Elec¬ 
tion made it plausible that he might, 
for while a Communist stronghold 
could be written off and funds belter 
invested in the rural areas a cUy 
loyal to the Congres.s had to be nur¬ 
sed. The first thing to do was, of 
course, to introduce adult franchise; 
the second to curb the obstructive 
powers of councillors. The latest 
legislation, now referred to a select 
committee, seeks to ensure both hv 
enhancing the financial and other 
powers of the Government-appointed 
Commissioner and reducing the 
notorious Standing Committees to 
the status of debating societies. 

Behind the Scene 
Nothing, it might appear, could 
fie simpler for the Chief Minister 
to do, for the Congress majority in 
the legislature is decisive. In fact, 
it Is possible that Sen has never 
found anything harder. And the 
curious thing is that all the opposi- 
'lori to the municipal bill comes in 
the name of democracy of which 


there has never been much ir the 
Corporation, for its electoral rolls 
have always been rigged. Now it is 
being said that to increase the 
powers of the Commissioner, who is 
an official, is to reduce democratic 
control; to take away the powers of 
the Standing Committees is to be'tray 
a lack of faith in popularly elected 
councillors. 

Well, well, all Prafulla Sen has 
to do is point out that he himself in 
popularly elected, as is the legisla¬ 
ture; and they have at least as 
much right to speak for the peupic 
a.s the councillors. In fact, with 
the setting up of fully responsible 
Governments, civic democracy, Bri¬ 
tain’s first instalment of self-govern¬ 
ment to India, has become an irrele¬ 
vant anachronism. Even as some ap¬ 
pendices develop into appendicitis, 
collective bodies without active func¬ 
tions become rackets. The Calculi i 
Corporation, let it be put quite 
bluntly, is a racket, a very proh- 
table racket and hence difficult to 
break. Those who profit from it are 
powerful men, able almost to chal¬ 
lenge the authoiity of the (ihiel 
Minister. The municipal hill’s re¬ 
ference to a select committee is not 
for the purpose of improving the 
draft. Both contenders need time. 
Incidentally, the Corporation of 
Calcutta annually handles a budget 
of very nearly Rs 10 crores. The 
Finance Standing Committee consists 
only of Congressmen; and, until the 
new bill goes through, the Commis¬ 
sioner’s financial powers are ridicu 
lously limited. 

On to Football 

Let us leave the Corporation and 
go to the Maidan. There ig not 
much fresh air there; there is money. 
Soccer is Calcutta’s favourite sport; 
and the big charity matches, as bet¬ 
ween Mohun Bagan and East Ben¬ 
gal, draw enormous crowds. Tickets 
are almost unobtainable, unless you 
know somebody or are prepared to 
pay fantastic prices. A private com¬ 
pany used to sell the tickets. The 
Government decided to stoo the 
racket. For some undisclosed rea¬ 
son, however, tickets . for charity 
matches, the real money-makers, are 
still the business of the Indian Foot¬ 
ball Association. Tile I F A Pre¬ 
sident is Atulya Ghosh, the sole 


arbiter of Congress affairs m West 
Bengal. 

And the same Ghosh is President 
of the Congress Municipal Associa¬ 
tion, whose opposition to the 
municipal hill is strong and shrill. 
Me has not yet openly spoken 
against the bill; he has only seen 
to It, with his usual thoroughness, 
that the Association does. For all 
the show of unity in the West Ben¬ 
gal Congress, for which Nehru has 
cheered Ghosh more than once, in 
the Congress Legislative Party thote 
are members who do not hate .Sen 
but love Ghosh more. Next yeai, it 
is said in the Maidan, Ghosh will 
have to choose, between the pres¬ 
identship of the 1 F A and the chair¬ 
manship of the West Bengal Sports 
Council. 

The Choice 

At this point comes P C Sen’s 
offer to join the rush for resigna¬ 
tions that is now going on m New 
Delhi. Does he mean it or doesn’t 
he ? Ghosh s reaction remains un¬ 
reported. But It would be siirptising 
if hiR ambitious heart did not mis.s 
a beat in anticipation of early chan¬ 
ges in the State’s political environ¬ 
ment, changes that could favour only 
him. Those who keep the companv 
of politicians — this writer never 
does - say that Sen has regained 
some of his innate spirit of retire¬ 
ment, his early love for “construc¬ 
tive” work in the villages It is also 
said that he is more than somewhat 
disgusted with the political machina¬ 
tions that constantly go on around 
him. As an administrator Sen has 
been only a moderate success. Can 
it be that his heart longs now and 
again for the image he once had, 
at least in Hooghly, of a 8elf-|e.s8, 
self-effacing Congre.ss worker ? 

Can it, equally, he that Ghosh, 
with his control of the party mach¬ 
ine undisputed, longs now and 
again for the car and the livened 
chaprassi that come with Chief 
Ministership ? It is not enough to 
be told by fellow-Congressraen what 
a great man he is. One occasionally 
enjoys a similar opinion from ICS 
and IAS men. Presidentship of the 
Congress might promote Ghosh into 
an all-India leader; hut the job is 
not the prize it once was, is it ? But 
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if Sen does go, well, it would 1>^ 
Gbosh's patriotic duty to stop in, 
wouldn’t it ? Only then could the 
'Congress Municipal Association, the 


Indian Football Association and the 
West Bengal Sports Council r house 
other, perhaps better, men. The 
council lors’ talk of checks ai>(i 


balances in the denucracy of tjal* 
cutta Corporation is sheer iwippy- 
cock. 

— Flibbertigibbet 


Letter from Punjab 

The Continuing Fight 


YHE a 1 C C having at last set 
up on August 10 a standing 
enquiry committee to look into 
charges of corruption against Con¬ 
gressmen in power — does it now 
complete the structure — the 
Punjab dissidents wasted no time 
in selling up their own suh-commit- 
tee to prepare a formal charge 
sheet against the Chief Minister by 
August 20. They may thus be the 
first in the queue of justice-seekers. 
The sub-committee includes men 
like the former Speaker, Sardar 
Giirdial Singh Dhillon, and Kmvvar 
l.al Sharma M L C who have been 
in the forefront of the anti-Kairon 
crusade. The decision to set up 
this five-man suh-committee was 
the most important outcome of the 
August n meeting of the dissidents 
held at Karnal. the town which 
within two years has provided two 
major political contioversies ove. 
the activities of the Chief Minister. 

So the dissidents chose this town 
deliberately for their meeting. For 
it was here a few weeks ago that 
Ram Piara M L A, a prominent 
dissident himself, was attacked by 
two hired toughs with lathis and 
narrowly escaped death. He is 
still in bandages and has an arm 
in pla.ster. The controversy over 
the episode shows no signs of dying 
down. While opponents of the 
Chief Minister insist that the as¬ 
sault was politically motivated, his 
lupportera blame a professional 
gambler of the town for having 
abetted the crime. On the face of 
it the theory proffered seems plau¬ 
sible. For Shri Ram Piara had 
written a couple of scathing articles 
in his journal against ‘darra-satta’, 
the particular form of gambling 
practised by Kukki, the alleged 
abettor, and had earned the latter’s 
wrath. But this explanation ha.s 
failed to convince most people. 
Ram Piara in particular, who has 
therefore boycotted the police en¬ 
quiry. He insists on a Central 
probe into the affair, which demand 
kas been rejected on the plea that 
law and order being a State sub¬ 


ject, the Centre can act only in 
case of a constitutional breakdown 
or on the request of the State 
Government. 

Enquiry by Centre Justified 
Now, this legal hitch apart, in 
view of the grave nature of the 
incident in the context of the Chief 
Minister’s known hostility towards 
Ram Piara, the State Government 
could well make such a request to 
the Centre. Prestige sliould not 
■Stand in the way, for, if anything, 
such a Step will only enhance it, 
besides clearing the atmosphere 
which at present is full of suspi¬ 
cion. There are quite a few theo¬ 
ries circulating in the State, one of 
them being that the assault plan 
was engineered by two Karnal men. 
who happen to be the recipients of 
government patronage, hoping that, 
in case of ‘succe-ss’, their credit 
with the C M would he enhanced. 
They are said be going scot free 
either because of lack of sufficient 
evidence or because certain myste¬ 
rious forces are eager to protect 
them. Besides Rani Piara has 
openly alleged that the original 
statement of Kukki, the gambler, 
was not recorded by the police 
Repeated assertions hy the .State 
Home Minister and Ihe Deputy 
(Commissioner Kama) to the effect 
that the crime was not politically 
motivated have been criticised on 
the ground that they tend to influ¬ 
ence the course of the enquiry. 

An extreme suggestion — and 
not a very innocent one, — has 
lieen made by Bhiin Sain Sachhar, 
a former Chief Minister of Punjab 
(whom Kairon had ‘dethroned’) 
and till recently Governor of An¬ 
dhra, that Presidential Rule should 
be proclaimed in Punjab till the 
enquiry into the Ram Piara episode 
was over. Sachhar’s open letter to 
Kairon acting the latter to resign 
and let a fair enquiry take place 
has caused considerable discomfi¬ 
ture to the ruling group. But de¬ 
manding Presidential Rule over an 
individual case of lawlessness would 
be going a little loo far, though 


there would be justification enough 
if such a case could be shown to 
be one of a series. Still in view 
of the fact that irrespective of 
whether the attack was politically 
motivated or not, it ha.s had very 
pronounced political repercussions, 
an enquiry by a Central agency 
would appear to be in order. 

But since the Centre has shown 
marked indifference to the issue 
and has also refused to look into 
Ram Piara’s earlier charges against 
the Chief Minister, which he had 
promised to substantiate or resign 
his seat in the Assembly, he has 
now decided to make open allega¬ 
tions against the Chief Minister at 
public meetings which he plans to 
hold all over the Stale. He hopes 
in this way to force the C M to sue 
him for defamation. 

The dissidents are plainly in an 
aggressive mood. And the two 
developments that have encouraged 
them are the creation of the stand¬ 
ing enquiry committee of the A I C C 
and the public outcry over the Ram 
Piara case. Their organisational 
defeat, which they not unexpectedly 
ascribe to official interference, has 
failed to demoralise them. Their 
deci.sion to prepare a formal charge 
sheet IS significant as so far they 
had only insisted on an enquiry in¬ 
to the charges levied hy Ram Piara 
before his expulsion from the Con¬ 
gress was confirmed. 

This certainly is a serious deve¬ 
lopment, That the dissidents’ ranks 
may be further strengthened is 
likely as Sardar Darbara Sipsli, 
the dissident minister and the 
C M’s main rival at present is likely 
to quit the government in pursu¬ 
ance of the Kamraj plan. Although 
the Chief Minister has also ‘offered’ 
to resign, it is almost taken for 
granted that he will be persuaded 
to stick to his present post. For 
this border State cannot afford a 
change of Chief Minister at present. 
But that is not the way the dissi- 
■uopnnira aqi sjuap 
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Ldter jram. :Semth> 


Kerala Mioistry Out to Scuttle Agrarian Reform 


XHE shady manoeuvres of the 
Kerala Government to scuttle 
the land reforms which the Nam- 
iKtodiripad Ministry had initiied 
and which the Pattern Ministry had 
more or less kejit intact catinot be 
allowed to pass unnoticed. It had 
been widely reported at the time 
of its enactment that this particular 
piece of agrarian legislation had 
not only been blessed by the Plan¬ 
ning Commission but considered by 
It as about the best enacted by any 
Slate — apart from Kashmir — in 
the sense of being weighted m fa¬ 
vour of the peasantry. 

A.fter the Namboodiripad Ministiy 
was forced out of office, it could 
have been quite easy to sabotage 
the legislation at the operational 
level — that is, after all, the fate 
of so many well-intentioned poli¬ 
cies. Two factors, however, pre- 
(luded this rather easy way out. 
One was the strength and organi¬ 
sation of the peasantry; the other 
was the excellence of the Rill itself 
which left very few loopholes and 
proved quite difficult (o undeimiiu' 
in implementation Since it could 
not be undermined it must be dest¬ 
royed This is what the Congress 
Ministry has now set out to do. 

The trouble began after the Bill 
had received the President’s assent. 
The Kerala High Court and the 
Supreme Court adjudged that cer¬ 
tain of its clau.ses were ultra virex 
of the Constitution. It was expect¬ 
ed that the present Mini-li\ wouhl 
either make the suilafile drafting 
changes or avail itself of the Cen¬ 
tre’s offer to include the Bill in the 
Ninth Schedule of the Constitution, 
thus making it unchallengeable in 
the courts 

While the Ministry was fumbling, 
other force.s decided to take a hand 
in the game. The right wing press 
and land-owners spearheaded by 
the redoubtable Mannam. began a 
furious campaign. This octogena¬ 
rian leader and his lieutenants de¬ 
clared openly that an^ Government 
intending to implement the land 
reforms in their present foim would 
meet the samp fate as the 'Nams 
boodiripad Ministry! 

Sensilig the possibility of at last 
gaining a foothold for the Swatan- 


tra Party in the State, Rajaji hast¬ 
ened to Kerala at this juncture. He 
held long conversations with Man- 
nani and widi the Catholic land¬ 
lords and Bishops. He advised 
thorn that for the moment there 
was no need for them to openly 
transfer their allegiance as he “felt 
that the Kerala Ministry was amen¬ 
able to pressure, especially in view 
of the trouble it was having with 
its own organisational wing which, 
according to the Swatantra sage, 
was a Krishna Menon fortress. 

The other piece of advice he pre¬ 
ferred was that the focus of attack 
should be “the new tyranny im¬ 
posed on the small property ow¬ 
ners’’. This tactic he openly pro¬ 
claimed at the Smallholders Con-‘ 
vention held at Palghat towards the 
end of June. Emboldened by hie 
parabolising oratory, the Commit¬ 
tee of the Small Landowners’ Asso¬ 
ciation declared that it would cre¬ 
ate “confu.sion” throughout the 
State and, if necessary, stage token 
satyagraha in all the district head¬ 
quarters, 

Landed Interestit Muster Forres 

It Stated that the Kerala Agrarian 
Rill and the proposed 17th Amend¬ 
ment Bill to the Constitution were 
veritable engines of oppression — 
Malayalam agitation is always 
virtorian in its flamboyance. The 
latter would bring all ryotwan 
lands within the purview of “est¬ 
ates” as defined in Article 31A of 
the Constitution and thus, in its 
opinion, set at naught all the pro¬ 
tection guaranteed in the Constitu¬ 
tion in respect of such lands. 

In Kerala the Revenue Minister 
and Catholic strongman. PTChackir, 
also asserted himself He gathered 
Congress workers loyal to him at 
a conclave in Kottayam Talking 
freely he soundly berated the Cen¬ 
tral Government for wanting to 
“amend the sacred Constitution 
just to validate a piece of Com¬ 
munist legislation”. If the Com¬ 
munist Ministry was overthrown, 
why all this fuss to save its laws? 
He is reported to have added that 
ae far as he was concerned, .the 
matter was “a prestige issue” and 
that he would not heatate- to resign 


if the Union Government went 
ahead with its amendment and 
would not allow the Stale Govern-* 
ment complete freedom to draft a 
new Bill. 

Obviously, tlie Nair communa- 
Uate and Catholic landed interests 
were coming together once again to 
secure their obje<;tive—^the ne,gation 
of every single measure of social 
and economic advance that Kerala 
had registered in the stoiiny period 
of 1957-59. 

It is sad to have to write that the 

Congress High Command, which 
had blessed the “liberation war’’ in 
1959, once again yielded to right 
wing pressure and agreed to the 
demand for an entirely new piece 
of agrarian legislation. Here we 
have another failure of the so-called 
politics of amorphousness. The 
Kerala Agrarian Bill as it stands 
today is no ultra radical piece of 
legislation hut a sober law fully 
consistent with the mixed socialism 
of the Planning Commission and 
the Congress High Command. Yet 
amorphousness cannot absorb it. 

The new Bill, it is learnt, will 
radically differ from the present 
one in such vital respects as: 

(1) the ceiling limit; 

(2) fair rent; 

(.3) compensation; and, 

(4) right of the landowners to 
evict tenants. 

Whatever pro-peasant slant on 
these matters is to be found in the 
present Bill is now to be ruthlessly 
removed, the declared principles 
of the Planning Commission on 
agrarian reforms are to be openly 
flouted. 

It is not only the very powerful 
Communist Kerala Karshaka San- 
gham that is on the move. Tlli^ i.'s 
to be expected and its appeal and 
organisation is both strong and 
widely ramified. An even more 
significant portent, however, is the 
decision of the Kisan Labour Parly 
of Father Vadakkan to join the 
agitation. Father Vadakkan. it will 
be recalled, was the. founder of the 
Anti-Communist Front in Kerala 
and one of the more militant lea¬ 
ders of the! “Liberation War” in 
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19^ ^in»t (he Namboodiriliad 
Minitury. 

Moreover, a large numier of 
Congrejwmen, and ettpecially Con¬ 
gress M h As, have voiced their 
concern. They are reported to be 
trying to gel the Kerala Pradesh 
Congress Committee — tlie organi¬ 
sational wing already ranged 
against the Ministry — to scotch 
the move for de novo legislation. 
Why then a new Bill, he was asked. 


Powerful independent dailies liko 
Kerala Kaamuai and Potkujanam 
have also editorially expressed their 
protest. 

Chacko and company have had 
to bend somewhat. He has now 
come out with a statement that the 
new Bill would contain all the 
essential features of the old one and 
only remove certain technical lacu¬ 
nae in the drafting of the old Bill. 
In reply, be made a further con¬ 


cession all the f^itkat luadofs 
of Kerala would be called to a con¬ 
ference to give thoir views and only 
then would the Government begin 
Its drafting. 

All these ' manoeuvres are not 
likely, however, to avert the storm. 
Unless the Ministry lets go the 
Swatantia line, Kerala will witness 
a new round of vast mass action. 


Capital View 

This Ritual of Renunciation 


J HAVE yet to meet a thinking 
Indian who has been genuinely 
excited by the recent proceedings 
of the All-India Congress Commit¬ 
tee which culminated in unanimous 
support for the resolution sponsored 
by K Kamaraj calling on Congress 
leaders to be prepared to abandon 
the comforts and privileges of 
legislative or ministerial position 
for the thankless tasks of party 
organisation Even the ‘mass’ re¬ 
signation offers from the Chief 
Ministers of non-border Stales failed 
to impress. Only the ‘private secre¬ 
taries’ and ‘personal assistants’ 
were somewhat perturbed about 
their future prospects — though 
one Would have thought they were 
less gullible. 

The public apathy over tliese 
rather sudden developments is under¬ 
standable. The impression is wides¬ 
pread that nobody in the legislative 
or ministerial wings of the Congress 
Party is prepared to quit his van 
tage position without a fight, Un 
seemly factional wrangles rontiiiue 
in most of the States, reaching their 
ugliest proportions in Kerala 
Madhya Pradesh and Uttar Pradesh 
S K Patil, and several of his collea¬ 
gues, behave as if they had inherited 
their present positions ‘for life’ 
And the Prime Minister, onlv the 
other day, was asking an audience 
in the Punjab why he should re.sign 
merely to oblige some illiterate cri¬ 
tics. What is the meaning, then of 
thesie offers to resign by the men 
who control the legislative and 
ministerial wing of the party ? 

Are we to believe the mush which 
certain newspapers are popularising, 
that the members of the A I C C 


RtHnesh lliapar 

were deeply moved by the simple, 
direet and honest approach of Kama¬ 
raj who explained that there was no 
hope for the party unless the most 
experienced and respected members 
transferred themselves from legisla¬ 
tive and ministerial functions to 
work for the organisation ? This 
would be an extraordinary event, for 
nowhere in the world (not even in 
the communist countries where the 
party organisation is strong) have 
the leaders of the legislativi’ or 
ministerial wings of a ruling group 
willingly retreated to organisational 
tasks. Even Gandhi failed to strike 
a responsive chord in a party still 
uncorrupted by the exercise of 
power when he suggested a return 
to the people and the abandonment 
of State power 

A I C C Dortoring Not Enniiph 

Are we to believe that the liealtli- 
ler sections of the ruling parly have 
somehow managed to make their in¬ 
fluence felt and that a civilised and 
humane wav u. being found to place 
them in the saddle ’ Which are these 
.''crlions ? What do they stand foi ? 
What evidence do we posses.-^ of their 
influenee and activity? Quite clear¬ 
ly, no such trends are visible Indeed, 
the opposite i.s true. The paialysis 
which afflicts the Congress Party is 
not easily overcome, for U ha.s been 
too long negleeted. Health can re¬ 
turn, but not through A I C C 
doctoring. 

Are we to believe that new 
combinations of political factions 
within the party are joining battle 
behind a smokescreen of self-enli- 
cism, hoping over a period ol 
months to manipulate the resigna¬ 


tions in such a way as to consolidate 
the power of the dominant all-India 
faction ? Some such motivation may 
be present m the political calcula- 
tion.s of the aged ruling elite, but 
there is nothing to suggest that the 
factions are so organised as to be 
able to play this rather subtle game 
of political rhesB. At State level, 
however, these calculations may 
have more relevance. 

From what 1 can gather, this ri¬ 
tual of renunciation which we have 
just witnessed in the Capital is de¬ 
signed to create the basis for a 
‘purge’ of the legislative and minis- 
terial leadership of the party of 
those elements which are the main 
cause of the paralysis. K Kamaiaj 
believes, and he may well be right, 
that the ‘purge’ can only be carried 
out if the popular impression is 
created that those who vacate their 
ministerial positions are doing so 
for the greater good of the Con¬ 
gress Party and the rountry; after 
all renunciation of any kind is toda) 
about the only act which continues 
to pay political dividends. The 
‘purge’ of the incurable fartionalists 
and policy-wreefcers in the legisla¬ 
tive and ministerial leadership will 
also be accompanied by the trans¬ 
fer of certain very prominent lead¬ 
ers to positions in the party orga¬ 
nisation to strengthen the idea that 
Congressmen are taking part in an 
historic act of renunciation. How¬ 
ever, nobody in the High Command 
believes that the party organisation 
is going to be galvanised by these 
developments ! 

It is true that on paper Jawabarlal 
Nehru now has the power to direct 
the country in whichever way he 



de&im ivy trusted 

tcnaAts io key legislative and iiuia£< 
^terial posilians. But it is equally 
clear that the Prime Minister hm 
no intention of interpreting his 
present role in this manner. Of late, 
he has become responsive .to contra¬ 
ry advice and to uis extent he fgiis 
to provide decisive leadership. To 
expect this state of affairs to change 
as a result of the A 1 C C meeting 
would be politically puerile, for it 
would involve a drastic and far- 
reaching overhaul of the leadership. 

These comments on the ritual of 
renunciation are not intended to 
ridicule the Kamaraj Plan. Itwieed, 
the manner of its unfolding is in 
many ways remarkable and once 
again offers proof of the tremendous 
caparity which the Congress Party 
still has for political manoeuvre. 
Large sections of the public, angry 
over the partial failure of economic 
policies and perturbed by the lack 
of cohesion at the higher levels of 
power, will react favourably to the 
Kamaraj Plan — that is, if it is 
skilfully implemented and ends the 
paralysis caused by factional in¬ 
fighting which threatens the very 
existence of the Congress Party in 
several States. Half-hearted imple¬ 
mentation, or a retreat fiom the real 
objectives of the Kamaraj Plan, 
lould also be terribly destructive of 
(Congress prestige. 

Barren of Ideology 

Clearly, Kamaraj is convinced 
that the ‘purge’ will indirectly give 
new life to the party organisation 
—and by doing so, make its role 
more effective in the formulation 
and execution of policies. And if 
there arc enough prominent leaders 
at Central and State levels, unaffert- 
ed by factional battles, to head the 
party organisation, Kamaraj may 
yet become the saviour of a dis¬ 
integrating party. But we have yet 
to hear powerful voices raised to 
urge an ideological spring-cleaning, 
for without this no leadership can 
hope to remain relevant or viable 
Significantly, the A I C C session 
was completely barren of ideology 

The Prime Minister is conscious 
of this grave threat to the future of 
the Congress Party. Every now and 
then, in a public or private discus¬ 
sion, he harps on this particular lag 
in the nation’s political develop¬ 
ment. But there is no sustained 
effort to achieve any ideological 


Dtttr^y;' A 4iet «i oM clkfaei'^eRn- 
not t^e tbs place of living tdetrikigy 
which keeps abreast of the proifound 
changes taking place in the inter¬ 
national conuBunky. In this raqiect, 
the opposition parties have also de¬ 
monstrated their utter bankruptey. 
They, too, are largely obsessed with 
personalities. Policies figure only 
occasionally in their cdculatioDS, 
and the programmes they enunciate 
increasingly.lail to inspire the pcdpic. 

There is no denying that the 
Kamaraj Plan, during implementa¬ 
tion or after, will unleash some 
degree of useful self-criticism which 
might sharpen attitudes blunted by 
years of flabby thinking and politi¬ 
cal opportunism. But unless the de¬ 
bate within the ruling party and 
outside assumes significant ideologi- 

From the London End 


,ci] diaMhl|i(h», we may', well ha' 
Witoeseing ^ beginning of the end 
of CongreM hegemony. 

Tailpieee: The government-spom 
sored National Institute of Commu¬ 
nity Development, after a survey of 
the ‘perception of the national 
emergency in the villages’, declares 
that of the more than 3,000 villag* 
ers interviewed by the Institute’s in¬ 
vestigators throughout the country, 
83 per cent showed awareness of the 
Chinese aggression and at least 60 
per cent displayed ‘even deeper per¬ 
ception’ of the Chinese threat and 
its implications. But two-thirds of 
the people interviewed had not even 
heard of the village volunteer force 
and the defence labour hanks. 
Village India is apparently better 
informed than urban India ! 


Expansion^ but Not Enough 


the latest Economic Review of 
the National Institute of Econo¬ 
mic and Social Research published 
on Monday last deals with two in¬ 
teresting topics. TTie first is the 
question whether Britain has lagged 
behind in developing her overseas 
trade, particularly in “fast-growing” 
export items like office machinery, 
plastics, aircraft, etc, and the second 
is the need to take “a much more 
positive approach to planning” to 
counter the growth of population 
and the increase in unemployment. 

The Review takes a generally op¬ 
timistic view of the prospects for the 
British economy and anticipates a 
steady growth until mid-1964. The 
world economic scene is also regar¬ 
ded more hopefully. Thus, “ the 
outlook for world production and 
trade looks much better than it did 
three months ago ”. Production is 
expanding once more in Britain, 
the U S and Japan, and the expan¬ 
sion continues, though a little more 
slowly, in Western Europe. The 
position of the primary producers 
is also improving because of a slight 
rise in prices of these commodities. 
All these factors should help Britain. 

Neddr WHl he DiMppointeti 

Dealing with the British economy, 
(he Review states that it has begun 
“a belated, but fairly sharp” reco 
very, with national output ruin);, 


in real terms by between 2 per cent 
and 2i per cent in the first six 
months of 1963. It believes that 
output will rise slightly faster in the 
second half and that the upturn will 
continue till mid-1964. Despite 
this, however, Britain is not likely 
to reach the National Economic 
Development Council’s 1966 target. 
“This rate of rise — 4.5 per cent a 
year — may continue on present 
policies up to mid-1964 ”, but even 
if it continued to 1966, Ned’s five- 
year target of approximately 20 per 
cent would still not be readied. The 
expansion so far has been based on 
a modest rise in consumer spending 
and a rapid rise in exports. Consu¬ 
mer spending may increase fnstei 
with non-durables taking over some 
of the running from cars and elec¬ 
trical appliances. Although public 
expenditure is scheduled to rise, lit¬ 
tle can yet be said about the key 
factor of private industrial invest¬ 
ment. The Institute still foresees an 
upturn here at the beginning of the 
next year, but is not quite .so con¬ 
fident about it as it was before. 

The Review, however, is frank 
enough to admit that these conclu¬ 
sions are only its “appraisal” based 
on the official statistics released in 
the last few weeks. One of the most 
significant of these, the Board of 
Trade study On private investment, 
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whidi is th« key fatioi cssemti*! for 
any significant growth, was not 
available to the Institute as it was 
to be published only on Tuesday 

If the problems of regional un 
employment and population “expli- 
aions” are to be avoided, the t\a- 
tional Institute is convinced that 
Bntatn needs to take ‘'a much more 
positive approach to planning, both 
on a national and a regional scale" 

According to the Institute, the 
first requirement is a national plan 
for the regional distribution of cm 
ployment and population. Slcji-’ 
should be taken to discourage the 
unplanned growth of peipulation in 
the South-east and London and new 
centres, of growth must be created 
The position with regaid to legional 
unemployment in July 1962 as com 
pared with July 196H, is given 
below . 



July 1963 

July 1962 

London 



and S E 

62,147 (J 1) 

61,945 (l.l) 

East and 



South 

29,065 (1.2) 

27,456 (1.1) 

South-west 

17,867 (1.4) 

17,207 (1.4) 

Midlands 

47,741 (1 4) 

49,602 (1.4) 

Yorks and 



Lines 

32,419 (1.0) 

31,088 (1.4) 

Northwest 

70,643 ( 2 6) 

69.553 ( 2A) 

Northern 

60,610 (4,0) 

41,601 (8.2) 

Scotland 

92,655 (4.3) 

75,288 (3 6) 

Wales 

27,128 (2.8) 

20,542 (2.7) 

Great 



Britain 435,965 (2.0) 

400,182 (18) 


• Percentage figures are given 
within brackets. 

Exports have led a fairly sharp 
recovery in Britain’s national out¬ 
put, They rose by about 4A pei 
cent in volume by May, compaicd 
with November 1962. Prosjrccts for 
a continued, though .slower, rise in 
exports, seem better than they weie 
at this time last year. The Tom- 
mon Market eountiies’ trade gap is 
much wider than a year ago and 
“it seems unlikely that the IT S de¬ 
ficit will be much smaller in the 
next twelve months than in the yeai 
up to June 1963”. British exports 
are expwted to continue to risi* 
though not as fast as in the first 
half of the year. Tliere might be 
another 2.3 per cent increase in the 
volume of British exports, making 
the total rise during the year ahou 
8 per cent. “Utere is no reason, a 
the moment, to suppose that they 
will not go on rising into 1964”. 

The Institute believes, however 
that imports may outpace export.® in 
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volume in the second half of 1963. 
U expects the current balance of 
payments to be rather less favour¬ 
able in the next twelve months, hut 
even so it considers that any worsen¬ 
ing IS unlikely to be serious enough 
to force the Government to put tne 
brake on. The Institute expects that 
if either reserve currency — dollar 
or .steiling—now comes under piev 
surc, it lb more likely to be the 
dollar than the pound. 

Hi(h Prices, Cause of Low Exports 

In the detailed analysis of Bri¬ 
tain’s export performance, tlie con¬ 
clusion It seems to reach is that the 
main trouble, as far as the British 
export drive is concerned, has been 
prices rather than any lack of in¬ 
novation in British industry. Bri¬ 
tain’s export performance m both 
the fast and slow-growing exports in 
three gioups —transport, machinery 
and chemicals — which make ufi 
two-thirds of the total exports of 
leading manufacturing countries has 
been compared with those of eight 
or nine other major industrial coiin- 
tnes. In 1954-55, nearly 59 per 
cent of these countries’ exports were 
fast-growing. Britain's figure was 
56 per cent. Dealing specifically 
with the machinery group of the 
nine countries in the study, Britain, 
in 1960-61, had the least advantage¬ 
ous export pattern. 

Dealing with the question of whe¬ 
ther Britain’s slowness in adapting 
Itself to the newer growth industries 
is the cause of Britain's declining 
share of world trade, the Institute 
shows that taking the fastest gicnving 
parts of these industries, Britain’s 
share of these exports is lower than 
that of others, and that while Britain 
comes out badly in any comparison 
of exports of the fast-growing en¬ 
gineering goods, there is not .sufii- 
cient evidence “of any great handi¬ 
cap from an initial bias in Britain’s 
pattern of trade towards slow-grow¬ 
ing products”. The Review con¬ 
tinues : 

“We have fallen behind in new 
products — office machinery, sn- 
entific instiuments and the wide 
group of miscellaneous industrial 
machinery, whieh indudes a good 
deal of specialised equipment . 

It is more doubtful whether oiir 
relatively high imports of fast¬ 
growing chemicals point to any 
technical backwardness; the Iia 


liafi and Gennan ijaport pattotni 
are virtually the same as ours”. 

On this particular question Pro 
lessor Barna reaches a dififerent con 
elusion : that Britain’s slowness in 
adapting itself to the newer growth 
industries is the cause of Britain’s 
declimng share of world trade, Bri¬ 
tain’s share of world trade has drop¬ 
ped from 21 per cent m 1953 to 
just over 15 per cent last year. Pro- 
lessor Barna points out that if actual 
figures of imports and exports of 
fast-giowing products are compared 
country by country, instead of rely¬ 
ing on peicentages (as the National 
Institute does), it becomes clear 
that Britain’s trading position “is 
worse and frequently far worse than 
that of our two ihief competitors — 
Germany and the L) S”. Profc‘.sor 
Barna ongirwlly outlined this view 
111 April, and he now goes on to say; 

“It is precisely in the fastest 
growing product group that Bri¬ 
tain’s export "urpluv is less ihan 
that of the other two countries .. 
Theie i® thus, over the whole held 
of trade iii manufactures, a sy®- 
teinatu. relationship ; The fastei 
world demand is expanding for a 
product gioup. the more inferior 
IS Biitain’s share in that maiket 
. . The inferior trading position 
of Britain is ihii.s an indication of 
teihnital hai kwardness”. 

It IS interesting to note that the 
Fieldi'n Committee which rM'eiitIv 
published its report, based on an 
analysis of engineiTing, design ami 
researrh, came to the same contlii- 
sion as Dr Barna 

Tlieie are indications that British 
industry is not changing fast enough 
to deal with her own export pro¬ 
blems In the light of the new 
attitude towards world trade, with 
develojiing countries demanding .i 
laigpi shart' in export markets of 
traditional nianufarturcs, such a® 
textiles, it is surely unrealistic foi 
Britain and other countries to cling 
tenaciously to industries which an 
no longei fast-growing. Surely, ni 
the intciests of both Britain ami 
world trade in general, it would he 
much more worthwhile if serious 
slejis were taken m Britain to altei 
the structural basis of British indus¬ 
tries and a leal move was made foi 
Riitain to concentrate on the more 
complicated and faster-growing ex- 
(loils, leaving the more traditional 
exports to the developing countries. 



Lam i«pm . 

Peace Fighters Fall Out 


ff lRQSHIMA, 1963’may well mark 

the turning point of the history 
of the “peace movement” in Japan. 
Each year since 1954 in August the 
Gensuiko has held a rally in Hiro¬ 
shima with the support of the mayor 
and council of the city against the 
use of hydrogen and atomic bombs. 
This movement is supposed to have 
been begun by a group of house¬ 
wives of a Tokyo ward who were 
determined that Japan should never 
suffer the agemies of another ato¬ 
mic attack and who were, therefore, 
opposed to any country manufactu¬ 
ring, owning or using atomic and 
hydrogen bomhs in any form. Since 
Japan under the so-called “peace 
constitution” of General MacArthur 
18 forbidden to own any instruments 
of aggression such as an array, navy 
or air force, those political parties 
who supported the original consti¬ 
tution rapidly adopted this move¬ 
ment as their own and give it finan¬ 
cial support. The word “peace” in 
Japan is usually associated with 
support of the American instituted 
constitution, support of left wing 
movements of various sorts and 
support of the Council againt Ato¬ 
mic Bombs. Thus left wing groups 
tend to be associated with all “peace 
movements” and there is thus a 
strong political element involved. 

In the case of the Gensuiko, 
membership on the executive 
committee is almost entirely 
confined to the main left wing groii- 
ps, the Socialist Party, the Sohyo 
( the most powerful association of 
trade unions) the Communist Par¬ 
ty and Zenkakuren (National Fede¬ 
ration of Students’ Associations). 
The President of the Gensuiko is 
Yasui, who last year refused to con¬ 
demn the Russian atomic tests though 
he had been most outspoken against 
the earlier American tests and only 
managed to retain his position bv the 
most ambiguous twists and turns. 
He is in fact regarded as the nomi¬ 
nee of the Japan Communist Party. 
Gwing to the ambiguous attitude of 
the Gensuiko ieader^ip towards 
the Russian tests a separate non-poli¬ 
tical movement was started last year 
called Kakkin ( National Council 
against Nuclear Weapons and for 
the Construction of Peace) under 
the presidentah^ of Professor 


Masatoshi Matsushita, head of the 
Rikkyo University. 

SoeiahsU Give in to Ctunnuanisls 

However this split between the 
two sections of the official movement 
against the atomic bomb did not 
become acute because of the Socia¬ 
list Party’s anxiety to avoid as far 
as possible any split within the so¬ 
cialist movement. At the same time 
the Socialist Party was unwilling 
to come out openly against the Com¬ 
munist Party and lose the leadership 
of the movement. The Gensuiko 
has substantial financial support not 
only from various political partie* 
and unions but also from a network 
of local chapters throughout Japan 
especially among women. To have 
a separate anti-atomic bomb move¬ 
ment completely independent from 
the left wing' movement was a poten¬ 
tial threat to the Socialist Party’s 
position of leadership and last vear 
the Socialists were successful in hea¬ 
ling the rift in the movement by get¬ 
ting a guarantee from the Communist 
Party, that the main platform of 
Gensuiko would be unconditional 
opposition to all fonns of nuclear 
testing by any country. The Com¬ 
munist Party, however, managed to 
retain substantial control over the 
movement, being much more intc- 
' rested in questions of organisation 
tlian in the use of words. 

This uneasy state would have con¬ 
tinued and the Hiroshima peace ra¬ 
lly would have been successful were 
it not for the fact that the pressure 
of international affairs and especially 
the American - Russian peace treaty 
upset the delegates of the Japan 
Communist Party. The Japan Com¬ 
munist Party must now be regarded 
as having arrayed itself iincondi- 
tionallv behind the Chinese Peonies’ 
Republic. The attitude of the Peo¬ 
ples’ Republic is that the present 
Russo-American Treaty is an agree¬ 
ment among robbeis to keep their 
ill-gotten gains derived from the 
monopoly of atomic weapons. The 
Japan Communist Party has gradua¬ 
lly changed its position from the 
agreement entered into last vear to 
eunport the general line of Gen- 
auikyo. 

The first sign of this was a leading 
ankle in Akihata (Red Flag) on 
July 5 entitled “ what is to be doiw 


to unify and promote our drive aga« 
hist atomic and hydrogen bombs”. 
The argument may be sumtnaiiaed 
as follows : Since the imperialiat 
camp is waging aggressive wars in 
Vietnam and Laos, nuclear tesla by 
imperialist and socialist forces 
should be differentiated. Thus one 
cannot judge a “ban the bomb” 
movement without taking into con¬ 
sideration the nature of the class 
war. An indiscriminate “ban the 
bomb ” movement plays into the 
hands of the imperialists at the pre¬ 
sent time, Thus the test ban move¬ 
ment should be linked to other forms 
of political struggle such as the op¬ 
position to the berthing of US atomic 
submarines in Japan. On July 28 
tjie Socialist Party magazine, Shakai 
Shimpo carried an article titled 
“ for the success of the World Ban- 
tbe-Bomb Convention ”. It opposed 
all nuclear testing in any form as 
constituting a threat not only to the 
present but the future generations. 
A nuclear war, it argued, was worse 
than the possible domination of the 
world by imperialism. More over, an 
issue like banning nuclear tests, it 
was stated, should not be decided on 
principles but must take account of 
all views and ideas. 

The Hiroshima rally, which com¬ 
menced on Monday, August 5, lias 
been marked by open factionalism 
which is so strong that it has pre¬ 
vented united action of any sort ex¬ 
cept the silent prayer round the Hi¬ 
roshima peace shrine. The final 
split in the movement occurred when 
the Communists instead of yielding 
ground became more intransigent 
and in contravention of the decision 
to limit the number of delegates to 
10,300 tried to allow everyone pre¬ 
sent to vote and packed the meeting 
with as many ‘delegates’ as they 
could get hold of from the various 
branche.s of the party. The Rus¬ 
sian and Chinese delegates have 
been making violent speeches 
against one another and the 
Russians actually stood with their 
backs to the rostrum while the Chi¬ 
nese delegates spoke. 

It is difficult to understand why 
the Japan Communist Party has 
adopted such an extreme attimde. 
One suspects that die party consider¬ 
ed itself sufficiently strong to control 
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the Geiwuikyo lrrcHp*‘ctiv«* of the 
opinions of tiie Japanese people at 
large and thought they tould control 
the voting. Moreover in the j>resence 
of the Chim'sc delegates, the Japan 
Communist Party is anxious to show 
its open loyalty to and support for 
the Chinese Communist Parly. How¬ 
ever, the results have heen quite 
contrary to the e\f)ectations of the 
Japan Communist Party The mayor 
of HirotJiiiua with the support of 
most of the eitisens and ev'en the 
Association of Atom Bomli Victims 
has forbidden the Grnsuikyo to use 
certain public facilities such as the 
gymnasium. 

Just as the (.orniminisis were to 
open the main meet mg parked with 
their own illegal ‘delegates’, the 
Socialist Party and Sohyo announced 
that they would withdraw complete¬ 
ly fioni the organisation and de¬ 
manded return of .some of the 
money which lliey had ronlrihuled 
towards the general expenses. So 
the split is complete and it seems 
impossible dial it can be healed 


From Marxifiin to So<-iHl Welfare 

There is utulouliledly very strong 
feeling in Japan among the coiii- 
inon people aguin.si the atom or 
hydrogen homh but instead of this 
feeling being expiessed through non- 
political organisations as. for ex¬ 
ample, 111 Kiigluiid willi the '’Com- 
iriittre for loi)’’ and Canon f.ollins’ 
movement, it has been controlled 
and sii|)ported by political bodies. 1 
am sure that tlie anti-atom bomb 
movement will cxmtinue to exist 
but if It IS supported by political 
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groups, it wiH always tend to 
lie pulled hither and thither 
by the prevailing political winds. 
The .Socialist Party has acted 
with great ability in trying to nego¬ 
tiate with the Communist Party but 
the splint in the Censuikyo has shown 
the impossibility of forming a popu¬ 
lar front with the Communists on 
any important issue of principle. 
During the last few years the 
Japan Soeiali.st Party has succeeded 
m projecting a socialist image of 
Itself distinct from that of the Com¬ 
munist Party and even though much 
of Its language is still Marxist m 
style, it IS becoming much more 
social welfare oriented. In my 
opimoti this change is paying rich 
dividend and the Liberal Democra¬ 
tic Pally is being vei^ slowly un¬ 
dermined in Its rural constituencies 
where fanners are Iteginning to think 
for thcniselve.s. The most significant 
aMjircl of the Hiroshima conference 
is that, almost for the first time 
since 1 have been in Japan, a funda¬ 
mental moral issue between the 
Conunumsis and the Socialists has 
been fought out in the open and 
the two sides have been clearly 
seen as opponents in a moral sense. 

Wlirn the atom bomb was drop¬ 
ped on Hiroshima eighteen years ago, 
dO.fHK) people were directly killed 
and eveiy building within 2| kilo- 
nicliTs of the strike was destroyed 
diiectly. not taking into consideration 
the damage done by fires that broke 
out inmiediutely afterwards It was 
not until 19'>8 however that any 
governnieiit provision was made for 
the \iciiins. Every person who was 



within 3 kms of the strike (67,000 
people) is entitled today to free 
medical care and those outside the 
limit who were in Hiroshima with¬ 
in three weeks of the explosion arc 
entitled to 50 per cent of their medi¬ 
cal expenses. The Atomic Bomb 
Hospital built in 19S6 with the 
money from New Year greeting 
cards (sold by the Post Office) has 
treated 36,059 patients which is 
estimated to be one third of the 
total number of people affected It 
has 120 hospital beds most of which 
are fully occupied most of the lime 
even now. It has been estimated that 
about 40,000 people who were in 
Hiroshima at the time of the ex¬ 
plosion still receive medical care in 
the city. These are official statistics 
and it can be assumed that there 
are many people who were affected 
by the atomic bomb who have not 
registered and who for various rea¬ 
sons do not come under state aid 
The havoc at Hiroshima and 
Nagasaki was wrought by bomba 
which were primitive compared to 
modern hydrogen bomb. For the 
Japan Communist Party to oppose 
only atomic tests by the Imperialists 
and not every nation which mami- 
faclures the bomb will appear to 
the people like playing with words. 
The Chinese Communist Party is 
perhaps inadequately informed about 
the nature of an atomic war, and 
may consider itself justified in sup¬ 
porting Communist nuclear bombs 
but for the Japan Communist 
Party to follow the lead of the 
CCP unthinkingly is bound to 
affect Its standing among the people. 


Frtedom it m ptrll, ^tftnd it with all your might — JAWAHARUl NEMU 
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A latter from Pam 

Don Quixote or Charlemagne ? 


GENERAl’* said a Corres¬ 
pondent, on a hot July after¬ 
noon, rising from his seat in the 
stagy audience hall of the Elysee 
Palace, home of the French Presi¬ 
dent, what do you think of the 
ideological split between the Soviet 
Union and China ? ” 

The setting was a press conference, 
if such it be called, the eighth of 
its kind held by General de Gaulle 
since he came to power and the 
question was a routine one, but the 
correspondent got no immediate rep¬ 
ly. “Bien" answered the Geneial, 
looking like a benevolent grand¬ 
father awaiting bed-time questions 
from a brood of grandchildieii, 
“ what is the next question ? " 
“Messieur President" said anotiiei 
correspondent in response, “tell us 
Bien ’’ continued the Pie- 
sident listening patiently and sound¬ 
ing pleased with himself, “and what 
IS the next question 

When he thus had some halt a 
dozen questions put to him, the Pie 
sident now turned to hi.s listeners, a 
respectable if fidgety cackle of some 
six hundred French and fore ign 
journalists, and unburdened himself 
of a lecture, pausing just siilTifientlv 
to ask a jouinalist to repeal lii” 
question, but not to let him ask a 
new one. 

The de Gaulle Terhnique 

The de Gaulle press confeiencc 
technique is just about as unique as 
the man himself, autocratic, imperi¬ 
ous, insofar as it does not permit 
contradiction or cross-examination, 
but otherwise instructive, even 
delightful. De Gaulle may be Victo¬ 
rian in a way, but unlike Queen 
Victoria, he permits himself to be 
drily amused and is not above want¬ 
ing to amuse others as well. 

Those who listened to him knew 
full well that when de Gaulle said 
that “France speaking through the 
mouth of the President of the Re¬ 
public” was saying this or that, it 
was France indeed that was speak¬ 
ing. And France spoke, on the te.st 
ban agreement, on Franco-American 
relations, on the ideological rift bet¬ 
ween Moscow and Peking and the 
words came, in mellifluous French, 


beautifully phrased, laden with wit. 
sharp satire and complete Gallic 
logic. 

The “logic” was most evident 
when de Gaulle spoke of the test 
ban agreement What, if any, wcie 
the merits of the agreement, so-call¬ 
ed ? De Gaulle picked up the 
agreement apple, so to speak, for 
public gaze, examined it tor la nils 
and then threw it out of the window 
as being rotten to the coie. And his 
reasons could not have bei’n morc 
cogenl — from the French point of 
view, or rather from the de Gaulle 
point of view. 

Teat Ban-Accord : 

“ Limited Importance “ 

It was not the first time that nu¬ 
clear tests had been interrupted, 
said de Gaulle, staring at his ajqrle 
with a cold eye. There had been 
long periods, at various times, when 
neither of the sides carried out im¬ 
portant teats. But abstention was 
now more probable for the simple 
reason that either side had tarried 
out so many hundred.s of tests that 
more of them were simply unneces¬ 
sary. The money involved could 
henceforth be used to re-inforn* 
“existing means of destruction” niul 
for making more numerous nnd 
iiioie powerful missiles and launch¬ 
ing pads. 

What were the Anglo-Saxons and 
Russians saying in effect ? In the 
first place, they had refused to in¬ 
clude underground tests m their 
agreement, thu,s raising doubts 
about their alleged altruism. In llie 
second place, each party had reser¬ 
ved Its rights to abrogate the agree¬ 
ment, if It deemed fit to do so 
Where was the purpose of signing 
an agreement if the intention wa' 
to break it at the first convenient 
moment ? The agreement merely 
indicated that for the time being 
the signatories were satisfied that 
they had all that they wished for 
and wanted no fight till thev had 
time to digest their gains. Nothing 
in the situation had changed. Both 
signatories had all the weapons in 
the world to annihilate the universe. 
Neither had the slightest intention 
to give them up, now or ever. “That 


IS why” said the General, looking 
blandly at his audience, “the Mos¬ 
cow Agreement from the global and 
practical point of view has only a 
limited importance". 

Putting the U ti in It* PInce 

He might have said “class dis¬ 
missed” and relired hebind the red 
curtain from which he had emerged, 
but a de Gaulle press conference is 
moie than a monologue, n is a 
Gaullist engagement with the rest of 
the world. The President had sum¬ 
marily dismissed the Moscow Agrw- 
ment as so much moonshine, hut 
he had his critics to deal with. There 
was America. He referred to it as 
if It were some uiifoitunate conti¬ 
nent. run by a few malevolent jour¬ 
nalists whose writings really did not 
deserve a second look, hiii there it 
was. trying to put on a big act of 
moral ri'ctitude. It had to be put 
in Its place. 

This de Gaulle set about doing, 
with an elaborate recollection of 
Krench-American friendship, men¬ 
tioning in (lassing Lafayette and 
Rochanilieau from whose assistance 
America had benefitled. Yes, he 
seemed to sav, Anienca indeed had 
henifilled from France, but what 
had France received in return ? De 
Gaulle proceeded to mock at the 
United States participation in the 
First World War — two years too 
late — and in the Second World 
War —■ after America had been at¬ 
tacked by Japan. De Gaulle thereby 
implied, without saying' it in so 
many words, that if the United 
States did come to Fnehch help, it 
was either too late' of sbmehow not 
entirely dieinterested service. From 
this the President concluded that 
Mr Kennedy notwithstanding, it 
would Ire foolish to believe that if 
theie be a Third World War, Ante 
ricu will automatically rush to 
France’s help. From this it was 
only one step to say that the erea- 
tion of a French atomic deterrent 
was, therefore, an imperative must. 

That France has a long way to 
go before it can manufacture in 
nurab#8 a sufficiently powerful nu¬ 
clear bomb is only too well known. 
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France, ijeaides, will ai«o have to 
perfect a missile ddiveiy systeih and 
not depend solely on bombers. How 
long will it take France to be sell- 
suflicient in this relied and what 
will be the cost to the French peo¬ 
ple ? So far, no answer has b<-en 
forthcoming. It is a known fact 
that at the monient Franw' has com¬ 
mitted £ 400 million upwards to¬ 
wards the manufacture (4 a nutdear 
bomb, but this is evidently only a 
beginning. Mach n|ore wili jwilve to 
be spent before a nuclear force be¬ 
comes operational, Even then, ijt is 
feared, the French force de Jt^ppe 
will come nowhere near American 
or Russian destructive power; why 
then, when France i.s a member of 

NATO and is coviircd by tlic NATO 
umbiTlIa, should she desire to go 
It alone ? 

Spme say that this is due Solely 
to a desire to make France leader 
of a Third Force in Western fhirope; 
others say this is due to a desire for 
[lersonal aggrandisement. There is 
another group which believes that 
de Gaulle is simply trying to black¬ 
mail the Anglo-Amet leans into giv¬ 
ing him atomic secrets and that the 
scheduled French tests are merely a 
cover. No single answer is entirely 
satisfactory Is it a fear of being 
let down hy the United States, then, 
the motivating force of French go- 
il-alone ? What is the answer to de 
Gaulle’s tilting at the atomic wind¬ 
mill ? 

Parallel with China 

That there is a strange similarity 
between the Chinese and French 
points of view on the atomic test 
agreement is only too plain. What 
China is to the Soviet bloc, France 
IS to the Western Allies. The Chi¬ 
nese attack against the Soviets 
sounds almost identical with that of 
de Gaulle’s against his own Allies, 
except that de Gaulle, who is the 
more sophisticated and the more 
cultivated, permitted himself to say 
that he would understand Mr Ken¬ 
nedy’s joy at the signing of the , 
Pact. In this one significant regactl, 
the French differ from the Chinese. 

If it IS de Gaulle’s desire to be¬ 
come a modem Charlemagne, the 
man to unite all of western Europe 
under him, then he is probably the 
most ill-informed man in European 
Christendom. The Germans want liis 
friendship, but not his overlordship. 
The Germans have been saying that 


they want Eutapeaa unity, but only 
as part of the larger Atlantic unitv, 
in which western Europe is bound 
not only to Britain, but to Canada 
and the United States as well. 

What is more, de Gaulle’s pro¬ 
bable views do not'corroborate with 
his action- On the question of Bri¬ 
tain’s entry into the Common Mar¬ 
ket, he has fallen out with the rest 
of the Six and on the question of 
agriculture, be' hxs falkn out with 
West Germany without whc»n all his 
plams for a Greater Europe conoe 
to nought. Cximparisop, > with China 
again noiinidi |>lauidl3e. ''France is 
at loggerheads^with practically alU 
her allies, wih the United States on 
the test ban i,«.sue, with Britain on 
entry into the Common Market, 
with West Germany on the issue of 
agriculture, with Italy and Benelux 
countries on enlargement of 
European Economic f^iommunity. 
For all practical purposes, Franee 
today is the odd man out in the 
western camp, even as China is tiie 
paricdi in the communist camp. 
And yet there are two contradic¬ 
tions in the French positioit: one is 
that de Gaulle believes that in the 
long run, China has to be isolated 
and Russia has to make common 
cause with the West. AhtJ even 
while maintaining this, be is trying 
to contact China and arrange trade 
de.als with the country he hates. 
Why, if de Gaulle Is afraid of 
China’s long term plans, Is he pre¬ 
pared to accommodate it in his 
short term trade? Again. If he, 
believes that the Soviet Union is 
going to make common cause with 
the West, why is he then so abusive 
of the Kremlin -and its efforts to 
come closer to the West ? 

SuMe KwdimaH? 

No answers arc immediately 
forthcoming from the Elysec 
Palace De Goulle is a consummate 
politician and a shrewd judge of 
events But eVen hte most intimate 
followers have not been able to ex¬ 
plain his steps. They are simply 
baffling. One theory is that France 
is seeking “quick mtmey” in,Order 
to finance its giant plans for nu¬ 
clear self-sufficiency. This is by no 
means plausible, since Chinese 
trade is not likely to be of such an 
order as to make it financially so 
attractive. Another theory is tha| 
France is deliberately trying to an¬ 


noy the United Slates into being 
more accommodative towards her 
on the model of Pakistan. Pidcistan 
would flirt with China in order to 
pressurise the United States on the 
Kashmir issue. Is France flirting 
with China in order to pressurise 
Washington into giving her atomic 
secrets? 

The Lesser Evil 

Judging from American press 
reports, the United States, at this 
raotnqot, does not seem to need 
much pressurising. President Ken¬ 
nedy himself has now conceded that 
France is an atomic power- Is that 
the prelude to talks between Ken- 
,1i^y and de Gaulle on the, sharing 
hi some essential secrets? How 
does tills square up with reports 
that the next round of talks bet¬ 
ween, the United States and the 
■Sbviel Union is lo deal with pre¬ 
venting tlie, spread of nuclear wea¬ 
pons? What pressures will the 
Soviet Union bring to hear upon 
the United Stales to keep its M'creU 
in tact? 

To these questions theie are no 
immediate answers either. Mean¬ 
while, de Gaulle is proceeding as 
if nothing in the world matters 
more than his having a first genera¬ 
tion set of atomic bombs, playthings 
when compared to those American 
and Soviet arsenaLs. Frenchmen 
are rather fired of this. Their tra¬ 
gedy is truly great; for them, the 
alternative to an atom-obssessed 
general, is a governmental chaos. 
Millions of Frenchmen would dis¬ 
agree with the General on the need 
to have an independent French de¬ 
terrent. but they would rather let 
-him do as he pleases than change 
him for someone else. 


^bc Economic Meefili) 

ForeSgn Subscription Rate 
Due to increase in foreign 
postal rates it has been found 
necessary to revise our foreign 
subscription rate. With effect 
from July I$(S3, the annual 
foreign subscription will be 
Rs 34, 50 b or $ 7. 

A Fernandes 
Bimness Manager 
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llie Human Factor in Growth 

S Kriahnaiuurty 

Hm EeWMMniM of Edocalioli by John Vnisey; F«bar and Faber, 1962{ page« 169, pric^ 2U. 


T'HE economics of education is a 
relatively new subject. It marks 
a reaction from the excesidVd Quanti¬ 
fication in theoretical economics, 
especially in the economic^ of 
growth. The increased concern with 
the “growth race” between socialist 
and non-socialist economies, and 
with the problems of accelerating 
growth in the less devdoped 
countries has invested the subject 
with particular interest. It has be¬ 
come an essential part of the search 
to locate and, to the maximum ex¬ 
tent possible, quantify the^human 
factor in economic development. 

John Vaizey’s book, on iiii| own 
admission, is “primarily an ntempt 
to review existing work”, hut he 
has emphasised “certain lines fruit¬ 
ful of further work” and neglected 
others which he deems “barren”. 
This, naturally, involves certain 
judgements which may not command 
universal acceptance. 

To put the subject in its b^torlcal 
perspective, Vaizey bcgintf By con- 
suiering the views of the classical 
sihool on education. Smith and 
Hume related education to good 
civil government and economic pro.< 
gresa. Ricardo and Malthlis em^a- 
sised the role of education irt mcul* 
rating habits leading to family 
limitation. Mill felt education would 
imjiart commonsense and practical 
judgement, Marx believed that gene¬ 
ral education was impossible under 
capitalism. But Marshall was the 
first to grasp the significance of 
education when he said : “The most 
valuable of all capital is that in¬ 
vested in human beings”. In the 
Mathematical Appendix XXIV to 
his “Principles” one finds the first 
proper attempt to measure the re¬ 
turns from education. 

Meatorenient of Returns 
from Blducation 

Later economists have followed 


skill, merit, talent, effort, etc. Se¬ 
condly, a market assessment of te- 
turns ignores the important social 
benefits of education. » 

The approach which starts wiih 
the Dobb-Dougias production func¬ 
tion and adds a third factor, the 
“human factor”, is equally unsatis¬ 
factory. As Vaiggy rightly argues, 
the isolation of the “human factor” 
as a residual element is difficult, 
and even meahingless, since the fac¬ 
tor-mix is highly integrated. 

Shultz tries to measure the amount 
of education available to the popu^ 
lation by applying the concept of' 
“human capital”. Vaizey regards the 
analogy to physical capital as some, 
what forced and prefers, instead, 
cost-benefit analysis on the analogv 
of irrigation projects. Vaizey admits 
that the indirect benefits of educa¬ 
tion are difficult to assess and igno¬ 
res the problems involved in choos¬ 
ing discounting procedures for roak- 
it^ inter-temporal comparisons of 
the returns to alternative educa¬ 
tional programmes. 

From an analysis of expenditure 
on education in the U K, the USA 
and France, Vaizey shows that the ' 
proportion of national income spent 
on education, especially secondary 
and higher education, is increasing. 
He is, however, aware of the pit¬ 
falls of international comparisons of*- 
expenditure on education, 

Edueation and Labour Supply 

Educational needs tend to outpace 
the growth of national income, and 
Vaizey puts the financial dilemma of 
education in a, nutshell when he 
says that “education seen in the 
wider context of the public sector 
of the economy has a strange place. 
It is subject to’ competing pressures 
for revenue, because it is one of 
the expanding parts of a society aft,, 
_ _ _ it grows richer, and often it is fin- 

Marsh^ll.’fn re^rdit^ the refurdsfat Irtftt from inelastic 


from education to the individual as 
measurable. They try to relate in¬ 
come differentials to education. But 
Vaizey rejects this approach for two 
reasons. Firstly, income distribution 
is not a true index of returns to 


and regressive local taxes. At the 
same time, it is an important source 
of growth for the economy, yet ... 
it is treated as part of the revenue 
account, where it is especially sub¬ 
ject to short term consideration**”. 


Education has shown a significant 
increase in capital-intensity, accord¬ 
ing to Vaizey, Output p«r teacher 
has also rism. But for a rational 
educational policy, and to raise pro¬ 
ductivity in education, he argues, 
better educational statistics than are 
now available are required. 

The link between education and 
tbs supply of skilled manpower is 
clbse, but not rigid. Thus in 19b5 
there were 5.9 graduate scientists 
and engineers per thousand of the 
labour force in the U K, while in 
the U S A, the figure was 9.3. A 
high general level of education does, 
however, make for greater flexibili¬ 
ty ia the occupational structure and 
in the acquisition of new skills. 

Education and Economic Growth 

Vaizey devotes two chapters to 
an analysis of the relationship bet¬ 
ween education and economic 
grCwth. Education has three roles r 
it must supply skilled manpower, it 
must create “a climate” for econo¬ 
mic growth and it must teach culti¬ 
vators rural skills so that agricul¬ 
tural productivity can rise. IJnfor- 
tutietely, in the underdeveloped 
countries education has been pri¬ 
marily urban and has tended to 
over-emphasise the arts. 

Vaizey places great reliance on 
the use of labour surpluses in edu¬ 
cation. He says: “In most under¬ 
develop^ countries the use of people 
as pupils and teachers is virtually 
costless”. He apparently does not re¬ 
alise that the use of even the educa¬ 
ted unemployed as teachers is bound 
to cut into the real surplus of the 
economy. Vaizey contradicts him¬ 
self when, later on, he says: “There 
is also the problem of finding pu¬ 
pils in poor countries. The piipil-i 
who are likely to benefit most from 
. education are those who are most 
likely to earn a wage to help their 
families, or play on important part 
on the family farm”. This state¬ 
ment can be reconciled with tiie 
earlier one only by adopting impli¬ 
citly some peculiar social valuation 
of cost. 

Finally Vaizey compares studies 


matkt in two imderdevplopf'd cmin- 
Nij?ciia and Pakwtan. Tli»’ 
(ttudip» ntf r(‘aJly ooinplr^entary 
the formci studies the problem bv 
making inojections of the demand 
for and supply of labour, especially 
technkal personnel; the latter em¬ 
phasises the financial aspects of a 
programme of educational develojj 
ment. 

Optimum Use of Foreiicn Aid 

One as})ect of the economics of 
education receives inadequate atten¬ 
tion in Vaizey’s book He seems to 
regard the whole idea of foreign 
aid in education as absurd. Yet 
there is at least one historical in¬ 
stance, that of Japan', where the 
importance of foreign aid for ad¬ 
vancement of technical learning 
was .significant Some attempts at a 
theoretical analysis of the import '>f 
foreign experts have been made rc 
cciitly Foi instance, Ptofessors Raj 
and Sen argue that ‘‘there are . . . 
alternative ways of increasing the 
supply of skilled labour, One is to 
kts'p importing all the additional 
skilled labour leqiiired m the eco¬ 
nomy; another is to import technical 
experts who aie good enough to 
produce more skilled labour within 
the country hut not good enough to 
produce more such experts; a third 
alternative is to import ‘super ex- 
|Terts' wlio can produie domesticallv 
more experts for pioducing more 
skilled lalKiui”^ (iorrea and Tin¬ 
bergen ' develop a simple inpiit-oii(- 
put model to relate the extent of 
foreign assistance in education to 
the rale of growth of the economy. 
They also consider the adaptations 
neoi;8sary in the educational struc¬ 
ture if a higher rate of giowth is to 
be achieved without foreign assi-.- 
tance. 

But neither Raj and Sen nor 
Correa and Tinbergen take ammnt 
of the important point that import 
of foreign exports does not provide 
the only, or necessarily the most 
valuable, form of foreign assistance. 
Given a foreign exchange constraint, 
the choice should not be merely 
between different levels of foreign 
exports, but also between different 
types of personnel to be sent abroad 
for training and between alternative 
ways in which they should be utili- 
aed on their return — whether as 
dmpioyeies, eiriier in the private sec- 
tof or in the public sector, or as 
either in colleges oi in 


teachers’ training institutions. Thus 
the range of choire i& much wider, 
and it is essential that rational choi* 
CCS be made, for education (espe¬ 
cially foreign education) is an ex¬ 
ternal economy which should be 
utilised in a socially ojitiinum 
manner. 

Notes 

I W W Lockwood “Economic Deve- 
lopmenl of Japan Growth and 


Scmctuia] Change ,. t(yS6r||l38’'. 
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K N Raj and A K Sen; “Alternate 
Patterns of Growth: A Reply”, 
Oxford Economic Papers (New 
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' H Correa and J Tinbergen: "Adap¬ 
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Trijpartite Coasi^tive Machinery for Labour in the States 

Rajasthao, a Case Stady 

Pradoep Komar 

i 

“The tripartite systeiH of settlement of labour problems should in a healthy system become what one 
might call the way of hfe, it must become so ingrained in the attitude and outlook of the parties that the 
oeta^nal need to resort to direct action must appear to them to be a distasteful necessity to which there is 
no edternative". 

— y y Giri. former Union Minister for lAthour 

The experience with tripartite bodies has, however, shown that while they provide a useful forum for 
discussions of labour problems, they are yet far from fulfilling the role chalked out for them by the Govern¬ 
ment. 

The critical study of the working of the Rafasihan Labour Advisory Board attempted below throws 
light on the reasons for the failure of trifiartUe bodies and also indicates the directions in which effort is 
necessary to make them less ineffective. 


•J^RIPARTITE deliberatigps are an 
important part of industrial 
relations m India. In thr ’absence 
of a strong trade union movement 
-- the main hindrance to oolleclive 
bargaining — these discussions play 
a vital role in shaping labour policy. 
The setting up of such tripartite 
bodies as Labour Advisory Boards 
at the State level, and the Indian 
Labour Conference and the Stand¬ 
ing Labour Committee at the natio¬ 
nal level was, therefore, a step in 
the right direction. As the former 
Union Labour Minister and a vete- 
lan labour leader, Shri V V Giri 
said “We should not hesistate in 
giving the pride of place to the 
machinery of tripartite confei- 
rnces”.’- The reason is obvious. 
Labour laws have created many 
agencies for conciliation, arbitra¬ 
tion and adjudication both voluntary 
and compulsory; and while they 
all play an important role in the 
maintenance of industrial peace, 
their function is somewhat limited 
in that they are designed to tackle 
and solve only specific problems. 
There is no such restriction on the 
scope of tripartite conferences. 

No Change in Attitudes 
The tripartite bodies came into 
being primarily to step up indust¬ 
rial production which required the 
maximum co-operation between 
labour and management. The main 
object of these bodies is “consulta¬ 
tion among the three parties with a 
view to maintaining and promoting 
harmonious industrial relations and 
to advise Government on matters 
affecting labour, which are referred 
to them”.* In Shri Giri’s opinion, 
“the tripartite system of settlement 


of labour problems should in a 
healthy system become what one 
might call the way of life, it must 
become so ingrained in the attitude 
and outlook of parties that the 
occasional need to resort to direct 
action must appear to them to be a 
distasteful necessity to which there 
IS no alternative”.^' 

Although these bodies have serv¬ 
ed the useful purpose of providing 
a common forum for free and frank 
discussion, they have- failed to achi¬ 
eve the ideal cherished by Shn Giri. 
A critical study of the working of 
the Rajasthan Labour Advisory 
Board shows that the system has 
failed to diange the attitude and 
outlook of emproyers and workers. 

Government’s Relurtance 

The tripartite machineiy was 
first constituted in Bombay and 
Bihar in 1947. In Rajasthan, the 
idea was first mooted in 1948, after 
the formation of United States of 
Rajasthan, when the then Labour 
Commissioner, m a letter to the 
Labour Secretary, emphasised the 
desirability of setting up some such 
coi.sultative tripartite body, if not 
at the State level, at least at the 
industry level, in the interests of 
industrial peace and industrial pro¬ 
duction. (There wa.s a wave of 
strikes in the years 1947 and 1948 
in the textile industry in Rajasthan 
which employs more than 10,000 
workers.) Though the proposal 
was appreciated by the labour lea¬ 
ders, the Government did not pay 
any attention. It was engaged in the 
difficult task of integrating the ad¬ 
ministration of princely States. Also 


the officials in the Secretariat lacked 
vision which is evident from the 
reply to the Laliour Commissioner’s 
letter. The Government felt that 
“such a tripartite body, even at the 
mdustiy level, was unnecessary in 
view of the enforcement of the In* 
dusirial Disputc.s Act and the Em¬ 
ployment (Standing Orders) Act. 
The functions of such a body could 
he performed by the conciliation 
lioards, courts of enquiry and works 
committees”. 

Changing Composition 

A consultative body could not 
come into existence till the middle 
of 1953. when the Rajasthan Labour 
Advisory Board was first constituted. 
This was the result of discussions 
at the first tripartite labour confer¬ 
ence organised by the Government 
in March 1953 

The composition of the Board has 
undergone many changes during 
these 10 years. Some changes were 
intended to give increased repre¬ 
sentation. It had in the beginning 
only 14 members — five each from 
the employers and the workers and 
four from the Government. The 
number has now increased to 24 • 

eight representatives each of the 
employers, workers and the Govern¬ 
ment As in many other States, 
the Labour Minister is the ex-officio 
Chairman of the Board. The con¬ 
sumers have no representation as 
in Bombay, Madhya Pradesh and 
Delhi. The Government, however, 
nominates academicians among its 
repre.sentatives. Legislators having 
experience m the labour field are 
called in by special invitation. 


1407 










Tho tenure of office of the Board 
has not been laid down in the Rules 
us has be<!ri done in Bihar, Madras, 
OrisoB and Delhi. The frequency 
of meetings has also not been pres¬ 
cribed. The Board has met only 
six limes in all — first meeting in 
1953 and then in 1954, 1956, 1958, 
1959 and 1960. The irregularity 
and infrequent meetings presum¬ 
ably are due to the lack of interest 
of the members in the deliberations 
of the Board. Tliere are generally 
speaking three to four postpone¬ 
ments before a meeting is finally 
held. 






of intricate and complicated pro¬ 
blems. 

The lukewarm attitude of em¬ 
ployers and the desire to test each 
others' power on the part of labour 
and management, and the slow and 
bureaucratic procedures of the 
tjovernment frustrated the imple¬ 
mentation of the Industrial Truce 
Resolution. Instead of reduction 
in the industrial unrest — measured 
m tenns of number of man days 
lost — tliere was a considerable in¬ 
crease compared to the Fiist Plan 
period, as Table 1 shows. 


ReiHtlulion* Remain on Paper 

The Board, during the 10 years 
of Its working, has made several re¬ 
commendations (it is only an advi¬ 
sory body) covering practically all 
aspects from an Industrial Truce 
Resolution for stepping up indust¬ 
rial production during the Second 
F’lan period to unemployment, trade 
union unity, workers’ education, 
industrial housing, training within 
industry, labour welfare, paid natio¬ 
nal and festival holiday.s, rcacti- 
visation of works committees, etc. 
Most of these recommendations are 
laudable but due to the indifference 
of employers and workers they have 
not lieeii implemented. 


Jt can be observed from the Taide 
that the industrial Truce Resolulioiii 
hud no impact on industrial unrest 
The number of strikes and the niiin- 
bei of man-days lost increased niii- 
siderahly during the Second Plan 
compared to the Fust Plan. 

The i«‘s<>lutinn also did not signi¬ 
ficantly affect the reference of indiis 
trial disputes to adjudication. While 
the number of cases referred to the 
Industrial Tribunal was only l'>. 
l.'l and 1.5 in the years 19.53. 19.51 
and 1955 respectively it increa.spii to 
30, ,36, 2.5 and 33 m the yeais 19.56, 
1957, 1958 and 19.59 respectiv* ly 
(See Table 2). 

Holidays 


Since it is not possible to review 
the implementation of all the re¬ 
commendations made by the Board, 
it is proposed to examine the fate 
of some of the important recom¬ 
mendations. 


Industrial Truee Resolution 


The Board at its third meeting 
held on 17-18 February 1956 un¬ 
animously approved an Industrial 
Truce Resolution for the duration 
of the Second Plan. Emphasising 
the need to achieve the target in 
industrial production, the resolu¬ 
tion called upon labour and manage¬ 
ment to maintain industrial peace 
and to avert strikes, lockouts, lay¬ 
offs or slowing down in production. 
Mutual discussion on problems fac¬ 
ing the industry and labour and 
settlement of di.spute.s through con¬ 
ciliation and negotiations were aim¬ 
ed at. An appeal was made to the 
Ijarties that recourse to governmen¬ 
tal machinery for appropriate nitcr- 
veiition and settlement of disputes 
3 ,;|^T9W^ conciliation and adjudica- 
ottftird bti bad oiily in the case 


At its first meeting in 195.1 the 
Roaid recommended observance of 
.seven paid national and festival 
holidays in all industrial iinii.s, iNo 
heed was paid to this resolution !>> 
the employers. At Us third meelirig 
held in 1956 the Board again uiged 
tile employers to implement the le- 
solution and asked the Slate Govern¬ 
ment to bring in legislation for this 
purpose it u could not be volunta¬ 
rily enforced witliiii th- next three 
months The representatives of the 
employers had assured a| this meet¬ 
ing, that “they will see that festival 
holidays are implemented by all the 
employers voluiUaiily and there re¬ 
mains no need of legislation”. The 
assurance .still remains only on 
papei. Many employers, even in 
certain large .scale units, aie not 
observing these seven paid holidays 
And the Government, fond of using 
moral pressures, has failed to enm! 
any legislation. 

Retrenchment 

The Board, advising employer- 
against retienchment, had fixed (c). 



tain norms t6 be to |q 

ciicumstatices ffid not Relink ’^e 
Hidiistnaiigts to avoid retrenchimeQt. 
The employers have shown utter 
indifference to these norms and 
even during the Emergency as many 
as 344 workers were retrenched by 
9 undeftakings during the period 
November 1962 to June 1963.* 
There ard innumerable cases of 
retrenchment m the pre-Emergency 
era. 


Table 1 : Itidumrial Unrest in 
Rajasthan 

(1951 to 1961) 
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5,731 
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14 
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1,25,047 


Source : Annual Reports of the Labour 
Department, Government of Rajasthan 


Tahir 2 . Industrial Disputes Referred 
to the IndiiKlriul Tribunal fur 
Adjudication 
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Sourer : Annual Report of the Labour 
Department, Government of Rajasthan. 

There are many other resolutions 
which still remain merely in the 
files of the Labour Department. 
Take for instance, the resolutions 
regarding improvement in the 
works committee.s. After passing 
the same resolution at three meet¬ 
ings, the Board adopted another re¬ 
solution at its fourth meeting. It 
was noted in the latter resolution 
that “Works Committees were not 


{unctlonib^ A a)«)- 

was appoint^ Viufer'die 
C^imuuuhip of the Labour Com- 
miastotier with two representatives 
ead^ of employers ahd yroiie^ M 
exa^ne tile working ^ Wmlia 
Conunitteea, the paaw^ of 
inal^ncdoning, ;afld th aagfaHfpmw 
surea tp make tbetn more 

0iectivK, Qutof 33 units whew 
the, ^fisks Committees were func< 
tionihg only 20 units sent replies to 
the questionnaire issued by the 
Sub'Conumttee. Llie Committee 
made a detailed study of the work* 
ing of the Works Committees in 
various units and gave detailed sug¬ 
gestions. Two important sugges¬ 
tions of the sub-committee were: 
(a) immediate attention of emplo¬ 
yers to the unanimous recommenda* 
tions and their immediate and actual 
implementation; (b) reporting 
hack by representatives of labour of 
(Jecisions taken in the Works Com¬ 
mittees to the rank and file mem- 
liership by whatever means possible. 
Roth these suggestions failed to 
open the closed ears of employers 
and workers. 

PuMlr Sector No Better 

The employers in the public 
sector also have the same indiffe¬ 
rent attitude towards the recommen¬ 
dations of the Board. At its third 
meeting, the Board had resolved 
that the fair wage clause and con¬ 
tractors' labour regulations on the 
lines of Central P W D should be 
incorporated in the contract forms 
of P W D and Irrigation Depart¬ 
ments. Later on, a sub-committee 
was appointed by the Government 
for this purpose which recom¬ 
mended that a separate clause for 
the adoption of Regulations should 
he added in the revised contract 
agreement. The recommendations 
of the Board are still “under con¬ 
sideration” of the Government. 

At the third meeting, again, a 
resolution was unanimously passed 
urging that sincere efforts should 
be made to achieve “one union in 
the industry”. This objective is 
still unrealised and the labour 
movement is ridden with political 
rivalry and unatable and weak 
unions, , 

It is not that no recommendations 
of the Board have been put into 
effect. Some of them have been 
implemented but these were such 


as needed only Government siction. 
The fixation of minimum wages 
was one such important recommen¬ 
dation. 'Hie Board at its swond 
meeting fseM oils 30fii laimaif i;!f9S4 
recommended fikation of !iijimimum 
wages In empbyments fnfol 
cleaidng «nd {Mewing, eotum gin* 
ning nad pressit^ jriofiM. piMeaea, 
etc. A Minimum wagpt Bdw wa 4 
set up by the Goveriiment> mini* 
mum wages were also fixisd in 9 
scheduled employments under 
Minimum Wages Am I9S8. How¬ 
ever, the recommendations regard¬ 
ing fixation of wages in cotton tex¬ 
tiles, cement and metal industries 
were put off due to the appoimment 
of Central Wage Boards. 

Again, the Rajasthan Producti¬ 
vity Council has been set up on the 
recommendation of The Board, 
Workers’ Education Programme has 
been initiated in this region on the 
request of the Board. The Board 
at its fourth meeting had requested 
the Government of India to keep 
at least one centre in Rajasthan 
implementing the programme of 
workers’ eoucation. Further, on 
tile suggestion of the siih-Committee 
appointed by the Board two centres 
were opened by the Slate Govern¬ 
ment in 1958 to impart training in 
labour laws to trade union workers. 

The Industrial Housing Program¬ 
me got additional fillip due to the 
concern expressed by the Board at 
many of its meetings. A Standing 
Labour Committee on the lines of 
such a committee at the National 
level was set up by the Govern¬ 
ment in October 1960. TTic Com¬ 
mittee has met twice in these one 
and half years and has made im¬ 
portant recommendations. In the 
light of discuariofls at the meetings 
of the Board and its recommenda¬ 
tions the State Government has 
taken effective step* to enforce the 
Code of Discipline and scheme of 
joint participation in management.' 
Further, the Government has re¬ 
vised the minimum wages for agri¬ 
cultural labour. Inspectors bave 
also been appointed to see to tbe 
enforcement of the legislation in 
this field. 

No Perceptible Impact 

On tbe whole, however, the Board 
has not been able to make any per¬ 
ceptible impact on the labour policy 
and on the maintenance of hanno- 
nious labour-management relations. 


The hopes df chan^ng the attitudes 
of parties in industrial disptitet 
bave not been fulfilled due to the 
lukewarm attitude of the employen 
towards the lecommendatioiis of the 
Board, A member has commented 
on the working of the Board; *Hhe 
Board is a discussion club, where 
the members satisfy their urge fhr 
self-expression. They make loud 
suggestions without being serious 
towards them”, Althouf^ free and 
frank discussion of the problems 
and policies is not unimportant, 
loud thinking and verbal partiedpa- 
tion are not enough to achieve the 
aims of the tripartite machinery. 
The fact that the recommendations 
of the Board have only moral bind¬ 
ing, makes it a weak institution as 
the parties, e^iedally the emplo¬ 
yers, succumb tp moral pressure 
only when it is advantageous to 
them, 

In order to revitalise this madii- 
nery it is necessary to make its re¬ 
commendations more binding. It 
may not be necessaiy to enact l^s- 
lation for this purpose; the Govern¬ 
ment can force the implementation 
of its recommendations by pther 
means also, such as withdrawal of 
certain facilities given to employers- 
The broadening of the membersh^ 
of the Board is also desirable, ft 
would be necessary to give repre¬ 
sentation to al] the industries. The 
constitution of the Bihar Labour 
Advi.sory Board is exemplary where 
representation is on industry basis, 
there being two representatives of 
employers and two of employees of 
every industry. 

Notes 

■* V V Giri, Inaugural speech to the 
first Tripartite Labour Conference, 
Rajasthan, held at Jaipur on March, 
29-30, 1953. One of the subjects 
discussed in this conference was the 
formation of Rajasthan Tripartite 
Labour Advisory Board 

“ “Tripartite Machinery for Labour 
in the Sutes”, Indtan Labour Gat- 
etta, Vol XIII No 12, p 907- For 
composition, structure and working 
of tripartite machinery for labour 
at the centre refer “Tripiartite Con¬ 
sultative Machinery for Labour at 
the Centre”, Indian Labour GatetU, 
Vol XIII, No 7, January 19M. Also 
refer to "Consultative Machinery in 
the Labour Field”, and Tripartite 
Decisions (19‘t7-1962), Labour 
Bureau, Ministry of Labour and 
Employment. Government of India. 

’ V V Giri, op eit. 

* Agenda Notes of Seventh Meeting 
of Labour Advisory Boprd, August 
1963. Note on “Working of Indiw- 
trial Truce Resolution in Rajasthan”. 
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Sfl«i€ii()^cd and £e<Hidndc Explanations 

A Comment 




Samir DaigupUi 

In Mt Spj^ o^Cttl and Economic Explanationt 7 Jtp Illtutrcaion from the Mian Iron 

and Steel industry’^ «a tkiiSwdnmuil Number, Amartya Kumar Sen deline^ei a m^hodological frametdork 
for causal expUtaOdon d^^onomc history. 

This note attempts to comment on some inadequacies of Sen's frttmework and also touches on cer¬ 
tain mportasu, issues wfuch are basic to the type of. methodological discussien he has raised. 

(The author is {nd0led for comments and ertticisms to Professo^ Robert Fogel.) 


J^ET me summarise Sen’s position. 

How should an economic his¬ 
torian go about explaining the oc¬ 
currence of a given economic phe¬ 
nomenon, he asks, when the causal 
forces run both from economic anti 
non-economic factors? The general 
rule is that economists must nh| try 
to explain economic pH^omena 
without also investigatinj^ relevant 
non-economic factors. WfitUrule, 
he thinks, is not of much use as a 
practical guide, and hence the eco¬ 
nomic historian should look for 
purely economic explanation ( ex¬ 
cept in situations where an economic 
event hag no purely ecorwmic cau¬ 
sation ). A purely economic expla¬ 
nation, he adds, can be given if one 
of the two following conditions are 
met : 

“(a) the sociological (by which 
Sen implies non-econoraic) fac¬ 
tors did not have an appreciable 
result on the phenomenon in ques¬ 
tion, or (b) the sociological fac¬ 
tors themselves could, in their 
turn, be explained by economic 
factors”. 

Type (b) explanation, further¬ 
more, need not be confined to a two- 
stage enquiry; the search for alt'eco- 
nomic explanation could be stretdi- 
ed as many steps backward as 
nt'cessarv in order to hit upon a 
purely economic cause. Finally, in 
such cases of multi-stage enquiry the 
economic historian should normally 
stop his investigation as soon as he 
arrives at a purely economic expla¬ 
nation. 

n 

Range of Alternative 
PoasiblUtiea 

Now it is not clear why Sen thinks 
that, between his type (a) and type 
(b) explanations, the relevant 
range of altenmtive possibilities is 
exhausted. In describing the two 


types he talks of economic or non¬ 
economic factors having ‘apprecia¬ 
ble effects’ on a given phenomenon. 
I should presume that, according t(x 
Sen, an event £ having isppreciable 
effects on an event A means that 
R fs a sufficient explanation for A. 
The sufficiency criterion is here 
being understood in the usual 
logical sense (i e, “if B then A”}^ 
One could then easily conceive of 
a situation, say'type (c), where thef# 
were both economic and non-econo¬ 
mic factors in a given unit of histo¬ 
rical period either of which could 
sufficiently explain a given economic 
phenomenon occurring in (let us 
say) the immediate subsequent pe¬ 
riod. Pictorially, if Sen’s type (a) 


rits” approach, his two-type frame¬ 
work discreetly evades the basic 
issue. Neither type (a) nor type 
(h) faces the normal problem of 
comparing at each stage the relative 
merits of two classes of causal force 
when each may serve as a sufficient 
explanation for a given event. In 
^ cither words. Sen not only criticises 
“fhe above approach but also impli¬ 
citly denies the existence of the con¬ 
stant problem of comparison in a 
chain of sufficient causes, each link 
of which is composed of both eco¬ 
nomic and non-economic factors. 
The real trouble with the “ each case 
on its merits” approach arises pre¬ 
cisely when a relevant ‘link’ invol¬ 
ves both classes of sufficient causes. 


looks like 


-3 


like B—(C)then the suggested 


type 

look 


like 


(c) will, in its simplest form, 


Perfiaps Sen’s contention is that 
(C) and type (b) a situation like type (c) need not 
bother the economic historian; he 
should look upon this as a variant 
of type (a) insofar as there existed 
a sufficient economic explanation 
(e g B) in the itiunediate neigh¬ 
bourhood of the event A. While 
logically there is nothing wrong 
about this approach, it is hard to see 
how the economic historian can hope 
to do a fruitful job by strictly adhe¬ 
ring to this sufficiency criterion. 
When most thoughtful economic his¬ 
torians are now striving hard to 
turn the surge of analytical frag¬ 
mentation (wnich has been aggra- 


^D'or (d) 


The symbols in brackets stand 
for non-economic factors, an arrow 
indicates, the direction of causa¬ 
tion, and a line running between 


. , , . <.1. * iiieniaiion twuicxi xias aicKia- 

any pair of s^bols suggests the.r 


contemporaneity. 

I refer to this possibility for no 
less a reason than that it is a highly 
typical situation encountered by 
economic historians. For example, 
if Rosen' did not make the rather 
brusque and unpredicated assertion 
that, in the period of his concern, 
political factors were insignificant, 
his case would have conformed to 
type (c) rather than type (a)“. It 
is also to be noted that while Sen 
debunks the "each case on its me¬ 


sitivistic approach to history) and 
revert to their original quest for 
“ interrelationships between various 
aspects of history ’”, it is natural 
for one to look askance at Sen’s ap¬ 
proach, Certainly, in formulating 
his approach he has paid only lip 
service to the fundamental question 
of what are the objectives of econo¬ 
mic history. 

The objective of the economic 
historian cannot be just to look for 
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the ftequeatly intoiri^pted ecohontic 
genealogy of an economic event. 
And this is not because economic 
causes are insignificant, but preci- 
',cly because, as Marx "understood, 
all other facets of bistory are so vita¬ 
lly related to the economic one. The 
significance of the economic factor 
cannot be determined by virtue of 
Its sufficient explanatory power 
(whicli Sen emphasises), but by un¬ 
derstanding its place in any group 
of historical factors, both economic 
and non-cconomic. If, therefore, any 
Marxian is guilty of interpreting 
“economic determinism” in a moni¬ 
stic or metaphysical way. Sen is 
equally at fault for offering an arti¬ 
ficial formula which merely pre¬ 
tends to have taken care of the inter¬ 
relationships between economic and 
other causes at each stage of causal 
enquiry To quote a metaphor used 
liy Edwin Cay, "economic history 
IS more than a longitudiiwil cut 
through the whole fabric of 
history” * 

III 

Empty Boxes 

Since Sen has not even alluded 
to the type (c) situation, let me an- 
fiiipdte an alternative procedure 
which he might wish to follow when 
faced with such a situation. He 
might argue that, for purposes of 
the economic liistoiian, type (c) 
■■lioitld boil down to type (a) if the 
(dijsal force of “B—>-A” were signi- 
junnlly stionger'' than that of 
A”; in the reverse case it 
should boil down to type (b). In fact, 
viewed in this way, type (c) becomes 
.1 general framework of causal rela¬ 
tionships which subsumes type (a) 
and type (b) as special case-s. Now, 
On the fare of it, this sounds sensible 
in that any attempt to weigh the 
causal impact of economic factors 
against that of non-economic fac¬ 
tors will, in that very process, en¬ 
lighten the observer about the signi- 
licant interrelationships underly¬ 
ing a particular historical perrod. 

However, this “ successive compa- 
lative method ” (as we might call it 
for want of a better name), which 
'•hould lend itself to a good deal of 
quantitative research, involves a 
number of thorny problems without 
a knowledge of which it would be 
IIresponsible to trv to work with it. 
The discussion below points up 
some of these difficulties and there¬ 


by servaa to draw out some of diose 
‘boxes’ which Sen did not fill in. 

First, there is the problem of de¬ 
fining, what Sen calls, an economic 
phenomenon. What most often go 
as economic phenomena are expres¬ 
sed in vague generic terras, such as 
the Industrial Revolution, the “ abo¬ 
rted growth ” in a certain country 
in certain period, etc. Each of these 
phenomena has, in reality, a number 
of components or manifestation's, 
each of which may be taken as re¬ 
presentative of the given phenome¬ 
non. “ Aborted growth ” may, for 
instance, be made to imply a low 
and stagnant per capita income, or 
an unresponsive, sub-optimal occu¬ 
pation stnnfure, or an unchanging 
and large relative share of agricul¬ 
ture in a stagnant national income, 
or some other thing Usually, the 
economic historian, in order to fa-, 
cilitate his causal explanation, tends 
to have hib eyes fixed on one single 
manifestation (-winch he then treats 
coterminously with the general phe¬ 
nomenon) and to look for a suffici¬ 
ent cause for it. 

Now, although in a given situa¬ 
tion the various manifestations of 
the phenomenon may exist together 
and he interrelated in many subtle 
ways, it is, doubtful if a cause which 
explains one manifestation would 
also be sufficient to explain another. 
Yet this is the type of limited cau¬ 
sal analysis which the economic his¬ 
torian most often undertakes to ex¬ 
plain a general phenomenon. So, 
even when he blandly claims that 
he has been able to ‘explain’ some¬ 
thing, hi', explanation is only parti¬ 
ally sufficient. The picture would 
become all the more complicated if 
different economic hi.storians ap- 
firoached the same phenomenon 
through Its several manifestations, 
measured the different causal rela¬ 
tionships by using widely different 
techniques, and then each one emer¬ 
ged with his ‘general’ conclusion 
regarding historical causality. 

Of course, one might «ay that the 
task of the economic historian need 
not be to explain general phenomena 
but to explain specific events. But 
specific events as such are not ma¬ 
tters of great interest; they become 
interesting only when thev are ge¬ 
neral enough to focus back on phe¬ 
nomena of wider relevance, so that 
by studying such specific events the 


ecbtiAtnic Mstorins may try to arrive 
at several hypotheses. As sOon, how¬ 
ever, as he looks upon a given spe¬ 
cific event as a manifestation oi a 
general phenomenon, he is faced 
with a number of rival manifesta¬ 
tions and is, therefore, dtrown bad: 
to the problem I originally referred 
to. 

Another problem has to do with 
the nature of general laws which 
the economic historian is supposed to 
use in order to tie up a cause (say 
C) with an effect (say E). Let me 
be more explicit. When we claim 
that an event C has caused the event 
to be explained, E, we always imply 
that there are some general laws on 
which the explanation is based. 
There is no difference in this respect 
between history and the natural sci¬ 
ences. (General laws are nothing but 
^.empirical hypotheses which are in¬ 
terposed between a certain C and a 
certain E to suggest that E was not 
accidental but was to be rationallv 
expected in view of certain antece¬ 
dent or simultaneous conditions. 
Very seldom, however, are general 
laws adequately tqielled out in his¬ 
torical explanations, and seldom can 
these inadequacies be simply dis¬ 
missed as inessential. Even when 
explicit statements of certain gene¬ 
ral regularities are made, they most 
often “ relate to individual or so¬ 
cial psychology, which somehow is 
supposed to be familiar to everybody 
through his everyday experience; 
thus thev are tacitly taken for gran¬ 
ted”." 

Now, the method of invoking fa¬ 
miliar experience or empathetic un¬ 
derstanding may have a special 
value in historical research. But the 
extent to which any confusion bet¬ 
ween them and what can be termed 
“ general laws ” may vitiate causal 
analysis in eronomic history (among 
other fields) is usually not realised. 
In a highly significant wo^k^ R W 
Fogel has recently exploded the mytli 
of the ‘‘ railroad revolution ’’ in 
American history. The reason Le- 
land fotiks® and Christopher Sevage" 
considered the railroad as the sine 
qua non of American economic 
growth, and W W Rostow lists the 
V S first among the countries in 
which the influence of the railroad 
on their “ take-offs ” was “ deci¬ 
sive is to be sought not so much 
in historical facts and figures as in 
theit unquestioning and tacit ac- 

1413 








ocptAiice of a “ ianiiliar cxpewiicc 
and treating: it as a “ gcnrial law ’. 
Fogel'a sophisUcatod talculation 
rfveal», for example, ihe astoundinp 
fact that the “social saving” attri- 
hutablc to the railroad in the trans¬ 
portation of agrkiiltiiru! product^ 
(around 1H90) must have hren av 
low as less than 2 per tent of the 
national income. 



This leads to the view that all 
specifically historical liws are of a 
statistical character similar to that 
of the “macro-laws” in physics.'* 
It sperns justifiable to think that 
the type of explanation just mentio¬ 
ned IS based on probability hypo¬ 
theses rather than on laws in the 
form of universal conditions; that a 
net-work of railroads will cause an 



pcononiic **taJtep-P^ ho imaer- 
ted only B, pr^ahility be¬ 
cause the hypothesis underlying this 
explanation has a high statistical 
probability of being valid, One of 
the important tasks of the economic 
historian would, therefore, be to 
ascertain the probability limits of the 
so-called universal hypotheses in 
order to judge of their scope, and 
empirical foundation. 
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Hie Prdbal^ttty Angle ' 

It might be useful to take another 
look at Sen’s framework fn>m the 
probabilitjr angle. Consider, for 
example, his type (a) explanation 
which may take the extended ,form: 

♦A. Now, since B md actu¬ 
ally occur and did sufficiently explain 
A, Sen would stop his enquiry at 
stage B. But suppose upon furthei 
enquiry it turned out t^t i) 

Pa [B but not (c)]< 

Pa [(c) but not B], 
and also that ii) 

Pb [(c)J< Pb‘ [(c)], 
for any B‘ (which may or may not 
be able to explain A). Here Pa 
[B but not (c)], for example, 
symbolises the conditional probabi¬ 
lity of A, given B but not (C). In 
this situation, not only is (C) a 
more fundamental determinant of 
A than is B; the second criterion 
also assures that B is a highly aty¬ 
pical or, what Clapham would call, 
“unrepresentative” historical event.’" 
In other words, if, as in our exam¬ 
ple, the relative frequency with 
which B occurs when (C) is present 
is extremely low (condition ii), and 
the hypothesis relating A to B has 
a low probability value (condition 
i), Sen’s framework would prove too 
superficial to be of much value in 
understanding, let alone generalising 
fiom, economic history. As Morris 
Raphael Cohen, commcnling on the 
lole of the historian, observes ; To 
say that a thing happened the way 
U did i.s not at all illuminating. We 
can understand the significance of 
what did happen only if we contrast 
it with what might have happened. 

Notes 

^ George Rosen, “A Case of Aborted 
Growth- India 1860-1900”, The 
Economic Weekly, August 11, 1962 

- In his reply (January 5, 1963), 

however, Rosen seems to grant that 
there might have been non-econoraic 
factors as well which alone could 
sufficiently explain the phenomenon 
of his concern He merely contends 
that on grounds of methodology he 
wants to abstract from them 

’ In the growing volume of literature 
on the sterility of departmentalised 
historical research and the conse 
quent need for a “higher syntheds’’ 
by economic historians, mention may 
he made of J U Net’s article "What 
18 Economic History?", The Jour¬ 
nal of Economic History (Supple¬ 
ment), December 1944. 

* Edwin F Gay, "The Tasks of Eco¬ 
nomic History”, The Journal of 


Ecommk 0tmry ifSupiilajBiwnt)^ 
December - HHfl-. 

Some possible vtnyt in which a state¬ 
ment of the schematic form: “B is 
more itiQiortant (or bask or funda¬ 
mental) determinant of A than is 
(G)” may be pretemed are discuss¬ 
ed in Ernest Nagdl's article, “Same 
Issues in the Lcnic of Historical 
Analyiis”, Scsentific Monthly, 1952, 

" C G Hempei, “The Function of 
General Laws in History” in “The¬ 
ories of History” (Iliinoii, 1959), 
Edited by Patrick Gardiner. 

^ Some preliminary finduigs of Fogel's, 
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Journal of Economic History, June 
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“ See £ Zilsel’s paper on “Physics and 
the Problem of Histonco-Sociological 
Laws”, "Philosophy of Science", 
vol 8, 1941. 
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Reply 


Amartya Komar Sen 

/ had disimmished between two types of putely economic explaniUions. Type (a) includes the 
cases uhere “iocioloeual (non-economicj factors did not have an appreciMe result m ttK plunpmerMn. ui 
quistion", and type (h) includes cases where “the sociological faoturs did have appreciable effects, but the 
sociological facUirs themselves cenild, in their turn, be explained by economic factors . 

Samir Dasguptu decides to reinterpret all this, and says, “I should presume that, according to an 
event B having appreciable effects on an event A means that B ts a sufficient explamaUon for A • Why he 
should presume this is not made clear, and the result of this substUution is a complete change in the mean¬ 
ing oj my sentences, as can be readily seen. 

A second element in Dasgupta's critique arises from what 1 believe is a confusion between classes 
of economic nituations and classes of explanation** of those economic situations. 


'J'HERE js much in Samir Das- 
gupta’s rejoinder lo my nole 
that 1 find of inteiest and value. 
He tackles a much wider problem 
than 1 did, viz, providing “a metho¬ 
dological framework foi causal ex¬ 
planation m eionomic hisloiy'’. He 
18 over-generous in thinking that 
this was the object of my note also, 
since I hud made it clear in my note 
that I was trying to tackle the much 
smaller problem of distinguishing 
between two tyjies of “purely eco¬ 
nomic explanations’’ m history, and 
illustrating the more complicated of 
the two in terms of some examples 
selected from the actual history of 
the Indian iron and steel industry. 

I am, however, a little surprised 
to find that Oasgupta .seriously mis¬ 
represents niy position, no doubt un¬ 
wittingly. What he does is lo subs¬ 
titute a collection of words in my 
paper by a collection of his own, 
and then proceeds “to look askance 
at Sen’.s approach”. In my note I 
had distinguished between two types 
of purely economic explanations. 
Type (a) includes the cases where 
“nociological (non-economic) fac¬ 
tors did not have an appreciable 
result on the phenomenon in ques¬ 
tion”, and type (b) includes cases 
where “the sociological factors did 
have appreciable effects, but the 
sociological factors themselves could, 
in tlicir turn, he explained hy eco¬ 
nomic factors”, Samri Dasgupta de¬ 
cides to reinterpret all this, and 
says, “I should presume that, ac¬ 
cording to Sen, an event B having 
appreciable effects on an event A 
means that B k a sufficient exjdana- 
tion for A”, Wliy he should presume 
this is not made clear, and the result 
of this substitution is a complete 
change in the meaning of my senten- 
can be readily seen. Type (b) 



is now no longer allowed to include 
explanations that involve both eco¬ 
nomic and non-economic factors 
(the latter being further reducible 
to economic ones), but now must 
include only non-economic factors, 
just as type (a) must include only 
economic ones Mixtures of econo¬ 
mic and non-economic factors, which 
I clearly meant to include, are now 
left out by this substitution of words, 
and i am assumed to rule out links 
in the chains of explanation that 
are “composed of both economic 
and non-economic factors”. The re¬ 
sulting criticism is, I claim, un¬ 
deserved. 

Confusion of Culegorios 

A second element in Dasgupta’.s 
critique arises from what 1 believe 
is a confusion between classes of 
economic situations and classes of 
explanations of those economic situa¬ 
tions- My types (a) and (b) are, 
as I made explicit, types of expla¬ 
nations. To these Dasgupta wishes 
to add type (r), which is seen to 
be not a type of explanation at all, 
but a situation to which explana¬ 
tions are to be fitted. The resulting 
confusion of categories provides 
Dasgupta with his chief weapon in 
this part of his critique. We can 
recall his argument on this: “Now 
it is not clear why Sen thinks that, 
between his tyjie (a) and type (b) 
expfanotioiu, the relevant range of 
alternative possibilities is exhausted. 
....One could then easily conceive of 
a situation, say type (c), where 
there were both economic and non¬ 
economic factors in a given unit of 
historioal period either of which 
could sufficiently explain a given 
economic phenomenon occuring in 
(let us say) the immediate subsequ¬ 
ent period” (italics added). This is 


a situation to which more than one 
explanation can be fitted, one of it 
IS a type (a) explanation, and the 
other IS either a type (b) explana¬ 
tion (if the non-economic factors 
could themselves be explained by 
economic factors m one step oi 
many), or cannot be made into a 
purely economic explanation at all, 
thereby putting it outside the range 
of both type (a) and type (b). As 
a type of situation that we may 
face this is not an unusual one, and 
the possibility of more than one ex¬ 
planation is present whenever the 
assumption of one-to-one causality 
IS dropped, and/or the assumption 
of incomplete knowledge is made 
But why add this eminently inte¬ 
resting situation to a list of differ¬ 
ent kinds of explanations To call 
It type (c) seems to me lo he Imsed 
on a lather unfortunate confusion 
about the logic of the classification. 

Regarding the question why I 
assume that type (a) and type (b) 
explanations exhaust all purely eco¬ 
nomic explanations, the answer i** 
simple As 1 defined a purely eco¬ 
nomic explanation, it is one where 
irrespective cf the number of steps 
all the relevant factors are reduci¬ 
ble to purely economic phenomena 
If this is not the case, the explatui¬ 
tion in question is not puiely eco¬ 
nomic Now all explanations that 
satisfy the condition of being pure¬ 
ly econcmnic, can be divided into 
two groups, namely those that in¬ 
volve only one step in this reduc¬ 
tion, and those that involve more. 
If it involves one step, it is an ex¬ 
planation of type (a); if it involves 
more, it is of type (b). And this 
exhausts the list of posstbifities of 
purely economic explanations. 

All this is so obvious that theie 
is hardly an excuse for stating it. 



an4 piofxnltibiii 2 0t -^orwaupd 
was 90 ain^ that { would not have 
ihe CQUtago <or felt the need) to 
give a. pnmf of it, had the of^>osite 
not been maintained hy Dasgupta. 
The more interesting, part of my 
note is concerned with an actual 
illuMration from the histoisy., of 
India’s steel industry, where H is 
( jear that a type (a) explanation 
does not work, but type <b) conce* 
ivably might. Dasgupta does not go 
into this, as his interest, in this 
paper, is purely methodological. 

The whole of Dasgupta’s critique 
springs from one or the other of 
these two confusions described 
above. Let me assure him that I 
approve of his quoting the eloqu¬ 
ent, if a little verbose, statement of 
idwin Gay, “economic history is 
more than a longitudinal cut 
through the whole fabric of histo¬ 
ry’’. Sure enough, it is; and he 
would have no reason to think that 
I doubt this, if he had not arbitrari* 
iy susbstituted my words with his 
own, and if he remembered that 
types (a) and (b) refer to explana¬ 
tions and not to situations demand¬ 
ing explanation. In fact the reason 
for which T had expressed a little 
criticism of Rosen’s interesting study 
of Indian economic history (TAc 
Economic Weekly, August 11, 1962) 
in my note, was that Rosen had tried 
a purely economic explanation of 
India’s aborted growth by leaving 
out non-economie factors altogether, 
] e, tried a type (a) expliination. 

ProbabiUties and the Suflicienry 
Condition 

In the last section of his paper, 
Dasgupta makes a couple of state¬ 
ments involving probabilities, ' and 
I oncludes somewhat mysteriously 
from it that “Sen’s framework would 
))rove too superficial to he of much 
value in ui^erstanding, let alone 
generalising from, economic histo- 
ly”. This critici«n again is based 
on the two confusions on my note 
Inferred to earlier, but to be fair to 
Dasgupta we should judge his pro¬ 
positions as potentially valuable in 
themselves. The questions that Das¬ 
gupta poses can be put in this way. 
Suppose event A is observed, aira 
■inother event B, which is alsoi ob* 
'■erved, can “sufficiently explain' A’’. 
R is an economic factor, but it in 
Us turn can be explained by (C), 
a non-economic factor. Let ug as- 


*vam 'fM alaa tsiqp^n A.' 

Now, we adght choose ,B aa an ex* 
planation, since did occur and 
did sufficiently explain A’’, but this, 
Da^Upta points out, will be unwise, 
if the probability of having A given 
B, but not (C), is leas than the pro* 
bability of having A given (C), but 
not B. Furdiermore, if the proba¬ 
bility of having B given (C), is Jess 
than the probability of having 
given (C), then B is “highly aty¬ 
pical”. To bh rigorous, Dasgupta i 
should state that B* implies the ab¬ 
sence' of B, but I -do ■ not. want to 
raise such a trivial objection. What 
is, however, not so trivial, is that all 
this contradicts Dasgupta’s earlier 
definition of a “sufficient” explana¬ 
tion. He had defined B being a 
sufficient explanation for A to mean 
“if A then B”. If this is the case, 
then the probability of having A 
given B is no less than a hundred 
per cent, and thus the assumption 
that the probability of having A 
given (C) is higher than this, is not 
a permissible assumption. Perhaps 
he does not mean that B did “suffi¬ 
ciently explain A”. Once this con¬ 
tradiction is removed, what Dasgupta 
says is quite true. The propositions 
are not such that they will make us 
wild with enthusiasm, but I do feel 
that in emphasising the probability 
elements in historical calculations, 
Dasgupta is on the right line. 

Nabendu Sen’s Critique 

I would like to take this opportu¬ 
nity of saying a few words on 
Nabendu Sen’s rejoinder to my 
note {The Economic Weekly, May 
18, 1963). This was concerned with 
the discussion I had on the history 
of the Indian iron and steel industry. 

I had suggested there that no pine- 
ly economic explanation of type (a) 
could be given to the major trends 
of the Indian iron and steel indus¬ 
try, in the line of the general indus¬ 
trial framework suggested by Rosen, 
because shifts in ffie policy of the 
Government, had crucial effects on 
the history. But I put forward the 
hypothesis that a type (b) exnlana- 
tion may still conceivably work, be¬ 
cause the major shift* in Government 
policy could perhaps be altrffiuted 
to certain economic chanps. 1 hadj 
timed the first of G^rnment 
policy in ISSds — from a policy of 
favouring iron and steel enterprises 
in India to a policy of not giving 
much assistance, and the second to- 


Iwatds a more favourable polfey Was 
put iu the hut few yean of the I9th 
century, Shri Nabendu Sen does 
not raise any question about the 
existence or the timing of the second 
shift, nor about the explanation of 
it suggested by me,, but he ^is 
doubtful about the existence of the 
first shift To support his doubts 
he puts forward an interesting col¬ 
lection of data. He agrees that “tiu 
attitude of the Government may 
have been largely responsible for 
the failure of private enterprise in 
these early attempts”. But he feels 
that in this respect the iron and 
steel industty Was not any worse 
treated than other Indian industries. 
The Government just did not be¬ 
lieve in granting financial assistance 
to industries, with the exception of 
railway companies. The exploration 
and experimentation work was, 
however, continued, and Nabendu 
Sen feels that it was mainly because 
the “trunk routes” were constructed 
first in the Indian railways that the 
iron and steel industry in India did 
not get a sufficient stimulus to start. 

My chief difficulties with the 
hypothesis that there was no shift 
in Government policy in this period 
are the following First, regarding 
financial assistance there clearly was 
a shift. Mr Heath’s enterprise in 
the period up to the ISSOs received 
financial assistance of very consider¬ 
able amount, and no company re¬ 
ceived this after 1850s in the rest 
of the century. Secondly, while 
non-financial assistance was also 
easily forthcoming in the early pe¬ 
riod, it was not later, one example 
of which is the failure of Jamshedji 
Tata to receive his transport conces¬ 
sions in 1880. It 19 a combination 
of considerations of this type that 
led the chief historian of Indian iron 
and steel industry, viz, Lovat Fraser, 
to conclude : “At this time (in the 
fifties) a new obstacle was obtrud¬ 
ed. The Government India had 
become more than ever imbued with 
the spirit of unfriendliness to a-ni- 
mereial undertakings which, for so 
long a period, helped to paralyse 
: the iiMustrial development of 
India”. (“Iron and Steel In India”, 
.Bombay,,.1919: p 6 ). In fact, the 
fstrl of the existence of both the 
Ahi^ts. I had taken, as 1 explained, 
from Fraser’s own analysis Wliere 
I had differed was in the explana¬ 
tion of these shifts, which Fraser 




W ntnbuted to purely pemonai 
iactor* in the oflkialdom. But this 
is not what Nabeudu Sen disputes, 
sitice he confines hunstdf to the 
question about the existence oi the 
tdiift. Finally, i feel that Sen might 
have been a little misled by his 
juxtaposition of the problem of 
shifts over time, and of differences 
between industries. He argues that 
“to prove that a shift occurred, we 


have to show that the Govemmont 
was oiTering leas favourable terms 
to iron and steel indutries than to 
other industries” (p 813). I do not 
believe I have to show this; all 1 
have to show is that the Government 
was oflfenng less favourable terms to 
this industry in the later period than 
in the earlier. And about this .-hifl 
over time of the terms offered, 1 
have already quoted some evidence. 



In apite of alt 1 .tjbink 

we should dinnisa f^abendu Son’s 
doubts about the diifts altt^^ether. 
It is a complex question, and my 
data and those of Fraser, make it 
look plausible, but no more than 
that 9 an be claime.d at this stage. 
Further research can contradict this, 
but I have indicated above why 1 
feel that cbanceB are that it witl not. 


Textiles are major earners of Foreign Exchange^- 
the label ‘Sanforized^ can kelp increase Cotton Exports! 


Ovfr 3 ^ yeAn Ago, textitet hcftded IftdU'i ttic of exports. 
Arab dnovrt carried them to Peman Gulf ports and they 
were sold in the markets of Greece and Rome Every¬ 
where, Indian fabrics were richly prixed and highly priced 
Today, they are sull nmor 
earners of foreign exchange ~ 
and will earn more in the 
future as Indian mills produce 
increasing quantities of better 
quality, finished cloths and new 
foreign markets are tapped 
The label ‘Sanforized* can be 


tremendous Kelp m the tale of Indian cottons abroad 
Recognised the world over,thU trademark js known and 
Crust^ by millions of consumers in 49 countries as deno¬ 
ting a uniform standard of shrinkage control. In India, 
the label"Sanfonzed’ has help¬ 
ed to improve the quality and 
enlarge the variety of cotton 
fabnes. Itk t^e markets of the 
world, the label * Sanforized* 
can be of inestimable benefit 
by helping to build bigger, 
more profitable textile exports. 


XANFORiZED' 

RtCO TO MK 


iMuad by Clueit, Peabody 4 Co., lac <tAcorporated (n the U S A. 
with limited liability) propr i giefi of the rcghteml trademark 
‘Sanforized* The tradoaark proprietors use the trademark 
'SANFORIZED*, or permit in use by authorised rcgMtCfcd users, 
only In reipaet of tested fabric wbkh meeu the trademark pro* 
prteiors* strict raquiremaots as 10 residual ihrinkage 

For information: ‘Sanforized’ Service 

95 , Marine Drive, Bombay « 
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Pfdftieal Uneertainty Dominates Sentiment 


^HE stock mai'k^ is most uiieosy, 

■*■ Neitljer bol^s nor bears are hap^ 
py because price fluctuations have 
been too erratic to make much sen* 
se The pi ice pattern is being moul- 
HeJ almost entirely by the day-to- 
day political news. Not-infrequent 
foiecasts of an imminent attack by 
China have completely shaken the 
market's morale and not unofteii 
gams recorded over weeks have 
been wiped out in a matter of 
few hours. If the market has 
managed to keep above the lowest 
level recorded after Shri Morarji 
Desai’s big assault on the corporated 
sector in an all-out effort to mobi¬ 
lise funds for meeting the Chinese 
aggression it is partly betfange of 
the improved performanee of certain 
inilustlies like steel, cement, chemi- 
lals and engineering and partly beca¬ 
use of the substantial institutional 
support which has led to a marked 
lief line in the floating stocks of cer¬ 
tain leading scrips. Growing offici¬ 
al concern ovei the depressed con¬ 
ditions ill the capital market has also 
had a steadying effect on the gene¬ 
ral market sentiment. 

New Delhi's concern over the 
slump in the investment market pro- 
\ ides an interesting contrast to its 
generally indifferent attitude towards 
ilevelopmenls in the stock market. 
Big Business has not been slow in 
taking advantage of the Govern¬ 
ment’s anxiety to tone up the capital 
market and it has been trying hard 
to convince the Government tj;ip|'the 
only effective way to revive the ca¬ 
pital market is to change 'its fiscal 
policies which have mopped up in¬ 
dividual and corporate savings and 
shattered investors’ confidence. That 
fiscal policy has an important bear¬ 
ing on the outlook for equitie| will 
he readily conceded. But it would 
he rash to suggest that the prevai¬ 
ling stalemate in the capital market 
I'- due entirely or even mainly to 
the Government’s fiscal policy. It 
IS surprising that discussions at the 
lecent FICCI seminar on the state 
of the capital market showed little 
awareness of the fact that the heavy 
def'line in equity prices from the 
1961-62 peak levels represents very 


largely an important readjustment to 
the trend towards higher interest 
rates. For notwithstanding the 
heavy fall in prices not many sha¬ 
res offer a return which could be 
considered to be very attractive conw 
pared to the prevailing structure of 
interest rates. And the slump m new 
issues is also in no small measiirv 
the inevitable consequence of the 
boom in 1959 to through early 1962; 
the boom had assumed unhealthy 
proportion in its later stages. And 
as rightly pointed out by the chair¬ 
man of the Life Insurance Corpo¬ 
ration, Shri B K Kaul, the promo¬ 
ters of new issues cannot escape the 
blame for undermining investors’ 
confidence as a result of wide gap 
between the promises held out in the 
prospectuses and the performances 
of the industries thereafter. In most 
cases estimate.^ of project costs have 
had to be revised upward by sub¬ 
stantial margins. But by far the 
most important single factor which 
has led to the present crisis of con¬ 
fidence in the investment market, 
especially the market for new issues, 
18 the growing political uncertainty 
following the steady deterioration 
III India’s relations with China and 
also Pakistan. Prospective invest¬ 
ors are reluctant to risk their savings 
in new ventures so long as the threat 
of Chinese aggression persists. Tlu re 
are many ways in which investors 
can utilise their savings and locking 
up of funds in new ventures at tin's 
juncture appears to be the least 
attractive, 

OfllcUI Move 

New Delhi’s anxiety to tone up 
the capital market is understandable 
because industrial growth will be 
adversely affected if industries, old 
or new, are unable to raise suffici¬ 
ent funds from public. But it is ex¬ 
tremely doubtful whether the mea¬ 
sures proposed by the Government 
will be of any great help in restoring 
confidence in the investment market. 
Industrial Finance Corporation and 
the ICICI are being asked to play 
a more active role in underwriting 
for which the Government has as¬ 
sured them the necessary financial 


'Wednesday, Moraine 

assistance. There is also a suggestion 
that the Life Insurance Corporation' 
should join hands with IFC and 
ICICI in building up something like 
an underwriters’ pool for taking up 
shares unabsorbed by the public. 
The scope for such operation.s is 
limited because these institutions 
are already doing a good deal of 
underwriting work and they cannot 
be expected to make underwriting 
as their main objective. And to 
the extent that these institutions 
will be obliged to lock up then 
funds in new issues their ability 
to give normal financial assistance 
to the industry will be affected. The 
•Government’s move to make ava'* 
table to industry larger funds more 
freely through the State Bank and 
the Reserve Bank of India is wel¬ 
come but this again cannot hove 
any appreciable impact on the con¬ 
ditions in the capital market. Con¬ 
fidence is unlikely to return to the 
market unless there is a distinct im¬ 
provement in the political situation. 
The threat of renewed Chinese ag¬ 
gression is the market’s main worry 
but it is by no means the only wor¬ 
ry. The stock market is considera¬ 
bly perturbed over the steady dete¬ 
rioration in the morale of the ad¬ 
ministrative machinery because this 
makes it difficult for investors to as¬ 
sess the economic prospect clearly. 
Tone up the administration and dis¬ 
pel the threat of Chinese attack and 
the capital market will then take 
care of itself At the moment, stock 
market’s interest is focussed mainlv 
on the likely changes in the Cabinet 
in the near future. 


Cotton 

Weather Holds the Key 

THE 1962-63 cotton season is now 
drawing to a close. The turnover 
in the spot market is extremely 
■(^tniited which is quite normal for 
this time of the year. Cotton men 
while away their time gossiping 
about the weather which alone holds 
the key to the new crop. The-future 
of the cotton trade depends almost 
entirely on the unpredictable wea¬ 
ther. The trade can live in peace, 
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the supervisory sytteRi notwithstan¬ 
ding, if the aup is good and prices 
keep well within the ceiling rates 
Fortunately for tiic trade, the current 
aeason will end with a fairly Jatpt 
carryover of ahout 2(1/21 lakh bale- 
And if the country is lucky enoupli 
to have another good harvest cotton 
prices can again he expected 1“ 
keep well within the ceiling—pro- 
Iiably lower than in the 1962 6 i 
season. 

The progress of the moowmn s<» 
far is l•onsi(lere(l to he fairly satis¬ 
factory foi the cotton Cl op. (Inlv 
Akola and Vidarbh'i coniplain ahont 
excessive rams though most aieas 
are now in need of clear weathei 
FVolonged wet spell can damage tii'‘ 
crop. It IS however, still loo eaily 
to as.sp8R the crop prospects All that 
out! can do is to pray and hope foi 
the best. Only hulls will feel uneasv 
at the prospeet of a good crop on 
which depends the prosperity of the 
eotlon trade and the textile induslrv 

New cotton crop contract—Jarilla 
March 1964—which had touched a 
high of Rs 720 on the very first dav 
of Its opening on 22nd July was sold 
down to Rs 686.50 (per 8 quintals) 
on 31st July. The latest quotation 
is around Rs 701 and the recent re¬ 
covery is partly technical and par¬ 
tly due to .some anxiety about the 
new crop outlook on account of the 
prolong^ wet spell in certain cot¬ 
ton growing tracts. Despite the fairly 
comfortable supply position, he.ats 
are reluctant to be aggreasive in face 
of the uncertain weather. Bulls are 
also reserved and the few speciil.a- 
tors who have accumulated long 
positions have perhaps done so on 
the view that two successive good 
harvests are a rare phenomenon in 
a country where the crop is alinosi 
entirely at the mercy of the weather. 
The first arrivals of the early moving 
Bijapur and Baramati crop—197/3 
—have realised ceiling prices but 
that could hardly be an indication 
of the trend of cotton prices foi the 
season. He who can forecast the 
weather alone can fell how cotton 
prices will move in the near future. 
Only an astrologer could venture a 
guess on the unpredictable weatbfi. 

Oilseeds 

Steady Despite Good Weather 

'I^THER reports from almost 

all the groundnut producing 
areaa have been encouraging so far. 
JSvan ao the new crop contract — 

1 ^. 
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JaniktfV '11)64"feiwip .rifiASstin^ 

I he decUnr. After totvfiw movetfi^ 
iJown from 22L^ QQ 25fli Ji)iy 
10 Re 212.75 on the Sjflt i'the Janu> 
ary contract is currently quoted 
.tround Rs 217.50 (per 250 kg8)i 
The Steadiness in the npw .<a®p con-, 
tract is dtie mainly to tliie C()p|i^- 
ing remarkable firmness in the'a^ 
material. VanaqJiti interests conli- 
nuc to figure as keen buyers of 
groundnut oil and crushers are 
.ictive buyers of groundnut. The 
demand for groundnut is attribifUtd 
both to good consumer inquiry in 
ml and sustained demand for exj^l- 
Icr cake from solvent extraction 
manufacturers. Spot groundnut and 


Hke groundnut, Ihw^ and artton- 
seed, the cut'rent sea^n’s September 
contract' is quoted it s substantial 
discount of tibout Rs S. per 250 kgs 
over the new crop contract, 

The' export performance of oils 
and oilcakes in ld63 is likely to 
show an appreciable improvement 
over the previous year. Groundnut 
extractions will set a new record 
and export of groundnut oil is like¬ 
ly to exceed 70,000 tons because 
of the liberal incentives and the 
emergence of unexpected buying by 
Spain. Thanks to substantial pur- 

Business Notes 


cfaaam by Rusaia a«ad Saat Ktimpean 
countries, exports of castor oil 4re 
likely to show a big increase over 
the 1962 figure. Shipments during 
the first seven months of the year 
are placed around 28,000 tona. Blx- 
ports of linsmd oil have been very 
disappointing and despite tim export 
incentives, India linseed oil remains 
completely out of world parity. 
Business in linseed cake has also 
continued to be limited, which is 
said to be due mainly to lack of 
confidence among overseas buyers in 
the quality of the Indian stuff. 


groundnut oil prices are very near » i* t i cs ■ 

the season’s highest. This has forced Inuiail irOll and StecI 

Ix'iirs in groundnut September to 

-quare up their "short” positions at ih<. Annual Report and Ac- to this Reserve over the actual 

above the ceiling rate of R® 2.i6—• counls of Indian Iron and Steel for amount of tax remission amounting 
unofficially of course. prices ygjjj. p^ded March 31, 1963, the to Rs 7.38 lakhs is written back 

are expected to hold firm in view directors state that despite many from General Development Reserve 

ol the continued good overseas^ de- difficulties that continue to beset to the Profit and Loss Account. To 

mand for groundnut extractions operations, the Burnpur Works at- conserve the resources of the Com- 

This might continue to have a tamed production approximating the pany for the repayment of heavy 

-iiradying influeiice on the new <^p rated capacity of the plant. This is indebtedness on loan and capital 

(ontract. But it is extremely unlike- t^e highlight of the year. Produc- expenditure account, a sum of Rs 

Iv that the new crop contract will tion of pig iron and steel ingots 3.64 crores (Rs 3 crores in 1961. 

he able to resist the normal sea- and caslings amounted to 1,291, 62) is transferred to General Re- 

sonai decline during August and H25 tonnes and 1,002,039 tonnes, serve. The Profit and Loss Account 

Seplcmber, unless, of course, wea- respectively, compared with 1,187. has taken credit for Rs 15 lakhs 

tlier takes an unfavourable turn and 397 and 934,498 tonnes in the pre- transferred from the Taxation Con- 

adects the new crop Prices must vious year The output of the Com- tingencies Reserve and for Rs 24.72 

decline to levels which are suffici- pany’s Kulti Foundries was slightly lakhs being the balance of last jrar. 

cully low to attract investment buy- affected by market conditions and The Preference Divident^ at 5 p c, 

mg. And with the ceiling price for compared with 1961-62 was lower subject to deduction of tax, absorbs 

the hedge contract fixed at Rs 236, by 6,()64 tonnes at 224,359 tonnes. Rs 17.5.5 lakhs. The Directors have 

ihc current quotation of the Janu- The production of saleable steel proposed ordinary dividend at Rs 

.try contract, around Rs 217.50, can- increased by 58,150 tonnes to 795, 1.60 per share (16 pc) subject to 

imt be deemed to be attractive from 120 tonnes The pre-tax profits deduction of tax (same as in the 

tile speculator’s angle unless the after providing full depreciation on previous year) absorbing Rs 199.05 

(ciling for subsequent contract is the usual “straight line” basis at lakhs. The Balance Sheet shows that 

sinlably revi,sed to allow for the Rs 3.40 crores (Rs .3.35 crores) the Company’s reserves and sur- 

mirinal carryforward charges, have worked out to Rs 911.89 lakhs pluses have at the end of the year 

(mouridnut expellers January crfiit- against Rs 918 78 lakhs In 1961-62 increased to Rs 30.89 crores (Rs 

M(t has eased from Rs 390 to Rs However, the profits of 1961-62 27 89 crores) to support its capital 

>75 per tonne during the past few included the retrospective increase of Rs 15 14 crores. Secured loans 

(lays in spite of the continued good m retention prices relating to declined from Rs 23.31 crores to 

ilcniand for ready expellers from 1960-61 and also sales relating to Rs 21.10 crores. Net block stands 

I xt rat tion manufacturers. previou.s years. The comparable reduced to Rs 61.47 lakhs after de- 


Speculative interest in new crop 
ii'iitracfs of other oilaeeds continues 
lu he restricted and the general ten- 
il' ncy has been rather subdued. 
Linseed March has eased from Rs 
'7 50 to Rs .36.19 (per 50 kgs) and 
'he latest quotation is only slightly 
higher at Rs 36.44 Cottonseed Janu- 
I'v has been neglected arouml 
"H and castor March has gradually 
drifted lower from Rs 167.25 to Rs 
'62.50 over the past few weeks. Un¬ 


gross profit for 1961-62 would only 
be Rs 830.28 lakhs thereby showing 
gross profit higher by Rs 81.61 
lakhs in 1962-63. 

Full provision for depreciation r.’- 
duced the Company’.s liability which, 
including Rs 6 lakhs for SPT. 
amounts to Rs 3.56 crores as against 
Rs 3 96 crores in the previous pe¬ 
riod, Statutory development rebate 
absorbs Rs 22.14 lahks (Rs 21.57 
lakhs) and the excess of the charge 


preciating by Rs 24.16 crores. 

The Directors state in their re¬ 
port that the progress of the forma¬ 
tion of the Company’s subsidiary, 
lisco-Stanton Pipe and Foundry Co 
was retarded by several months by 
the Company holding over action on 
account of the SPT Bill, but after 
modifications were effected in the 
Bill, the matter was pursued and 
the final approval of Government 
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)yu BOW been ol>taine<l for the form¬ 
ation of tlie Company. 

The Chairman, Sir Buen Mooker- 
jee, in his statement circulated with 
the Annual Report has focussed at¬ 
tention on the difficulties still ex 
perienced by the Company m its 
operation and development He has 
complained that since the commis¬ 
sioning of the reniaminp blast fur¬ 
naces of Hindustan Steel during 
the year the quality of the nial sup¬ 
plied to the Company deteriorated 
further, the ash content increasing 
from 18,01 p r to 18.22 pc. Allot¬ 
ment of washed coal meets only 8 
}) (• of the requirements of the Com¬ 
pany while other producers get 
nearly 100 pc While the outturn of 
tested quality saleable steel remain¬ 
ed at 80 p r when the production 
was at 90 p c of the rated capacity 
in jin-vious years, it had to be re¬ 
duced to ulioui 60 pc in 1962-63 
in order to achieve 100 pc capa¬ 
city production The Company has 
thus had to lower its stadards. The 
cut by the Steel Ministry of Rs 
19.50 per tonne in the price re¬ 
commended by the Tariff Commis¬ 
sion resulted in a loss of Rs 405 
lakhs in the gross earnings during 
the two-vcai period to March 31, 
1962 Sir Riren is against working 
at 100 pc capacity. He says; 

A oonslant drive for more and 
more production is fraught mlh 
many risks. With the present qua¬ 
lity of raw materials and irregu¬ 
larity of their supply the task of 
maintaining production is diffi¬ 
cult A modem steel (ilaiil thi'iigli 
robustly built has many delicate 
sections in it needing constant 
care and vigiluncr, Mainlenanie 
must get highest priority even at 
the rost of some loss in produc¬ 
tion, particularly when holding a 
large quantity of spare parts is 
not possible owing to shortage of 
foreign exchange In a full capa¬ 
city production there is always 
the danger of I’hances being taken 
which might result in disaster. 

Sir Riren has also drawn atten¬ 
tion to some of the difficulties faced 
by the Company’s expansion pro¬ 
gramme, planned to he executed in 
two phases which will increase the 
annual production by 3 lakh and 
7 lakh tons, respectively. Since an 
adequate supply of good quality 
metaliurgica] coal is a pre-requisite 
And the private aector plants have 

im 


been asked by Coverninent to make 
themselves self-sufficient in their 
coal requirement, the Company’s 
future expansion hinges upon the 
development of its coal bearing 
properties. Although the foreign 
part of the cost of the project is 
covered by a World Bank loan of 
19.5 million dollars, rupee finance 
for meeting the local cost of the 
project has become a grave problem, 
because of. 

(i) lack of government support 
for land acquisition, 

(II) impact of 1962-63 budget 
on import and excise duties, freight, 
etc. which have put up the estimat¬ 
ed costs by Rs 459 lakhs, and, 

(nil severe loss in earnings 
caused by lower retention prices 
than recommended by the Tariff 
(ioinmiHsion. 

The Company has, however, 
made some proposals on this ques¬ 
tion and IS awaiting the Govern¬ 
ment’s reply. 

Sir Biren has taken strong ex¬ 
ception to the proposal of govern¬ 
ment to restrict supply of pig iron 
from Burnpur to Kulti and divert 
It to other Foundries and pipe 
manufacturers. This proposal 
would, in his view, bring about a 
curtailment of operations at Kulti 
and thereby would not only involve 
retrenchment of staff and payment 
of compeasation of about Rs 20 
lakhs but also result in loss of earn¬ 
ings by Rs 55 lakhs per annum 
The Company has made a strong 
representation against the jiroposal. 

The move for decontrol of dis- 
tiihulion and prices of steel which 
IS under the consideration of Gov¬ 
ernment IS welcomed by Sir Biren 
who howevci hold.s the view that, 
the steel industry being not yet in 
a position to meet the demand in 
full, it will he m the interests of 
the country, the consumers and the 
indu.stry if Government control is 
replaced by a modified control on 
a voluntary basis by the industry 
itself. 

New Standard Engfneerinje' 

THE operations of New Standard 
Engineering for the year ended 
March 31, 1963 have yielded satis¬ 
factory results. Sales and services 
during the year fetched Rs 22.77 
lakhs more at Rs 182.91 lakhs. 
Gross profits have marginally in- 


emned by to 22,89 

lakhs. Di^io^le profit after 
necessary provision for deprecia¬ 
tion, development rebate reseu*-. 
and taxation is also slightly highei 
at Rs 7.74 lakhs as against Rs 7.02 
lakhs. General Reserve is raised by 
Re 75,000 to Rs 1.25 lakhs. Pre¬ 
ference dividend at 9 p c absorbs 
Rs 2.25 lakhs. Ordinary dividend 
is maintained at 9 p c and will 
absorb Rs 4.50 lakhs. The ordinary 
dividend to the extent of Rs 4 lakhs 
will be paid out of a Special 
Reserve of Rs 4.12 lakhs crea¬ 
ted from profits exempt uiiilei 
See 84 of the Income-tax Act. The 
Balance Sheet as at March 31, 
shows that Reserves and Surpluses 
amount to Rs 20.14 lakhs against 
a paid-up capital of Rs 78.19 lakhs 
.Secured loans have increased by Rs 
35 57 lakhs to Rs 70.75 lakhs, un 
becured loans by Rs 5.59 lakhs to 
Rs 11 10 lakhs, current liabilities 
and prc^visions by Rs 5.63 lakhs to 
Rs 81.75 lakhs. Gross block is 
depreciated by Rs 36.34 lakhs lo 
Rb 103.98 lakhs. Cunent assets 
are more by Rs 38 95 lakhs at Rs 
157.50 lakhs. 

With the receipt of .i first inslal- 
merit of Rs 20 lakhs out of a loan 
of Rs 40 lakhs from ICKil, the con- 
btruetion work of the Company's 
Goregaon project has made jiro- 
gress and the Giey Iron Foundry 
lias gone into Inal production from 
Mav 1963. The progress of other 
works in the project has been slow¬ 
ed down in view of the adverse 
conditions of the money market 

Of the manufacturing activities 
of the Company, blow-room lines 
for textile mills continue to make 
progress. Manufacture of EOT 
cranes, electric furnaces, high capa¬ 
city power hammers and drop for¬ 
ges has been started. The Gompanv 
has concluded negotiations with 
foreign collaborators for the esta¬ 
blishment of a separate Company 
for the manufacture of Shot Blast¬ 
ing Equipment The Company’s 
Order Book which includes some 
defence orders is considered satis¬ 
factory. Th<" Directors feel that the 
company’s manufacturing facilities 
can be fully realised only if there 
are no raw material and transport 
bottlen«x:k.s and if sufficient orders 
are forthcoming. 



If' 


liiwwd«ri, RIomlitt 
AS waR the fSnter-bank- 

call money rate dfd oot COTiti* 
nuc ItJng at 3 per cent after last 
week’s spurt, and by the middle of 
the week, money could be had free¬ 
ly at 2i per cent. In Calcutta,, how¬ 
ever, call money continued to rule 
firm around 4 per cent. The easi¬ 
ness in Bombay is reflective of the 
comfortable position of banks. Al¬ 
though scheduled banks’ d«*{iosits 
from public fell by Rs 13.15 crores 
on August 2, this fall was made up 
by an increase of Rs 13.47 ororcs in 
deposits from other banks. As such, 
though their advances rose by Us 
2 02 crores, their borrowings were 
up by only Rs 99 lakhs. On the 
contrary, they increased their balan¬ 
ces with the Reserve Bank by Rs 
2.15 crores, added Rs 4.84 crores to 
iheii investments and placed Rs 2.5.5 
crores more at call and short potic*’. 
The report of some banks placme; 
funds returnable on three daj-’ 
notice with private busines.s house-- 
al 4 50 per cent is further evidence 
of the slackness in the demand loi 
funds and of the anxiety of bank¬ 
ers to employ idle money remune¬ 
ratively. 

The prevailing conditions, there¬ 
fore, indicate that the slack st>a«oii 
IS well-advanced and that money 
rates are likely to ease further; but 
the view is also held that since de¬ 
mand from industrial quarter® i' 
likely to continue at the piesont 
levels and may even expand ami 
since investments in government 
securities and Treasury Bills vield 
relatively more, a decline of the 
call money rate to former low levels 
IS unlikely. 

During the week ended August 9. 
active notes expanded further by R® 
31.80 crores, causing a depletion of 
notes in the banking department by 
Rs 8.02 crores and necessitating an 
additional note issue of Rs 2.’.78 
crores. The Rupee Securities in the 
Issue Department were increased by 
Rs 27 crores to facilitate the note 
issue. Foreign assets further con¬ 
tracted during the week by Rs 2.89 
crores (Rs 2.58 crores last week). 
Central and State Governments 
deposits both went down' by R"* 
28.26 crores in the aggregate, but 
their borrowings from the Reserve 
Bank were reduced by onlv R® T6fi 
crores. Scheduled banks’ deposits on 


' crores while their 


borrowings in- 
qreaaed by merely Rs 1.09 croro*. 
Reserve Bank’s investments were 
depleted by Rs 52.62 crores, but 
since holdings of Treasury Bills in- 
creased by Rs 20.60 crores and the 
Rupee purities in the I^ue 


git went up by Rs 27 cro* 
res, ' tb^ net fall in investments 
. igould amount tq only R» 5.02 
crores. 

The gilt-edged market continued 
to fule steady, but inactive, with 
limited business on account of 
holidays. 
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Most of us resent being compared to our neighbours.' 
So It Is with Metric Weights. 

To obtain the maximum benefit out of the metric 
system, uke m«rlc weights as they are. for their 
intrinsic value. 

OO HOT USE A NUmEA Of METRIC PIECES TO 
MJUCE UP A SEER OR A VISS. j 

You will waste your time and often lose In the 
transaction. » < , f ' \ 

fOn QUICK SEKVICf AND FAIK OfAtfNff 

A .t- 1. 

USE METRIC UNITS 

IN ROUND FIGURES 


I42d 




ClfItItiNT STATISTiel 


BANKING RETURNS 



(Bs frorej) 



Rswerve Bank 

Ang 9 

Aug 2 

July 12 

Aug 10 
’62 

1 Note circulation 

2246 93 

2215.14 

2268.77 

2063.71 

2 Rupee coin 

118 43 

119 65 

114.81 

119.64 

3 Deposits 

(a) Central Govt 

101 44 

12116 

90.94 

58.23 

(b> Other Govts 

24.26 

32 79 

5.69 

23.16 

(c) Banks 

86.40 

82 73 

93.98 

91.48 

(d) Others 

204.24 

204.64 

206.85 

204.64 

4 Foreign securitiec 

, 90.26 

92.26 

96 89 

8944 

0 Balance abroad 

S.09 

5 98 

5 20 

5.16 

e Rupee securities 

1931 32 

1904.32 

1955.67 

176700 

7 Investments 274 49 

8 Loans and advances 

327.11 

276 59 

277.81 

to Govts 

36 82 

38 48 

85.04 

30.62 

9 Other loans and 

advances 

144 60 

138.10 

132 06 

131.32 

Bcheduled Banks 

Aug 2 

July 26 

July 8 

Aug 8 
’62 

1 Aggregate 

deposits (net) 

2161.59 

2174 74 

2140.85 

2040.73 

Demand (net) 

939.87 

928.49 

905.24 

797.89 

Time (net) 

1221 72 

1246.24 

1235.61 

1251 84 

2 Cash In hand 

49.62 

51.45 

57.16 

48.67 

3 Balance with 

Reserve Bank 

81.48 

79 33 

97.76 

91.92 

4 (2) + (S) as 

of (1) 

6.06 

6.01 

7.24 

6.86 

6 Borrowings from 

Reserve Bank 2.0S 

(a) Against usance 
bills and/or pro. 

0 34 

0 79 

2 43 

mlssory notes 

0 69 

0.09 

009 

0.12 

(b) Others 

1 46 

0.25 

0.70 

2.31 

6 Advances 

1274 23 

1272.14 

1315.94 

1211.83 

(a) State Bank 

248.54 

245 94 

265 50 

261.60 

(b) Others 

1025.89 

1026.20 

1060 44 

960.03 

7 Bills discounted 

(a) Inland 

162 93 

162 45 

161.85 

129.72 

(b) Foreign 

50 90 

51.46 

51.70 

47.48 

(c) Total 

213 83 

213.91 

213.55 

177.20 

, (1) State Bank 16 28 

16.84 

17 68 

15.08 

(11) Others 

197.55 

19707 

196.87 

161,22 

8 (6) +(7) as % 

of (1) 

68.84 

68.33 

71.44 

67 76 

9 Investment In 

Govt Securities 

602.01 

687.17 

66104 

673.08 

10 (9) as % of (1) 

32 01 

31.60 

30 88 

32.84 

Bombay Money Rates 

{Per cent per annum} 



Aug 2 

July 26 

July 5 

Aug S 

'62 

Tail nmnney 

from Banks 

1.00 

3.10 

149 

0.64 

Mpoafia 

iSevNi days 

3.00 

1.52 

340 

3.00 

timoe months 

— 

3.75 

3.60 

— 

Biic moi^ 

3 76 

3.76 

J.t5 


INDEX NUMBERS OF INIHJSTRIAU 
PRODUCTION 



Feb ’63, Jan ’63 

iVUniag and quarrying 177.4 

184.1 

Coal 

169 0 

175.0 

Manufacturing 

150.1 

T67.7 

Sugar 

287.4 

345.0 

Tea 

14 3 

22.7 

Salt 

90.2 

106 

Cigarettes 

152.1 

166.5 

Textiles 

— 

117.9 

Cotton 

Ill 1 

1130 

Jute 

106.8 

116.0 

Woollen 

145 6 

146 6 

Footwear 

194.9 

185 6 

Paper & paper boards 

193.9 

219.8 

Rubber products 

179 0 

187.9 

Chemicals and chemical 


products 

178.8 

200 2 

Basic mduilnal 
chemicals 

281.8 

321.5 

Heavy organic 
chemicals 


331 3 

Heavy inorganic 
chemicals 

305.2 

361 0 

Fertilisers 

192 0 

219.0 

Paints 

142 6 

142 0 

Soap 

129.6 

141.2 

Matches 

87 7 

92 8 

Petroleum products 

173 3 

164.8 

Non-titetalhc mineral 
products (except pet. 
roleum and coal) 


207.5 

Glass and glassware 

— 

185.5 

Cement 

178.7 

194 9 

Pottery 

— 

303.1 

Basic metal mdustries 

— 

256.0 

Iron and steel 

_ 

265 1 

Pig iron and 
lerro-alloys 


350 1 

Finished steel 


312 1 

Copper smelting 

— 

99.1 

Aluminium 


4154 

Brass 

— 

177 9 

Metal products (excrpi 
machinery and trans- 


port equipment) 


182 5 

Machinery (except 
elei tncal machines) 


315.1 

Sewing machines 

— 

214.7 

Electrical machines 

■ ■ 

228 7 

Electric cables 

255 5 

2190 

Electric motors 

306.7 

.326.4 

Power transformers 

239.9 

318.0 

Electric lamps 

247.9 

264.0 

Electnc fans 

_ 

345 7 

Radio receivers 

257 1 

247 5 

Transport rqu ipmen t 

_ 

137 4 

Automobiles 

146.5 

164.1 

Bicycles 

— 

162 4 

Electricity Generated 

— 

233.3 


GENERAL INDEX 
Crudr 

ScaHonally adjusted 


{Base. 1936 >= 100) 


155.5 162 4 

159 5 160.2 


Dec *62 

Feb ’62 

mjo 

188.1 

174.6 

J45.1 

1S7.I 

1SA7 

273.3 ' 

306.S 

43.0 

17.2 

46.6 

64.0 

*167.4 

ISJ.3 

116.7 

107.4 

111 2 

1040 

116.7 ' 

101.5 

155.1 

113 5 

200.9 

165.0 

218 7 

172.0 

185 5 

161 8 

203.8 

170 6 

325,7 

261 7 

312.4 

220 9 

368.2 

303.9 

219.0 

1690 

164 2 

145 9 

133 1 

125.2 

94 9 

82 5 

203.1 

145 4 


217.2 

175 3 

184.4 

161.9 

208 2 

1.58 7 

3158 

293 5 

257.8 

195.8 

264 9 

206 1 

350 1 

261.1 

312 1 

241.7 

154.8 

149.1 

392.0 

2 Hi. 5 

213 9 

142 0 


197 5 

166 6 

321.0 

277.6 

269.2 

251.5 

239 9 

189.8 

254 4 


343.1 

262.2 

283.4 

251.6 

252.5 

189.6 

355.3 

328.7 

284.5 

236.7 

152.3 

145.8 

178 9 

188.1 

151.2 

176 9 

238.7 

205.3 

162 1 

140.6 

155.8 

144.3 


Source s Central Statiatical Organisation (Industrial Statistirs 
'* Wing), Calcutta 
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orottp wnd Spb-group 



2S33B n.T.ffi 



Food ArtMss 

m.7 

1SB3 

18«3 

128.7 


U&3 

IKI.l 

U4.9 

1103 

tt»3 

joas 

3083 

104.# 

1483 

Knihs i VegetaibUs 

ms 


3373 

Mttk ft C»w« 

129.4 

1333 

1343 

irr.f 

Edade OHS 

A61.3 

182.0 

m.3 

m.7 

16«3 

ft Moat 

14T.5 

1473 

1453 

Sttgnr and Gur 

184.4 

19S4 

1903 

1493 

Others 

190.0 

188.8 

189.5 

1723 

Uglicw nwi Tdbaoco 

119.S 

1193 

U93 

983 

Tobacco 

Fuel, Power, Ught ft 

118.3 

118.S 

U83 

#43 

LulHioants 

Indostrial Raw 

1ST.1 

137.1 

187,1 

mj 

1993 

Matertal* 

138.2 

1883 

188.9 

Fibres 

129.4 

130.0 

133.2 

1803 

Oilseeds 

166.9 

1883 

153.8 

1583 

Minerals 

93.4 

»3.i 

9S.4 

98,4 

Others 

124.8 

126.4 

126.4 

1253 

Mannfactnrei. 

180.8 

139.4 

180.4 

128.9 

interme^ate Products 

1403 

1403 

1883 

1423 

Finished Produets 

1283 

1283 

1293 

120.7 

Textiles 

128.3 

128.0 

126.9 

126,7 

Cotton 

135.0 

136.0 

136.4 

1293 

Jute 

67.6 

97.0 

1003 

113.1 

Woollen 

160.9 

160.9 

142.7 

1413 

Silk & Rayon 

136.7 

136.8 

138.1 

1303 

Metal Products 

163.0 

163.0 

161.6 

160.6 

Chemicals 

117.2 

1173 

1173 

1163 

Oil cakes 

170.2 

170.7 

1673 

168.6 

Machinery ft Transport 




Equipment 

123.8 

123.8 

123.1 

1173 

Others 

128.4 

128.5 

128.2 

1253 

All CommodItleB 

1863 

1363 

184.7 

1293 


f , AiMiwite Cwi|^ 

iMio^ 19«M 

4Mf "(•Antumi ceMt) 


Jvmk 
WjMi 

Ragi 

Snruill laHlela 
Wh«ait 
BaHejr 
Grub 
Tur 

Oti|«»* khaiiC 
puke* 

Bautcane 
TooaecD 
Pouto 
Groundnut 
Sesamum 
Rapeteed and 
Biiutard 
Linwed 
Cotton 
Jute 
Meita 
Sannhemp 
Source t Economic 


Csneot 

Pfevioui yesr*t 

Peroentsge 

esthnSile 

conetponding 

etdmaie 

increaneor 

deciesae' 

80.496 

79,624 

(+) 1.1 

26>825 

25.668 

m s 

26,589 

27,2U 

10*738 

10,735 



5.079 

5,064 

1 

:4-) 83 

9.020 

9,181 

I 

—)’ 1.8 

92,716 

32,330 

i 

(4-) t.2 

8,104 

8,083 

( 

[4-) 0.8 

28,315 

23,233 

( 

:4-) 44 
k) 47 

5348 

5,611 

( 

13,046 

13,247 

(-) 1.5 

5,489 

5,954 

( 

:—) 73 

952 

946 

(4-)' 46 

894 

768 

(4-111.2 

15,677 

14,818 

( + ) 5.8 

5,603 

5,324 

( + ) 5.2 

2,954 

2.678 

(4*) 148 

33H 

3,017 

(—) 0.2 

18,962 

18,245 

( + ) 3.9 

2,095 

2380 

(—)• 8.1 

824 

915 

(—) 9.9 

634 

650 

(-) 2.5 


and Staiiaucal Adviser to the Goweni- 


ment of 'Indu, Minktiy cd Food and Agrictdture. 

India’s Foreigii Exchange Reserves 

IR$ Lakht) 

Variation* over 
the previou* 

End of Amount year/moath 


Foreign Trade of India 

Merchandise Value 
(Rs Crores) 

April '63- April '62> 
June ’63 May ’63 June ’62 June '63 June ’62 

Exports 56 95 62.65 49.25 176.16 148.49 

Re-exports 0.26 0.37 0.36 1 03 3.19 

Imports 86.35 100.54 93.98 276.15 273.87 

Balance of 

trade —28 14 —37.52 —44.37 —9«.96 —122.19 

Source i Department of Gommercial Intelligence and Statis¬ 
tics, Ministry of Commerce and Industry, Govern¬ 
ment of India. 


1963 : 

June* 

268.99 

— 17,42 


May 

306,41 

4- 11.67 


April 

294,74 

— 36 

1962 : 

June 

241,24 

— 9,13 


April 

274,21 

— 23,11 

1962-33 


295,10 

— 2,21 

1961-32 


297,31 

— 6,30 

1960-61 


303.61 

— 59,26 

1959-60 


362,87 

— 16,05 

1958-59 


378,92 

— 42,30 

1957-58 


. 421,22 

—259,88 

1956-57 


681,10 

—143.51 

1951-52 


786,69 

—164,72 

Source i 

Reserve Bank of India. 


Empli^nient Exohanges 

(In ’000*) 


Eiectricit}' Generation and Distribation 


{MUUan kW hours) 


Elpctriciiy 

April ’63 

Mar '63 

April ’62 

1962.63 

generated 

2.047 0 

1.976.2 

1,764,7 

22,093.7 

Electricity sold 
Domestic 

1,688.3 

1,629 4 

1,455 8 

18,276.3 

consumption 
l^ionunercial 
light and 

148.1 

142.7 

139.2 

1,729.2 

small power 

85.0 

82.5 

94.7 

1,110.9 

Industrial power 

1 ,221.8 

1,170.3 

1,035.4 

13,014.9 

Public lighting 

19.8 

20.7 

18 9 

252.7 

Irrigation 

107.0 

99.4 

79.4 

917.2 

Miscellaneous 

106.7 

113.8 

90.3 

1,188.5 

Source i Central Water and 

1 

1 



No of employment 

May ’63 April ’63 May '62 

1962 

(Total) 

exchanges f 

350 

349 

342 

342 

No of registrations 

No of vacancies 

358 7 

320 9 

320 0 

3,844.9 

notified 

No of applicants placed 

87.7 

76 0 

75 7 

790.4 

in employment , 

No of applicants on 

46 1 

41.1 

41,5 

458 1 

live registers t 

2.633.2 

2,483.1 

1,981 6 

2,379.5 


* Except number of employment exchanges, 

t At the end of the period.* ^ 

Source i Ministiy of Labour and Employment, Government 
of iadia. 
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WEEKLY NOTES 

Bombay Strikes — Pharmaceuti- 
(als Export — Re-roHets and 
Decontrol — Pool for Every 
Route — Reviving Capital Mar¬ 
ket— Policy for New Issues 1429 

A CALCUTTA DIARY 

The Usti of Literacy 

— Flibbertigibbet 14o3 


capital view 

A Confuned Slate 

- Romesh Thapar 1434 
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Arnfictai Respiration for Dundee 1435 


SPECIAL ARTICLES 

With Indian Journalists in U K' 

Surface Impressions of a Tour 
-‘Stringer’ 1437 


Caste and Politics ia Akola 

- Anil Bhatt 1441 


A Barren Debate 

'PHE stalwarts from both sides of the House have spoken on Adiarya 

Kripatani’s no-confidence motion against the Government as we 
go to press. It now remains for the Prime Minister to reply to the 
loqr-day debate. As was expected, the speeches from the oppositron 
benches had little in common except that they were all directed against 
the Government. The communists who had at the outset dissociated 
themselves from the no-confidence motion directed their attack against 
S K Patil and Morarji Desai. But even the non-communist opposition 
which was united in supporting the motion was not able to agree on any 
common points of criticism against the Government. There were, gene^ 
rally speaking, as many, often opposing, viewpoints as there were speak¬ 
ers Even this need not have completely hamstrung their criticism of 
tlie Government had they done their homework systematically. 

Their ill-d^ned charges followed from a total lack of competent 
analysis of the malaise of our polity and economy. To talk of ^vii^ 
up planning or to argue against the development of the steel industry 
i.s just not to understand the country’s economic problems. In what 
specific respects has Indian planning failed and what possible alter¬ 
natives are open to the country — on these questions the opposition 
.spokesmen had little to say. Criticism of the Goverment’s external 
policies also followed closely on these lines. 


Ri-giotial Over-Supply of Labour 
.iMcl the ‘Protectionisi’ Argument; 

A Comment 

Arun K Dattagupta 1447 

\'.ilue through Exogenous Distri¬ 
bution 

— Krishna R Bharadwaj 1450 

'iROUND BOMBAY MARKETS 
Aitivity at Low Ebb 1457 

BUSINESS NOTES 
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■ind General Insurance — Kir- 
loskar Oil Engines — Money 
Market 1460 
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RRENT STATISTICS 1461 

The Economic Weekly 
65, Apollo Street, Bombay-1. 
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As for the Government, its strategy was clear from the very choice 
of its principal speakers. No one could have been expected to take 
the wind out of the non-communist opposition’s sails better than Patil 
and Morarji Desai. They could even ’he expected to evoke sympathy 
m the ranks of the motion’s sponsors by pouring ridicule on the com¬ 
munists. Patil in particular set himself the irrelevant and relatively 
simple task of scoring debating points off the communists ignoring, for 
instance, that the failure of agriculture was not a creation of the ideo¬ 
logy-befuddled imagination of the communists but a fact which had 
only recently led the Prime Minister to consider moving him to another 
Ministry. If Patil’s diatribe against the communists was irrelevant, so 
was Morarji’s elaborate defence of the Prune Minister. True, Dr Lohia 
had devoted a good part of his speech to a personal criticism of the 
Prime Minister, but his speech also contained some pertinent criticism 
of the Government’s policies to answering which the Finance Minister 
could have better addressed himself. 

Pio One will claim that all is well with the Government’s internal 
or external policies or that there is not considerable dissatisfaction 
the country with certain particular measures. Even apart from 
dissatisfaction, in view of the developments in the economy as'‘’4TOll^| 
as in our external relations and m international affairs generally it can 
no longer be maintained that die content, though not the basic princi¬ 
ples, of the Government’s policies is beyond reconsideration. The dilate 
on the no-confidence motion, if it was to serve any purpose at all, should 
have spotlighted the specific directions in which such rethinking is 
called for. This it did not do. The blame for this must pest almost 
equally on the opposition and the Government, 
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PkmiuQg Body £or 


Oar CalaUta Correspondetii writes: 
THE Stwring Group on Steel is 
a curious body. Its task osten¬ 
sibly IS to help in the formulation 
of targets for the Fourth Plan for 
iron and steel, including special 
steels at one end and pig iron and 
ferro-alloys at the other. It is com¬ 
posed of representatives of (a) the 
various Ministries concerned In one 
way or another with steel develop¬ 
ment, (b) the three major public 
and private sector steel producers, 
(c) mining and other private 
interests, and (d) the Planning 
(Commission. The Secretary of the 
Steel Ministry presides over this 
amorphous body which has no 
seeietariat or permanent staff of its 
own. 

Since the actual decisions are 
made elsewhere, the role of this 
body seems chiefly to provide a fa¬ 
cade of consultation. It is not sur¬ 
prising, therefore, that it should 

have met just once m mid-1962, to 
he told of the Ministry’s preliminary 
proposals for the Fourth Plan, and 
again at the beginning of this month 
to be informed that the target of 
18 mn tons for the Fourth Plan 
has been formally approved by the 
Gabinet. Having fulfilled the super¬ 
ficial role .set for it by the Minisliv, 
the Giniip, it may he safely assum¬ 
ed, will now fade out of existence 
without even a formal disbandment 

While no tears need be shed ovei 
the Group’s fate — it was incap¬ 
able, as constituted, of performing 
any useful service — the need for 
a body which brings together all 
the many agencies concerned witti 
the development of the steel in¬ 
dustry remains. The size of the task 
following from the high targets in 
view makes this obvious If 18 mn 
tons of steel are to be produced, 
coking coal output will have to go 
up from 24 mn tons expected to 
be laised by the end of the Third 
Plan to 55 mn tons in 1970-71, an 
annual increase of more than 6 mii 
tons. &)al washing capacity will 
have to rise in step as it may be 
assumed that all supplies to steel 
plarHs will in futupe have to be 
washed to keep th^ average ash 
within the maximuin tolerance. 

Iron ore requirements will go up 

to 28 mn tons and limestone to 

14 ^ 


9 mn tons. In respect of limestone 
and dolomite — specially the high- 
grade supplies required for steel¬ 
melting — the position i.s indeed 
difficult as the basic geological data 
about occurrences within a reasona¬ 
ble distance of steel plants are still 
incomplete 

Raw materials constitute only 
one aspect of the whole problem. 
Manpower i.s in some ways a more 
difficult issue because the time taken 
in training up new radres cannot 
he abridged except to a very limited 
extent It is, therefore, not too enrlv 
to start lecruitmcnt and training 
right now. This calls for manpower 
planning in great detail and depth, 
a task which is not tackled by some 
committee trotting off figures of 
the number of operatives, etc, that 
will be required 

The most challenging task in 
relation to the Fourth Plan steel 
programme is the development of 
indigenous equipment manufacture, 
supplies and services to reduce im¬ 
port needs. Roughly half of the 
total investment on new capacity 
during the Second Plan was in 
foreign exchange, and the propor¬ 
tion has not been substantially re¬ 
duced in the case of the current 
expansion schemes (Last week 
at the inauguration of Rourkela’.? ex- 
pan.siori programme, the cost of the 
expansion from 1 mn to 1.8 mn 
ton.s was quoted as Rs 105 crores, 
and the foreign exchange compo¬ 
nent as Rs 48 crores notwithstand¬ 
ing the built-in capacity in primary 
mills) 

The import content of investment 
will have to be curlaiied, as lapidiv 
as ijossible, for growth in steel lo 
he at all possible. The tentative 
estimates mentioned to the Steering 
Group envisage a lota] investment 
in the iron and steel iiidu.stry of 
lijiwaids of Rs 2,000 crores with 
a foreign exchange component of 
Rs 800 to 900 crores Obviously 
there will be very great difficulty 
in lotting steel take away such a 
large slice of whatever foreign ex¬ 
change resouices are available by 
way of aid. If import constraints 
are not to hold up the steel pro¬ 
gramme, ways must be found of re¬ 
ducing our dependance on imports 
This n^uires, in effect, preparing 
a blueprint for indigenous manu¬ 



Steel 


facture covering both public and 
private sector engineering capacity. 
Efforts must be simultaneously made 
in two directions: a.sse.ssing in detail 
the equipment requirements of the 
iron and steel industry and the 
indigenous manufacturing capacity. 
This will call for standa^i.sation of 
equipment on the one hand, and 
for making the necessary additions 
to manufacturing capacity on the 
other The foreign exchange re 
quired foi the latter will have to 
he expeditiously found to moke 
possible laiger import saving sub 
sequently. 

All this involves planning and 
coordination How is this effort to he 
directed? Shri Jehangir Ghandy of 
Tatas put forward at the Steerini: 
Group meeting the idea of a Steel 
Development Board on the lines of 
the U K Iron and Steel Board 
While the Rntish Iron and Steel 
Board may not be the appropriate 
prototype, the need for a eenti.il 
agency working full-time on the 
many ta.sks following from tlie steel 
programme is indisputable. Som. 
people see this agency in the form 
of a cell in tlic Steel Ministry A 
'’Uggestion to tins effect was tnadi 
at the Steeling Group meeting hy a 
Planning Commis.sion official. 

The Steel Ministry performs an 
exeeiuive function and its chief 
concern, quite properly, is with thi 
tn.«ks of toilay A planning orgatn- 
salion must stand apart to be able 
to view jirohlems with a degree of 
detachment. Its propo.sal s will 
eventually iorne up before the Mini 
stry for decision, but that is piecisely 
why It .should he .separated fioni 
the latter. It should have a di.s 
tinct identity if it a.s well as lh< 
Ministry are to act objectively. 

The approach Shri Subrainaiiiam 
has brought to the problems of .steel 
is basically right — except fur the 
aberration over the retention price 
— hut it remains to be seen wheth.-r 
he will carry it to its logical eon 
elusion by giving steel a planning 
organisation capable of spelling 
out in detail the implications of a 
b<>Id expansion programme and of 
initiating the preparatory work 
without which the programme will 
remain on pajrer. 




failures 
^fnations, tOo 


YHE"'rqK)rt which the University 

Grants Commission la^g annual¬ 
ly befoffe Parliament does not usual¬ 
ly stof) with listing the Gotnmis- 
ijion's achievements but goes on to 
discuss unsolved problems and ih- 
tomplete tasks. The achievements 
recorded in the latest report are 
not inconsiderable; establishment of 
five new universities; rapid expan¬ 
sion of student enrolment; increased 
irrants for expanding facilities for 
teachers; valuable work, hailed h 
the report as “significant collabo- 
i.itive effort”, by a number of com¬ 
mittees which include several emi¬ 
nent scholars. There is also the 
somewhat sweeping statement that 
■ standards at the post-graduate and 
research levels in many of our uni- 
lersities have improved subslanti- 
,dly during the last few years”. 

There is also the other side of 
the medal The increase in teaching 
staff has lagged behind student en- 
lolmeiU. As a result there has been 
a further rise in the already high 
siiidenl-lcacher ratio. Further, not 


many of the successful graduates 
are just scraping through, getting 
the bare minimum marks. Improve¬ 
ment in the teaching and examining 
methods of tlie Universities are re¬ 
cognised as “extremely important”. 
But the rush for admission to col¬ 
leges threatens to push down the 
already precarious standards. The 
Commission emphasises that “from 
a purely economic point of view, it 
IS necessary to see that only silch 
students are admitted to our uni¬ 
versities as are most likely to bene¬ 
fit from University education”. 

True, educational facilities, es¬ 
pecially at the higher levels, are a 
scarce resource to be used in ac¬ 
cordance with the principle of 
maximising returns. But education 
is also a social service and the 
under-privileged sections of the 
population expect, as a matter of 
right, preferential treatment in the 
access to it, the principal means of 
improving their lot. It is not, there¬ 


fore, easy to sustain “merit” (trfjat- 
ever diat may mean) as the oidy 
criterion to regulate college admis¬ 
sions. Tlie U G C has int^uoed a 
measure of lelectiveness in post¬ 
graduate education by limiting its 
development grants to selected col¬ 
ics, on the basis of facilities and 
staff available. But such selection 
would hardly be possible or practi¬ 
cal at the under-graduate level. 

According to the UGC, improve¬ 
ment in standards is a matter of 
lowering the pupil-teacher ratio, 
popularising tutorials and seminars, 
and roforming the examination sys¬ 
tem. All these are important, no 
doubt, but the faith in their efficacy 
is based on the tacit assumption of 
adequate preparation at the pre¬ 
university level. Too much is taken 
for granted and plans are made for 
elaboration of the superstructure, 
while the foundation continues to 
grow weaker. Secondary school edu¬ 
cation is not the U G C’s concern, 
but for that reason its bearing on 
standards in tlie universities is not 
reduced. 


Weekly Notes 


Bombay Strikes 

JHK remarkable equanimity with 
which the citizens of Bombay 
fathered the 10-day municipal 
winkers’ strike and the one-day gene¬ 
ral strike must have been galling 
i(]iinlly to the sponsors and the op¬ 
ponents of the strikes. The State 
(.overnment and the Congress trade 
nil ions had expected to be able to 
inin the wrath of the public against 
the striking workers. They were 
ilfaily disappointed and all talk of 
'a whole city being held to ransom” 
fell on deaf ears. As for the strik¬ 
e's themselves, the public attitude 
"as such as to make them feel some- 
"hut Ignored. Even on the two 
days when the strike of the public 
'lansport workers threw his daily 
1 online out of gear, the Bombay 
citizen was unperturbed — his ans- 
'^cr to the breakdown of the trans- 
])ort system was to stay at home ! 
As a result, even the few buses 
"liiih the BEST was able to put on 
dif roads with the help of imported 
hiate Transport workers mostly ran 


near empty and the lorries the Gov¬ 
ernment had stationed at the railway 
stations to ferry those arriving by 
the suburban trains to their places 
of work were certainly not over¬ 
worked. Of course, the unusual dis- 
ctplme among the strikers also con¬ 
tributed to the fact that the strikes 
caused no more than a ripple in the 
city’s life. 

Though organised by the non- 
Congress, mainlv socialist, unions, 
and though the strike of the civic 
workers tapered into the general 
strike and ended with it, the two 
strikes were distinct in their charac¬ 
ter and purpose. The latter was a 
general protest against rising prices 
and the Compulsory Deposit Scheme. 
Its near-complete success was testi¬ 
mony as much to the fact that the 
resentment of those who struck 
work found an echo in the hearts of 
many others who did not actually 
participate iti the strike as to the 
utter ineffectiveness of the Congress 
trade unions which, with the support 
of the Government, had actively 


tried to prevent the strike. 

The Municipal strike, on the other 
hand, was the outcome of a specific 
dispute between the Municipal Cor¬ 
poration and its worke-rs who have 
demanded a 25 per cent increase in 
their dearness allowance to compen¬ 
sate for the increase in prices. The 
strike was withdrawn, it would ap¬ 
pear, largely owing to the interven¬ 
tion of Defence Minister Chavan 
who assured the workers from Delhi 
that he would consider it his moral 
responsibility to secure a fair deal 
for them. Chief Minister Kannam- 
war had also held out the assurance 
that he would see to it that “justice” 
was done. It is, therefore, a little 
surprbing to read the reported state¬ 
ment of the Chief Minister after the 
strike was withdrawn that he intends 
to leave the demands of the workers' 
to ha dealt with by the municipaf 
authorities. *'If a couple of Iffiys 
earlier he had offered to intervene 
in the dispute, what has happened 
since to change the situation ? Is it 
because the strike leaders did not 
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Cftil off th«r strike when he had a»ked 
them to ? This is siirel)' too narrow 
a view to take and cun only do dii- 
mage to the prestige of the (jovern- 
nient and the Congress, a fact wlneii 
has not been lost on some otfier 
Congress leaders like the Presidents 
of Uic Maharashtra and Bombay 
Pradesh t-oiigress Committees and 
the Maharaslitra unit of the INTCt- 
who have most demonstratively ap¬ 
pealed to the Covernment to treat 
the grievances of the civic worker- 
“ very sympathetically 

Pharmacevticals Export 

N iiTijiortant steji was taken to¬ 
wards stepping uj) the export of 
basic chemicals and pharmaceuticals' 
witfi the inauguration of the Basic 
ChemicaJs, Pharmaceuticals and 
Snaps Kxport Promotion Council in 
Bombay last week Tliere is already 
an txport Pioiriotioii Council for 
rubber goods, paper, glass, paints 
and some other consumer goods 
with Its offices at Calcutta. The 
membcr.ship of the newly-formed 
Council will be ojien to both manu¬ 
facturers and merchant-exporters 
and It will be the function of the 
Council to extend all facilities to 
them to incTcase exports. An export 
target of Bs 14.84 crores per yeai 
has been suggested for these indus¬ 
tries. Thus includes Rs 1.5 crores 
worth of dyes, Rs 0.09 crore ol 
organic chemicals, Rs 1 crore of 
insecticides and jicsticides, Rs 2.5 
crores of pla.stic, Rs 0.75 crore ot 
soaps and cosmetics, Rs 1 crore ol 
inorganic chemicals and Rs 8 crores 
of pharmaceuticals. 

Dr G P Kane, Deputy Director- 
General of the Development Wing, 
Ministry of Commerce, speaking at 
the inauguration of the Export 
Promotion Council suggested that 
the chemical industry should con¬ 
centrate on high value products m 
its export effort It should manufac¬ 
ture and export “sophisticated” and 
quality products. He assured the in¬ 
dustry that export incentives will 
always be granted in the form of 
supply of scarce raw' materials and 
compensation for los«*s on exports 

Without sounding pe.ssimistic, it 
must bo said that the target of ex¬ 
port of Rs 15 crores for dyes, orga¬ 
nic chemicals, drugs and pharma¬ 
ceuticals sizars to be definitely 
atnbitioui. Export incentives are es- 
aenrial and very useful J>ut it i« 
IcRoyrn that our cost of pro¬ 



duction in these lines of manufac¬ 
ture is on the high side. Unless 
costs are brought down by the use 
of Ific latest technologies and pro- 
cesse.s and by the manufacturing 
units achieving economic outputs, 
export incentives will not help much. 

While evaluating the export po¬ 
tential of our relatively young 
chemical and pharmaceutical in¬ 
dustry, we cannot ignore that in 
the United States and in the coun¬ 
tries of Europe the accent today is 
less On production, more on finding 
markets In most of the traditional 
diemicals-manufacturing countries 
there is today substantiai excess pro¬ 
duction capacity for a number ol 
products. In the European Common 
Market countries, for instance, pro¬ 
duction of organic chemicals, plas¬ 
tics and dyes in 1960-61 was only 
about 80 per cent of the rated capa¬ 
city and this year it may be even 
less. Also, the export potential of 
the Soviet Union and the countries 
of Eastern Europe contimic.s to 
grow from year to year At 
the same lime, tlie developing coun¬ 
tries, which are our principal poten¬ 
tial markets, are striving to be 
increasingly self-sufficient. It is 
against this background that the ex¬ 
port task set for the chemical and 
pharmaceutical industry has to be 
judged 

The piojKised move to modify the 
patents law pertaining to drugs and 
processed foods may also have its 
impact on exports. There is appre- 
fiension, not entirely baseless, that 
modification of the patents law may 
adversely affect exports of chemicals 
and pharmaceuticals since, if the 
patent laws are made less stringent, 
Indian products may become non 
prata m countries which recognise 
iiUei national patents. Of course, a 
decision on modifying the Patents 
Act has to he based on much larger 
ronsideration.s and it i.s possible that 
the favourable impact of a change 
on the development of the indige¬ 
nous industry and on internal prices 
may more than outweigh the ad 
verse effect on exjKirta, 

Re-roffers and Decontrol 

MUCH of the debate on the 
nature, scope and form of steel 
decontrol has come to centre on the 
treatment of billets. The steel pro¬ 
ducers are opposed to partial de¬ 
control. To retain price control on 
billets while removing it on re- 


• ir!( 1 

roRqfa’ «ml-produot«be. diey 
fcid, an anamoly, which wouiff lead 

to undesirable competition in the 
products common to major produ¬ 
cers and re-rollers. The re^rollers, 
on the other hand, have been most 
vocal in protesting their vnlnerabi- 
lity. Some weeks ago, the Chairman 
of the Steel Re-roJIing Mills Asso¬ 
ciation elaborated on the difficulties 
faced by the industry which place 
it at a disadvantage emnpared to 
the main producers. While he wel¬ 
comed decontrol “in principle”, he 
also pleaded against hasty measure, 
that would hurt the industry. Others, 
too, have taken pains to explain 
that this desire for the continuation 
of controls is not inconsistent with 
the ideal of free enterprise. The 
chairman of Mukand Iron & Steel 
Works, for instance, wants "the 
largest measure of economic free¬ 
dom that is consistent with our col¬ 
lective social ideals”, but is scepti¬ 
cal about decontrol that would un¬ 
duly inflate raw material prices. 
His view that billet prites should 
be decontrolled only if adequate 
supplies are ensured is apparently 
shared by all re-rollers. 

The Ministry of Steel is apparent¬ 
ly sympathetic to this viewpoint. It 
is reported to favour partial de¬ 
control which would leave billets 
unaffected. And this is beginning to 
look like iieing the major point ol 
discord in tlie discussions on the 
overhaul of .steel price control. 

Ill its final report the Raj Com¬ 
mittee may, of course, have some¬ 
thing more conclusive to say on this 
issue; in its interim report it did 
not go into the problems of the re- 
rollers. But in principle decontrol 
of billets is only in keeping ivith 
the logic of a free market in steel 
Re-rollers would be free to deter 
mine the prices for their end-pro¬ 
ducts and to adjust their production 
pattern to suit the pattern of de 
inand As for their raw matenal. 
while the main producers should 
have fixed retention prices for bil¬ 
lets, the prices paid by re-iolhi- 
would be determined by market 
conditions, depending, among othei 
factors, on the scale of purchases 
and the excise duty charged by tlu' 
Government, 

The possible consequences of de¬ 
control have also ^en worrying 
small consumers of steel product" 
While the present control syfltem 
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whofd isecmaXBii fbinickig ^all io^ 
dustite .have a iqieciftl {dace. 11, 
as sngges^ by the' jRaj GonindtMe« 
priority in «teel allecation is decid; 
ed "according to' the end uSe of 
supplies 'demanded, and not accord' 
jng to -the agency nr unit wbich 
makes the demand”, the small con* 
sumer need not necessarily find him* 
self in a hole. Bpt the Committee 
admits only two types of priority— 
overriding priority for defence , 
needs and ordinary priority for 
“basic mdliBtries” and of “vital 
social. overheads”. So special mea¬ 
sures will have to be taken to ,en¬ 
sure availability of a fair share of 
steel products to the small man. 
One way of doing this would be. to 
“bulk” the demands of a number 
of small consumers and place th^ 
orders directly with the main- pro¬ 
ducers. But this assumes the crea¬ 
tion of suitable agencies to act, on 
behalf of the small consumers, to 
place the orders for them, and to 
distribute the supplies among them. 

Pool for Evory Route 

the International Air Transport 
Association put an end to fare 
cutting among international airlines. 
Other forms of competition are also 
being fast circumscribed. While 
mergers like the proposed one bet- 
weeri TWA and Pan-Am and the 
rumoured one between BOAC and 
BKA are possible only among air- 
li'ne.s of the same nationality, the 
so-called “pool” arrangements are 
becoming increasingly popular. The 
basic principle of such arrange 
merits is the sharing of common 
irafiic right between tiyo points,,with 
the pooled .revenue being divided 
in proportion to the ' capacity that 
each airline operates on the route. 
The biggest such arrangement at 
piesent is among the airlines of the 
Common Market countries, France, 
f ederal Germany, Italy and Belgi¬ 
um Air France, AUtalia,’ Lufthanu 
and Sabena, the airlines concerned, 
have a long-term plan, ^read over 
ten years, ^ integratii% themselves 
into a consordum to W known as 
the Air Union wbkh will make them 
for all practical , purposes one giant 
airline. ’ ^ , 


wiA Soviet .-adrlliHs Aeiwot on 
the Delhi-Mcicowv rente atid.Sritfa 
.C«!ch' -Aiflioes «Q the Bombay-Pra- 
gue route. But tto most important 
arrangement is with BOAC and 
Quantas which .covers all its Other 
routes except' the Bomhay-vMairohi- 
one. Last, week it was announced 
thsd from next month Air-lndia 
will oMrate on this route also under 
a pool arrangement —* with Eart 
African Airwbyp. Air-Indfa will 
thus have pool arrangements on all 
its routes. The' small siae of its fleet 
and its exceptionally widespread 
route network make Air-lndia a re¬ 
latively low frequency operator and 
pool arrangements have, therefore, 
a special attraction for it. 

jUnder the tripartite ■ agreement 
with BOAC and Quantas, Air-lndia 
and Its two partners complement 
each other’s services. This enables 
the three airliners to spread out the 
days of operation and the points of 
call tp meet the requirements' of 
traffic better. As a result, the pub¬ 
lic has a greater choice of services 
and the airlines are better placed 
to increase their joint share of the 
traffic and also to affect economies 
by maintaining certain . common 
services. The services of all three 
airlines are sold by each partner 
since it does not matter on which 
airline the traffic is carried. The re¬ 
venues collected by the three air¬ 
lines are pooled and shared accord¬ 
ing to predetermined ratios ' 
According to Air-India’s annual 
report for ' 1960-61, the first full 
year of operation of the arrange¬ 
ment yith BOAC and Quantas, “the 
effect of 'the Tripartite partnership 
duiing the year was to obtain for 
the partners a greater share of the 
total available traffic in the face of 
severe international competition 
further enhanced since the introduc¬ 
tion of large jet aircraft on compe¬ 
ting services and the creation among 
aome of them of 'partnership ar¬ 
rangements and consortiums of their 
own”. The tripartite agreement also 
enabled Air-lndia “to extend its 
services to New York almost simul¬ 
taneously with the introduction of 
Boeing jet aircraft on existing rou¬ 
tes. If it had continued to operate 
on' its bwn, the. Corporation would 
not have attempted two such impor¬ 
tant tadcB at'die some time and the 
extension to New Vork would have 
been postponed By another year”. 
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roiitto, like'die .'Ipdia-UK-USA qse, 
where, were Air-lndiii to opnsito on 
■its own,- its limited capacity would, 
place it at a disadvantage compiitod 
to its bigger-competi,tors. Bombay- 
Nairobi js not at present sudi a 
route, though, of course, with the, 

■ independence and /dOvblopment of 
Africa, traffic is bound to increase. . 
'Both Air-lndia and ’ now - tqiO* 

.rate two flights on thia route<thoq(d> 
Air-India has the larger 'caqwcity. 
The agreement' with hw ■ 

. perhaps been conbluded with ap 
eye on considerations other than tho 
immediate commercial advantage.. 
The-EAA is a British-owned airline,' 
but it may not remain w aftoy 
Kenya’s independence and the' pto; 
sent agreement -may, stand Air-lndia, 
in good stead if at some foture dafo' 
the Government of . independent 
Kenya should decide to take ^ps_ 
to give special advantage to its 
national airline. 

Reviving Capitol Market^ 

there has been no lack of sug- 
. gestions and proposals . for 
reviving the capital market. Share , 
brokers -and stock exchange opera¬ 
tors, who almost identify, the sto^ 
exchange with the entire ecomihy^ 
bad no hesitation, at one time, (A 
asking for a massive. inferVentioh 
W die Life Insurance Corporation, 
liie industrial community, how- 
ever, reacted to this prc^potal in a 
decidedly hostile manner, ostensibly 
on the ground that this would 
bring in nationalisation throu^ 
the back-door. Ihe real arid im¬ 
mediate reason for this reaction, , 
however, may have been the fear 
that if the L I C succeeded in prop-r 
ping up the market, their case 
against the super-profits tax would 
have no legs to stand on. 

The L I C, too, has been nouo 
too eager to come to ffie aid of 
of the capital market. The ghost 
of the Mundhra deal still hauri^ 
and, in any case, the. L I C is nOC 
prepared, and rightly, to riA tho 
funds of jts policy-holders’itt *■ 
weak market. True, the Gfovent- 
meift may want the L I -C to use 
its funds at times to bring about 
a “technical correction” of ;,tl» 
stock market. But action fo re¬ 
verse ' basic taends which really 
reflect the general - eqaaomic, 
mate is clearly a different' matter.^ 
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In a note prepared for the fICCI 
Saminar of private and public sector 
undertalcmgs hald early this raantli 
in New Delhi, Shri B K Kaul, 
Chairman of LIC, atlributitl tht 
stump in the new issues market to iin- 
healtiiyr business prattices, which 
have undermined the confidence of 
the investors. Kaul gpeuficallv men¬ 
tioned tlic lavish spending by pro¬ 
moters while their companies stiow 
losses, the unwillingness of many 
promoters to shoulder the full bur¬ 
den of their financing responsibili¬ 
ties, unjustified mter-company invest¬ 
ments within the same group, exies- 
sive diversification and incompetent 
management While the existence 
of these malpractices is well known 
and Kaul did well to speak out 
against them, that they are mainly 
responsible for the slump in the 
new lasues market is, however, not 
so obvious. 

There is something to he said 
instead for the view that if investors 
are cool to new issues and credit 
for industrial expansion is much 
tighter, the blame does not lie prin¬ 
cipally with the super-profits tax 
or the malpractices of promoters. 
For, occasional spurts notwith.stand- 
ing, had not the stock market boom 
started petering out long before the 
Chinese crossed our borders and 
Morarji brought in the S P T*'' 
Twp consecutive bad crops, a steady 
increase in production costs, the 
grave turn in the foreign exchange 
position, delays and cost over-runs 
in public as well as private projects 
— all these factors have dampened 
investment prospects far more than 
the actions of the Chinese, the 
F'lnance Minister and the unscru¬ 
pulous promoters taken together. 
Tile capital market cannot be re¬ 
stored to vigour till there is a sub¬ 
stantial improvement in the over-all 
economic situation All that can he 
done in the meanwhile is to unclog 
the market. 

How ^ould this be done? After 
many and long conferences, the 
Government is reported to have de- 
«idod that the I F C and the ICICI 
doidd underwrite more actii’ely 
aud hold their investments some- 
-mtwt longer. Now, k is one thing 
10 underwrite or subscribe to new 
■MKiet Mr extend loan assbtance, a 
to ^prolong die period for 
•UiwUh dw imw issues aie held, and 
’|k»‘'atfrt -out open market 


operations. Fixmi press reports it 
seems fairly dear that open 
market operations by these insti¬ 
tutions are not contemplated. So 
far as the other two forms of sup¬ 
port are concerned, the extension 
of fresh assistance depends upon 
the availability of suitable projects. 
Loan assistance by these institutions 
has never been limited by the lack 
of funds or the willingness to lend. 
It is mainly the shortage of foreign 
exchange., delays in licensing and 
the lack of sound projects which 
have held up the pace. As for the 
postponement of sales of investment, 
it is after all only a negative support. 

But if a mere gesture is all that 
the market feels that it needs from 
the Government and all that the 
Government is willing to make, 
why keep on going round and round 
in these circles? Why not abolish 
the super-profits tax and raise the 
corporation tax by a straight 5 per 
cent’ 

Policy for New Issues 

JT has been suggested that a statu¬ 
tory board should be set up to 
administer the control of capital 
issues. This IS, obviously, a counsel 
of desperation which ignores past 
experience with the working of 
statutory boards and commissions, 
ft may be that what the sponsors of 
this proposal really want is a ma¬ 
jor revision of the Government’s 
present policy in respect of (apital 
issues, repealed protests and repre¬ 
sentations having failed to impress 
the Finance Ministry. Then why not 
come out and say so ? 

There is at present an advisory 
committee on capital cssues control 
but It ha.s no executive powers and 
the Government is free to accept or 
reject its views on matters of poli¬ 
cy The question of capital kssups 
control was discussed in some detail 
in the issue of May 18, 196.H (pp 
798-99) where it was pointed out 
that control over capital is.sues as 
It is now implemented has ceased to 
serve much of a useful purpose But 
the Setting up of a statutory board 
cannot be a substitue for fresh think¬ 
ing and a new policy. Should the 
Government agree to set up such a 
board, it would consist mostly of 
officials who would merely carry 
out Governmem directives. Nor 
would the presence of eminent in- 
dwlrialists and financiers on it, by 
itself, bring about a policy change. 


Past expariffnee stwriib ililat 
nop-pflk^lt who ibight be cboseu 
fo^tbia board would in falot be 
part-time members, holdubg sitH.. 
cures. A statutory board can be 
genuinely independent only if it 
consists for the most part of genu¬ 
inely independent non-officiafs who 
serve in a full-time rapacity. So 
long as such independent full-time 
members are not available, a statu- 
toi^ board would serve no purpose 
at all. 

In any event, there are no statu¬ 
tory boards of independent non- 
officials for matters like industrial 
licensing or the administration of 
company law for which the Bhabha 
Committee had in fact recommend¬ 
ed a statutory commission. Govern¬ 
ment feels, and perhaps rightly, 
that it cannot leave the implementa¬ 
tion of vital economic policies to 
such authorities. 

Leaving aside this misplaced faith 
in : statutory authorities, there does 
appear to be a case for rethinking 
on two aspects of capital issues 
control. Why should the Controller 
of Capital Issues bother himself un¬ 
duly with the exact premium which 
is charged on new issues by an 
existing company ? Similarly," why 
should almost all newly-established 
companie.s having foreign participa¬ 
tion be required to offer part of 
their share capital to the public ’ 
Even if the Government is convinc¬ 
ed that “a wider dispersal of share¬ 
holding i.s no less desirable as a 
matter of eronomir policy than as 
an essential of sound coinpaii)' 
practice”, the ends of policy would 
be adequately served if compulsory 
public participation is laid down 
for projects estimated to cost more 
than a specified amount. The issue 
of share capital to the public often 
means considerable delay in the 
implementation of projects, which 
is justified only if the capital to he 
raised is substantial. There is little 
sense in requiring companies to 
come on the market with issues of 
a few lakhs of rupees as has happen¬ 
ed, in many cases recently. 

Conedioii 

In A:^rtya Kumar Sen’s reply 
toSamir Dasgupta’s comment on 
“Sociological and Economic Expla¬ 
nations” which appeared in 'Our 
last issue, on page 1417, cpl 2, line 
22, please read “if B then A” ins¬ 
tead of “if A then B”. -- M 
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Us^ of Literacy 



'I’HEilE is pccasion no nioio to 
quesUon tlie education of West 
Bedjplt's TOliticians in lemla- 
tore. than a hundred of 

them, «il belonging to the Congre8^ 
have, it is stated, proved they can 
at least sign their names by lending 
their signatures, not thumb impres¬ 
sions, to a memorial not to the 
Prime Minister but to Shri Jdwa- 
hartal Nehru, “Leader of the Con¬ 
gress”. They are said to have de¬ 
manded action against Law Minister 
A K Sen who, it is alleged, directs 
and controls a Bengali newspaper 
in Calcutta in which “pungent” 
articles and slanted reports have 
appeared against Atulya Ghosh in 
particular and the West Beiigal 
Congress in general. They want 
their “respected leader” protected. 
The protectionists are against free 
tirade, which is perhaps fair enough; 
it is the manner of the protest, this 
signature campaign, which war¬ 
rants reflection. 

Anyone familiar with the nature 
of naXionalism in Bengal knows 
that its literary content was extra¬ 
ordinarily high; it could hardly* be 
otherwise with Tagore bestriding 
the Bengal scene like a Colossus in 
every department of life. That the 
country’s national anthems, two, 
were composed in Bengal is only 
a small part of the evidence. Nume¬ 
rous are the songs, plays, essays 
and novels produced at the time on 
the theme of nationalism; in the 
twenties and thirties there was not 
<1 child in Bengal who did not have 
half of them by heart; some could 
sing tunefully too. This artistic 
aspect of nationalism was so domi¬ 
nant that it often seemed to consti¬ 
tute ilic whole movement. With 
plenty of junk, things of abiding 
literary value also were produced; 
when the Chinese attacked, for in¬ 
stance, All India Radio fell back 
heavily on Tagore, Dwijendral^l 
Roy, Kangalal Bandyopadhyay and 
others. TTiat literal^ creativity is 
now reduced to “pungent” articles 
and dictated signatures, legible of 
otherwise. Truly has the Beng;^ 
scene (Ranged. ' 

9$,pet V«r 

The cB^btile ijetweeni Asbok Sen' 
and Atatya GI(d^ {tiR of intd- 


rest, mainly eomic. The fonoer, 
a prosperous lawyer with not much 
of a political paM, or future, was 
brought into the game by the late 
Dr B C Roy in the hem that all 
|«qwer would not immeoiateiy pass 
into the hands of those who had 
little to say for themselves except 
that they had spent some yearn in 
prison, Atulya Gbosh for instance. 
The plan, worthy or otherwise, re¬ 
ceived its first jolt when another 
such recruit of Dr Roy, Siddhartha 
Ray, a lawyer of moderate success, 
resigned his Ministership. The plan 
died when Dr Roy did; but A^ok 
Sen was by then an addict, politics 
being highly habit-forming. But the 
poor man had no political base in 
the State and still hasn’t got one; 
this is true in spite of his electoral 
success. 

But, in the language of the turf,. 
Ashok Sen is a trier, if not a win¬ 
ner. He also seemed a near-favou¬ 
rite of the Prime Minister, no pun¬ 
ter but likes about him people that 
are pliant. Sen also h» money, 
his own and irther people’s. So he 
started various benevolent societies, 
with the aid of a cousin of a Bengal 
Minister who controls two power¬ 
ful newspapers which, are, under 
direction, lukewarm in their sup¬ 
port of Atulya Ghosh. One of these 
papers recently sacked its editor, who 
is now working for another paper; 
the fatter is the vehicle in which the 
supposedly “pungent” pieces appe¬ 
ared. A^ok Sen is correctly beli¬ 
eved to have much to do with the 
paper All this is a bit complicat¬ 
ed, obscuring who is doing what 
and to whom; but then politics in 
West Bengal is complicated. 

Sen and Sense 

Men around Sen are putting out 
the story that the Home Minister, 
Lai Bahadur Shastri, has told the 
signatories where they get off, that 
they had not thought erf protesting 
when another Congress leader, Ja- 
waharlal Nehru, had been the sub¬ 
let of sutained attack in another 
Bengali daily, friendlier with Atulya 
Ghosh. On the other hand, the 
political fortunes of Atulya Ghosh 
are f^vidently in the ascendant. If 
Pfafullu Sen resigns, Ghosh is the 
dIhriouB succesfor. If through fiijn 


Patnaik, and dwn through ladna 
Gandhi, Ghodh «icceeda in impnar* 
ing Nehru’s opinion of him, he may 
yet become Congress President Hhe 
source of all power, a firm base in 
the State of one’s origin, is all there 
for Atulya Gho^. If ^n had any 
politiical sense, he would long ago 
have made his petme with Cmoeh; 
he yet may, for no principles ate 
involved in the row; wd, in any 
event, neither party can be credited 
with an undue respect for principjes. 

The only snag is that Ghosh has 
not much use for Sen, no gre^ 
political asset to anybo^; so that 
the surrender demanded may be 
unconditional; and even fben the 
prize may be elusive. Be it re¬ 
membered that none of these go¬ 
ings-on in the various State Cm- 
grasses would be possible if parties 
thereto did not have supporters in 
New Delhi. In this game of likes 
and dislikes Shri Nehru is an oedvo 
participant. 

Signers and Resigners 

There is an element of unreality 
about it all. If Sen thinks, as he 
is said to, that Nehru likes him and 
dislikes Atulya Ghosh, whether true 
or not, just what does either mean 
in mrms of cither’s political future? 
Perhaps not much. Those who 
signed for Ghosh, and against Sen; 
read the signs correctly when they 
back Nehru’s non-favourite. Ghoeo 
has demonstrated his skill in win¬ 
ning-elections; Nehru is unlikidy to 
carry his alleged dislike of him to 
the detriment of the interetta of the 
Congress Party. Sen, by compari¬ 
son, is immensely eiqiendable. 
Ghosh knows it, even if Nehru does 
not. (This is being written befwa 
Nehru has announced his decisions, 
such as they may be, on the Kama- 
raj plan.) 

Ashok Sen, a political light¬ 
weight, is up against nOt only 
Atulya Ghosh, an undtmbted heavy¬ 
weight, but also against the maily 
things and forces he stands forj an 
additional disadvantage of Sen’s is 
that he is not known to stand foe 
anything at ail, good, bad or fo 
diffeiwijt. He say*. Or has editoit 
says, that he staml* for a ' thing 
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faiJlcd Nehru, a mortal quanti^-— 
like Dr Roy, who brought him in¬ 
to politick on a set of assutnp^ns 
■ ^at are toully irrelevant in jitoli- 
tics today. Benevolent socles 
and acquisition of newspapers do 
not determine anyone’s polititjal 



future. IShosh Jdee* heing praised 
by newspaper*, hut he knows their 
unimportance.' His i«pent attempt 
to tame an Otfitor was certainty 
pialadroit; but only his cailower 
supporters are worked up about 
what is written on him. The writ- 


wisf M'-htutn 

politic* 19 tbqge ^ "fcttmy it, — 
Atui^a (shini^ ^ ,4iuiMutiimi 


'Capkal View 


A Confused State 

Boittesh Hiapu- 


^ PITY that the developing general 
Strike in Bombay compels . an 
early closing of this dispatch — even 
before the thn-e-day debate m Parlia¬ 
ment on a motion of no-confidence 
in the govenimenl tabled by the non- 
coipmunist opposition. Inis is not 
to .suggest that there is a dearth of 
material about which to write. But 
the contradictions in recent oWicial 
policy statements are so many that 
there was ]ust a sJim chance that the 
promise of an angry debate might 
have helped to iron out or raak-’ ex¬ 
plicable sonic of the extraordinary 
reports which are circulating. And 
then then' was the question of the 
implementation of the Kamaraj Plan 
All this will have happened bv the 
time these lines appear in print — a 
demoralising thought, but... 


Even as Delhi develops a Calcutta- 
liko appetite for demonstratioas and 
the like, an appetite which seems to 
he fed by pio- and anti-Nehru com¬ 
mitments judging from the pathetic 
slogans raised, the Prime Minister 
has been delivering himself of de¬ 
monstrative pronouncements every 
day on our confusions and our sins 
of omission and commission All 
this activity has not dissolved the 
. fears and appiohensions which have 
Weighed us down since Cliina pierced 
the Himalayas' Months of confused 
policy-making cannot be negatived 
by ‘papist encyclicals’ 


Rebufi' for tbr West 

The Prime Minister’s proiioniicc. 
ment on the piolongcd Kashmir 
talks with Pakistan a.s a icbult of 
pifodding from the West was cii- 
tpaxed by the fiim assertion that 
epmpromise offers from oui side aie 
being withdtatvn and that we do 
/• tfpt intend to be made victims of 
blackmail. This move 
doaigoed decisively' to blunt 

.. ini^tive fronr the West to 

i*,a ‘euditdwn’ <m Kashmir, 
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But those who see mditary aid pat¬ 
terns as the true barometer of an 
under-developed country’s indepen¬ 
dence claim that die new toughness, 
if It may be called that, draws its 
strength from the success of our 
several ofliciail and unofficial mis¬ 
sions to Moscow to purchase arms. 

It IS quite obvious that the advice 
given to the Prime Minister is to the 
effect that the Sino-Pak concordat 
has exposed the opportunism of the 
Ayub regime and diat an unflinching 
stand by India on Kashmir is more 
likely to find support iq the West 
than ever before But how much 
reliance can we place on this rather 
ea-i-y assumption ? Theie m a fairly 
substantial group of policy-makers, 
at the moment somewhat isolated, 
\vhich believes that willy-nilly the 
West wdl support Pakistan against 
India and, therefore, our moves to 
isolate our hostile neighbours should 
be more subtle and planned in per¬ 
spective. The mefcurial shifts in 
policy these days have gravely da¬ 
maged our image as a self-reliant, 
capable nation 

Bureaucrats at the Helm 
The Prime Minister’s declaration 
on the V (J A deal is a remarkable 
examjile of the kind of sophisticated 
double-talk to which we ,are begin¬ 
ning to get used. He assumes les- 
ponsibility for the decision to go 
ahead with the V O A deal and ex¬ 
plains that onlv Jater did he realise 
that its terms violated the fundamen¬ 
tals of our policy. Anyone with a 
modicum of intelligence knows that 
it is absurd to expect the Prime 
Minister to scrutinke in detail the 
terms of an agreement*, this is the 
.job of,the Secretariat, and particu¬ 
larly of the Foreign Secretary, who 
conducted, or supervised, the, nego- 
tiairions. In other -words, it still re- 
niaitu to b* seen how the Prime 


Minister’s wproval was manipitlated 
lor- this pofiticklly jnept deal, 

Another facet of this "V Q A busi¬ 
ness is the oonfirmatioh that nobody 
of consequence in the mkiisfery, of 
External Affairs, apart from the 
Foreign dietary, vyiw aware of the 
negotiations or their trend — nego¬ 
tiations -which were initiated in 
March t^is year (after V 0 A chief 
Ed Murrow’s visit to the.Capital) 
and concluded in June. ‘The position 
in the Ministry of Information and 
Broadcasting was different; seveial 
senior officers were consulted, in¬ 
cluding the Director-General of All- 
India Radio, who, it is said, backed 
the deal enthusiastically. But I have 
it on the ’most reliable authority 
that all the arguments against the 
deal, arguments which are now 
being used, were presented to our 
negotiators. Were these argumenl'- 
brought to the notice of the Prime 
Minister ? 

Secret Even from the Defence 
Minister I 

Normally, if the Prime Minster 
were not rushed off his ftwl with all 
manner of futile activity, the very 
mention of those three letter.-, 
V D A, would have made hiip cau¬ 
tious. The story now current is that 
he was told that the 'doftl was pai' 
of military aid and essential foi 
eounter-propaganda, , that it would 
not in any way offend AIR’s in¬ 
dependent image, Gasualncss m 
dejihng with these matters, and a 
reluctanoe to provide Pariiameni 
with the fapts, can only damage the 
integrity of the administration and 
increasingly place power Jn the 
hands of bureaucratic tafeeriats wbo 
have little respect for, thO inteiests 
of the nation and its poRaiel. 

Some such floVourina; is also, being 
given- to the NEFA a pro¬ 
fessional in'vearigatiOD' otto' 
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th«t' t(Wa .'i^ #-«btiiAtiij^ 

of^wmbaie,/^ z^'. '<^’'llln 

Repii)^vWo^d IMH' b«' i^mwd 
inter^ iRrin^f Sfinistet’s 

statif^oilvnt' iti;fte}ia^iit ')iie 
MinMrtw Ka« Met) 'etoiy -A 'sutemai^ 
and it iy^p^r» ItAjt ]3^ Pmident <1^ 
India^ too is vRSiwtret of the contente 
of- the Repoi^What' coiddi thew 
be in |hUv Rc|)ort to wariant such 
secrecy ? Are thejre two reports; oije 
contfimictiag the.other, and there¬ 
fore a lelnctance to start another 
bitter eoritroVerey, ?‘-ATe we. trying 
to protect aa yet' unsulHed reputa¬ 
tions ? < Or'ire ‘we.-now eealousiy 
security-ntinded ■-— that is, when ail 
the damage baa dseen dope ? 

Broadly, certain members of Par¬ 
liament wish to establish whether- it 
was military incompetence or p<(U- 
tioal interference, or both, which 
destroyed our capacity to defend our 
borders. And politida) interference 
includes the muli^ refusal to face 
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From the London End 
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I^uwd iW', 'm»e 

ki^!^ iaa 'n m«u| ot 
'poarik'^Btim^ '«tways manages 
h» damw tertwd this central ‘ .israe.. 
01 irM^niihiiity. ‘Hk imprestiion 
Creatftd'by tius;peHomance is rione 
too compkne^ry to the « ofltce'r 
' £orps: hence,' praise on/y for' the 
jawana: When wiij we grow op and 
' katt) M face thd truth ? Perhaps, 
if we had a optional preaj intent 
upon ^ tnith we would'not have 
to put up vtith sophisticated double- 
talk. .. 

S|teculaiioq On Kamaraj Plan 

A revealing commentary on our 
thoroughly confused situmion is the 
^>ecuIation about who is going to 
he puiged from poetical office under 
the Kamarii Plan. By,now,* there 
is not a single prominent political 
leader df the Congress Party at 
Union level who has not been ‘axed’ 
for fhe pleasure of newspaper read¬ 
ers. If-a Visitor to the capital were 


, titt, ip»4ii»wt .. . 

. itio^' nit' wotild , e«hw con> 
lude that' lawafaarlal ffehW was ' 
went to 'eshiblid). his personal, ruta 
iih^gino that a host pf y»iing.iiiien 
were about to take. over ifrmn thin. 
eiders. News^per• readers treat, tt^e 
igmculation as ‘ a comic ' jide-ehoW, 
something which perhaps helpa tkem 
accept the same old' nien, year after 
year, as the only ‘talent’ *in Ihip 
country. * 

. The discussion of the Malaviya 
episode reinforces this thought. Ihe 
Prime Minister « now bmvely 
fending his former colleague —jO' 
fact, almost implyung that the?e was 
no basis for his resignation. An .ai^ 
tonishii^ admission, particularly 
after his failure to expose' the real 
nature of the attack on K D Mafa- 
viya. The ambivalence on the Das 
Investigation is not calculated to 
help Orie caoifot help wondering 
what the Prime Minister hopes to 
achieve by these flabby attitudes to 
the crises around him. 


Artificial Respiration for Dundee 


'pHE latest regulations announced 
by the Board of Trade on 
August 13 with regard to protection 
to be given to the British jute, indus¬ 
try, emphasises once again the diffi¬ 
culties that developing countries 
like India face in trying to promote 
exports of their manufactured goods. 
Despite all the brave words that 
are spoken at GATT meetings on the 
need for industrialised countries to 
import' more manufactured goods 
from the developing world, yihen it 
Lome's to action, vested interests see 
to it that even declining and ineffi¬ 
cient, industries continue to receive 
the type of protection whicli effec¬ 
tively prevents large-scale imports 
from the poorer countries. With a 
General Election looming ahead, the 
Government is quite obviously un¬ 
willing to take chances on a further 
rise in unemployment, particularly 
in a deyelopniient ^jtea like Dundee, 
‘^nd this is OM Uf the reksons why 
the final ' results, of the , review of 
policy on jute itoports has> been 
much jfiqre 'protocboaisi, dian y^hs 
originally antw^pated. Although the 
Board ,of Trade’s hrlgiiull proposals 
were 'nevpr actually, published, it 
generally beikir^ that had they 
gone tfaroimpt, the jute industry 
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would have been only half as well , 
protected as .it is now The table 
(p 1436) sets out-the Pew arrange¬ 
ments. 

As regards imports from other 
countries, apart from the Irish Re¬ 
public and the Eastern Area, to 
which special, conditions apply, the 
existing restrictiona on the price of 
cloth and bags which may be im¬ 
ported will be removed and imports 
from these countries which are on. 
private account, will become subject 
to a quota. 'Ike siie of this quota 
and .^e arrangements for'its allo¬ 
cation. will be announced later. 

Dvmiee BUU, Dependext m Jute - 

The jute industiyr in Britain is 
highly localised nearly all of 
Britain’s jute manufacturers are to 
be found within a few miles of* each 
other in Dyndee and Angus. Dundee 
is in a development district' and is 
eligible 'for ffie substantial help .an¬ 
nounced in the. budget. The Board 
of Trade has stated that it wifi con¬ 
tinue to do its utmost to encourage 
, introduction and expanrion of' 
alternative induetrtes in the DundeO 
krea, but very little is being done 
to ireduce the -dependence in that 
.area on the jute industry. 


. Accordingly, in the. interests of 
employment m Dundee, the jute in¬ 
dustry 18 protected, not by the usual 
methods of tariffs or quotas, but, by 
a unique anangement under which , 
the Board of Trade Jute Control is 
the sole importer of jute goods from 
India and rakistan, the greater paft 
of which it resells at enhanced pri- . 
ces. The Jute Control imports only 
Certain specifications of jute goods, 
and the ' import of other specifica¬ 
tions from l-ndia and Pakistan is, 
prohibited. As a complement Ao 
these arrangements, imports of jut^‘ 
goods from other counteips are sub¬ 
ject to import licencing control and • 
for the most part are restricted to , 
(hose types of goods which the Jufe 
Control does not import from India 
and Pakistan. , ' ' 

. The system of proteefion provided ■ 
for the jute industry is -indeed a re¬ 
lic of the wartime syitem .of stSite'. 
trading and import price control. It 
is'true that in the last mx years, the 
Boat'd‘of T^ade has made three at- 
* tempts to whittle dpwn this protec¬ 
tion. In 1957, the mark-up' on com¬ 
mon hessian doth (used- mainly for 
bag-making) was reduced, from .the 
equivalent of 40 per cent to a 30 

1435 




cent Set rate. In January 1:960, 
^ tlie niark'Up on common lililiiMn 
cloth yros reduced from 30 per cent 
to 20 per cent. Since that date, there 
has bmn no change in the jute in* 
duatry’a protection i)efore the new 
arrangements were announced. 

Why the Chanaea 
A number of factors were rcspon- 
libie for this recent review of the 
protection received by the British 
jute industry. While negotiations for 
Britain’s entry into the Common 
Market were going on, certain ar¬ 
rangements regarding jute goods had 
been determined. The Common Ex¬ 
ternal Tariff of the Six for jute 
manufactures is 23 per cent and 
there were indications that the Bri¬ 
tish mark-up policy would be redu¬ 
ced to come into line with these 
arrangements. Accordingly, pres¬ 
sure from the Government of India 
regarding the whole system of 
“mark-up” wa.s held over while the 
Common Market talks were still go¬ 
ing on in Bruasels, With the break¬ 
down of these talks, it was inevita¬ 
ble that the question of protection 
would have to be re-examined 


ad the redncdqip in tl» mark'up 9i 
common heseiaxi which ia in tine 
with their represemation to the 
Board of Trade. The interests of 
the sack trade in Britain are opposed 
to those of the trade in Dundee as 
the former are most anxious that the 
mark-up on this item should he re¬ 
duced and that the price of Indian 
hessian correspondingly cut in view 
of the inroads that paper and plas¬ 
tic sacks are making into the jute 
sack industry. 

“Equated” Goods : These account 
for 25 per cent of Jute Control’s 
sales and 40 per cent of Dundee’s 
production of jute cloth. 

“Excluded^’ Goods : These account 
for about 55 per cent of Dundee’s 
total production and sales of these 
items have hitherto been totally 
excluded 

Subatanlial Measure of Protection 

The last two items between them 
account for over 95 per cent of Dun¬ 
dee’s total jule cloth output. These 
mainly include such items as jute 
goods used as base materiaK for 
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felt. Aa far as dteae itoDKs lut ctm- 
cemed, Ihe BritM jute indtotry re¬ 
gards any alteration in its protection 
against imports from India and 
Pakistan as a very serious nmtter, 
A 'spi^esman from the Association 
of Jute Spinners and Manufactnrers, 
representing the Dundee Jute Manu¬ 
facturing industry said : 

■ “In general we welcome the 
fact that the Board of Trade lias 
decided to await the findings of 
a detailed enquiry into the indus¬ 
try before taking any radical steps 
to change the former level of 
protection for the great bulk of 
the Dundee and district pro¬ 
duction”. 

Thus despite the hopes that this re¬ 
view might bring some real mea¬ 
sure of help to countries like India 
arnd Pakistan, the changes which 
haie been introduced will continue 
to give a very substantial measure 
of protection to the British jiite 
industry. 


The approximate proportions of 
the Jute Control’s .sales and Dundee 
production accounted for by the 
various categories in the table are 
as follows : 

Heavy Bag^, Common Sac/.ing 
and Wool Sacks : These account 
for 15 per cent of Jute Control’s 
sales and are not produced by 

Dundee. 

Common Hessian Cloth : This ac¬ 
counts for 60 per cent of Jute Con¬ 
trol’s sales and 5 per cent of Dundee 
production of jute cloth. The fact 
that the mark-up has now been re¬ 
duced to 10 per cent can hardly be 
a cause for complaint to the jute 
industry since when the original 
reduction was made in 1957, the 
leaders of the jute industry warned 
their members to cease manufactur¬ 
ing these cheap grades and move in¬ 
to other jute cloth It is true that 
about 5 per cent of Dundee pro- 
dnetioD is accounted for by the few 
fii;in8 who still insist on specialising 
in this item despite the earlier warn- 
bags and despite the fact that 
Indian and Pakistani manufacturers 
Ate largely concentrated in this in¬ 
dustry. 1%e United Kingdom Jute 
fSUods Association, whose members 
ttlisde liHTgely in imported goods, 

' 41 stateRUmt that they welcom- 


Juie Goods Imports from India and Pakistan 


Category 


Present treatment New arrangements 


Cloth and Bags 

(i) Heavy bags, com¬ 
mon sacking and 
wool packs 

(ii) Common hessian 
cloth, mainly used 
for bag making 

(ill) “Equated" goods 


(iv) ‘Excluded’ goods 


Yam 


Imported by Jute Con¬ 
trol and sold without 
mark-up 

Sold by Jute Control 
with 20% mark up 

Sold by Jute Control at 
‘Dundee prices’ (i e 
based on prices charged 
for similar goods by the 
Dundee industry under 
the uniform price agree¬ 
ments now terminated) 


Not imported 


Jute Control does not 
hold stocks, but impoits 
againit specific orders; 
no mark-up applied. 


Being returned to private 
trade 


The mark-up will be re¬ 
duced to 10% with effect 
from 16th August, 196.'t 

Jute Control to import and 
continue to sell with a 
variable mark-up for one 
year jiending the outcome 
of the enquiry If the 
enquiry produces no satis¬ 
factory alternative proposals 
after a year a uniform per¬ 
centage mark-up will be 
introduced. 

Cloth to be imported by the 
Jute Control, against sjpeci- 
fic orders, and sold for one 
year at a 50% mark-up. or 
the Dundee price which¬ 
ever is the lower; the treat¬ 
ment of bags is one of the 
technical matters still sub¬ 
ject to discussion. If the 
enquiry produces no satis¬ 
factory alternative proposals 
after a year a uniform per¬ 
centage mark-up will be 
introduced 

As at pKsent 


w.V-.;-''. 
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440|rUR rales put a premuua On ddif- 
honesty’^, said a Indian 
oHicial in London when some j^ur- 
Italic complained they had been 
allowed to take only three pounds 
im their one-month trip to Britain 
at the invitation of the Comnwn- 
wealth Relations Office. 

A little pocket-money is needed 
for some un-Desai activities like 
smoking, for instance. As three 
pounds is not enough, the visitor 
has to beg or borrow. Repaying 
horrowed pounds with rupees is a 
foreign exchange offence. So it ia 
with a sense of shame that he .ac- 
Lppls pocket money from his host, 
thinking with chagrin of the Indian 
Ministers touring overseas when the 
weather is hot at home. Under toe 
Hriti.sh Raj, high-ups made a bee¬ 
line for the hills in summer. Now 
they make a Boeing-line for eouu- 
tiie.s abroad. On busmess, of course. 

The image we love to think 
Mother India ha.s acquired abroiad 
IS often illusory. Foreigners know 
that we talk too much, talk big, act 
little. Our moral posture does not 
convince. A British industrialist 
■>aid his people, plodding and roun- 
(fane, would pant and crawl up what 
they think is the hill of perfection; 
maybe midway they would meet a 
group of breathless Indians, forced 
ilown by some party or misadven¬ 
ture. 

Britons’ Discreet Silence 

We are downhill now, thanks to 
the Chinese. But it was surprising 
that the people we met in the UK 
M-ldom talked about the border 
thrust. It was a schoolboy at Rep- 
ton who ventured an explanation ; 
Britons would not like to remind us 
of our autumn humiliation Hence 
the d).screet silence. 

The Indian journalists, however 
brought up China whenever thev 
< oiild. One Tory said that since 
India could never match the, Chi¬ 
nese in Ladakh, she should come to 
honourable terms with Peking. The 
'innhasis was on “honourable”. 
India should also negotiate a settfrr 
"lent on Kashmir. How ? “Thai’s 
'"ur business”, the Tory said. 


At Transport House we were led 
to believe that Labour in power 
would be more willing to aid India, 
though the qiokesman hastened to 
add that Labour was not unfriendtjr 
to Pakistan, a iinember of tbe Com* 
monwealth. 

There were frequent references to 
the Commonwealth idea. With 
older people this idea may be a 
hang-over from the days of tlie Em¬ 
pire, reviving memories of Pax Bn^ 
tannica. But with the educated 
young the Commonwealth concept 
seems to be a way of sublimation 
—they would like to forget the 
bloody side of the Empire and think 
instead of a fraternal association led 
by Britain. (“But it’s difficult to 
keep all these nations together, it’s 
like trying to balance frogs on a 
scale, they all jump out, don’t you 
see”, said a fellow-journalist to Sir 
John Hope, son of Lord Lin¬ 
lithgow and son-in-law of Somerset 
Maugham). 

Britain is Looking: Out 

Britain today is looking out. But 
she is in two minds about mo^t 
things, whether it is the Common¬ 
wealth, the Common Market or, leas 
so, the Atlahtic ti^ She should like 
to cultivate »H the dine. But can 
she ,? Some people over thti' 
years the Holes between bet and the 
handful of English-speaking people 
in the ex-CoIonies will wear out. 
Britain has to turn to Europe (when 
de Gaulle is less sublime); though 
the Atlantic tie has a great puH 
(Amerkahs speak the same langu¬ 
age), Britain will have to lotrft 
nearer home, and not gaZe across 
the Atlantic. CoaitiDenla} wine, 
now served in most Brith^ restau¬ 
rants. may be a pointer to closer 
association with Europe. 

At the moment, howeyer, feeHngs 
are mixed about Europe. The'pique 
against de GauHe is strong. Dfet iti 
all quarters, however. Labour feels 
tliat the Tories rattled the General 
f itanv times w hw r. wfel t a-Rtrie lart,* 
Britain could b«Ve Imcn in the Com¬ 
mon Market, 


W Germany ? Public reception 
to the W German President was m 
cool that It embarrmised the autho* 
ritic*. 

What about the Bear ? ‘Five yeais 
' ago Hiost people showed curiosity 
witli interest on hearing that I 
worked in Moscow. Today thtiy 
hardly are interested. They take 
Rossia for granted. Russia is no 
lodger an enigma wrapped in a 
mystery. 

Taking Things in Their Striiie 

Indeed bright young men in Bri¬ 
tain today, taka iiiQst.-thinga in their 
stride. They don't work themselves 
up over anything. Though l^rofumo, 
Ward and Keeler gave clergymen 
the chance of their lifetime to talk 
shop, most people were jus^ amused 
and joked about the affair (“Mac¬ 
millan on hearing of Profumo and 
Keeler said : Hiank God ‘this rime 
it’s a woman’ "). Sews of the World 
sold out in B few minutes.; We, not 
being discreet Englishmen, qould buy 
It cqienly without a blush instead of 
horcowing it from maids. 

Poihicai issues seldom seem bur- 
wng in Britai^ In fget a Labour 
Membdr said "the problem in the 
next elections would he the number 
of people who would not care to 
vote. Tonng men tend to switch 
^ir'ryndHical affiliations, but how 
tn cat^ Biero young, how to bring 
them' to the polling booth ? 

. One treason for Biis apathy is per- 
hilps the prelent difficulty of making 
out 8; Tory fnap a Labourite or 
Liberal; ,«i ait a^tient society (for¬ 
get the (;;pal mloep, the dole-takers 
and the almost Bat production 
curve) party disBn<c4om> appear to, 
be a nol-very-intei*iting game of 
hair-splitting. 

Wo,' hjiMveyer, 'jifeerved some 
ll^iSor differenpes: ‘TWies are still 
f threP of them waiting to 

"the {mutant group of 
Jhdiaa jnurnalisw*^: Labour Is in¬ 
different to bourgeois formalities — 
’Ueherad - into the empty confereiKP 
room, the important group of Indian 
journalists were received after five 
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minutes by atm earnest, intdBIgent 
young man; LSmmis are ratW ab< 
eOnt'Diinded—tlie Jady the important 
group of Indian joumaJists were to 
meet was not there at all t ^aome 
inexperienced assistant had mistimed 
the appointment). 

Most of the interesting conversa¬ 
tion at Conservative and Labour 
Party headquarters I do not remem¬ 
ber, because, relying too much on 
my memory I did not take notes; 
I did not know that with falling 
hair memory too begins to fail. But 
one remembers men (there was no 
chance to know women) : the, elder¬ 
ly gentleman in charge of a new 
town project near Newcastle who 
bubbled with almost Russian energy 






,iM he shovwd, ua arouQd and looked U an gfe>bai^ 
a ^typical en^rieer Iwit was> as I ^ dri^), > 


learnt later, an Oxford graduate in 
history; the Scotli^ guide at Edin¬ 
burgh who did not even forget to 
arrange for our laundry to be wash¬ 
ed — he trunk-called Newcastle 
from Glasgow to fix it up; the 
young men of amused patience and 
quiet humour at Newcastle and 
Nottingham who were always ready 
to go beyond the programme ut 
considerable inconvenience to them¬ 
selves; young and middle-aged head¬ 
masters who seemed to have a pas¬ 
sion for their jobs; a girl of 16 
drinking cherry brandy on the si)’ 
while we kept her headmaster bU'V 
at the dinner table. (There is in tiie 


Yqa, one does rememlier the open- 
ininM, easy-going people one met, 
the clean, prosperous towns ami 
cities (we were naturally shown the 
best parts) and the lovely country¬ 
side. A surprisingly fine -country¬ 
side in an industrialised countr) 
sounds to be a contradiction but is 
not. If you cannot feed your coun¬ 
tryside with facilities — good roads, 
sanitation, livable bouses, electricity 
and the like — and all this require.- 
industrialisation, you can rave like 
a back-to-nature poet or politician 
while your countryside goes to 
weed. 
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Saokey Wlieels limiied 

(IruBorpontted on. November 21, 1952 under dw CoBqjtiniM Act. 195€) 


Begtetend Oflioe 

Wdkefield Houee, Sprott Road, Ballani I^tate, Bombay 1, 


SHAl^ CAPITAL 


Authoviapd 2 

25,00,000 Equity Shares of Re. 10/- each Re. 2,50.00.000 


A. SubecrUieNl end Pald>up Capital > 

(i) 3,83,000 Equity Shares of Ri. 10/- 
each (fully paid) held by JOSEPH 
SANKEY & SONS LTD., ENGLAND 
(hereinafter referred to as “Joseph 
Sankey”), a promoter of the Com¬ 
pany the technical collaborators of 
the Company Rs. 

fii) 3,82,000 Equity Shates of Rs, 10/- 
each (fully paid) held fay GUEST, 
KEEN, WILLIAMS LIMITED, 
CALCUTTA (hereinafter referred to 
as “G. K. W’’), a promoter <d the 
Company Rt 

(ill) 1,00,000 Equity Shares of Rs 10/- 
each (fully paid) held by COM¬ 
MONWEALTH DEVELOPMENT 
FINANCE COMPANY LIMITED, 
LONDON (hereinafter referred to 
as "CDFC") Rs 

(iv) 2,16,000 Equity Shares of Rs 10/- 

eacfi (fully paid) held by MR. SANT 
SINGH SAHNEY, a promoter and 
Director of the Company and his 
sons Rs 

(v) 17,000 Equity Shares of Rs. 10/- 
earh (fully paid) held by the re¬ 
maining DIRECTORS and friends Rs 


38,50,000 

38.20.000 

10,00,000 

21,60,000 

1,70,000 


3 


Total Subscribed & Paid-up Capital Rs 1,10,00,000 


It. Now offered at par for Pobiiq 
Subscription : 

6,00,000 Equity Shares of Rs. 10/- 

each Rs. 60,00,000 

Rs. 1.70,00,000 


Mr. Cbandutal Cbnailal * 
DESAI 

(Alternate Chairman) 
Indian 

44, Friends Colony, 

New Delhi 14 


Director of: 

Shah Construction Co. Ltd., 
(Chainnsm) 

Premier Tyres Ltd, 

(Chairman) 

Sifco Ltd., (Chairman) 

Tensile Steels Ltd., 

(Chairman) 

Camphor & Allied Products 
Ltd. 

(Chainnan) 

Antifriction Bearings 
Corporation Ltd. 

(Chairman)' 

Modella Wootlens Ltd., 
(Chainnan)' 

Oriental Fire & General 
Insurance Co. Ltd., 

Industrial Fmance Corporation 
of India, 

Guiamt State Finance Corpo¬ 
ration 

and others, 


Mr. Krishna Chandra 
MAITRA 

(Deputy Chairman) 
Indian 

Sankey Electncal 
Stampings Ltd., 
Wak^eld House, 
Sprott Road, 

Ballard Estate, 
Bombay 1 


Director ofl 


Sankey Electrical Stampings 
Ltd., 

(Managing Director) 

Guest, Keen, Wilitams Ltd., 


Life Insurance Cotpoiation 
of India 

and othera. 


Terms of Payment : 

(a) On Application Rs. 2.30 per share 

(b) On allotment Rs. 7.50 per share 

Board of Directors 


Name Description & 
Address 

1 Mi Harry Ferguson 
HODGSON 
(Chairman) 

British^ (registered 
Canadian National) 
Joseph Sankey & 

Sons Ltd., 

Hadley Castle. Works, 
Wellington Shropshire, 
England. 


Occupation 

Director of- 


Guest, Keen & Nettlefolds Ltd., 
GarringtOns Ltd., 


Lincoln .Electric Co. Lid., 

(Chaimisui) 

John Lysaght Ltd., 

Joseph Ssatkey ft Sons Ltd., 
S&nkef Bbeldon Ltd. 
(Chairman) 
and (othen. 


4 


Mr. Raymond Percival 

BROOKES 

Bntish 

Carringtons Ltd, 
Newton Works, 
Bromsgrove, Worcs., 
England, 


Director of. 

Guest, Keen ft Nettlefolds Ltd., 
(Deputy Managing Director) 
B.R.D. Co. Ltd., (Chairman) 
G.K.N. Bolts & Nuts Ltd., 
G.K.N. Screws ft Fasteners 
Ltd., 


G.K.N. Stetd Co. Ltd, 

. GarringtOns,Ltd., (Chainnan) 
. Royal Oranarice Factories 
Board, 

Joseph Sankey ft Sons Ltd., 
(Chairman)’ 


Tite Scottish Stampings ft 
Engg. Co. Ltd. (Chainnan) 
ana Othen. 


5. Mr. WilUam 
MORRICE 


Director of; 

Sankey Electrical Stamping 
Ltd., 
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Britich 

OuMtf K«cni 
WUliaiiM Ltd.) 

41, Chowringhee Road, 
Calcutta 16 


OiK#. wmiaana lx$., , 

fMbl^ging DJwtorl 
SirmrtR & Uoyds Private Ltd. 
and othen. 


Parlianient New Delfci., 

Messrs. Rfl| CJiadha R Ctt.i 
Delite Omenta BuOding, 
Ajmen Gate Extendon Area, 
Asaf All Road. New Ddbi. 

It 1> MtftkIjR r!o . 


6. Mr. Sant Singh 
SAHNEV 
Indian 


Director of’ 

Sahncy Steel & Preiaworks 
Private Ltd (Chairman) 


18. Stock Exchange Budding, 
Aiaf Aii R(wd, 

New Oelhi 


New Indo Trading Co, 
475, Sardar Patel Road, 
Bombay 4 


Madbas 

Messrs. Paterson & Co., 
22, Errabalu Chetty Street, 


7 Mr. James Horatio General Managei of the 

WITTON Company 

British 

Sankey Wheels Ltd , 

Mookeriee House, 

17, Brabourne Road, 

Calcutta. 


Madras 1. 

Meurs. Chitra & Co., 

16, Bombay Mutual Building Annexe, 
'122/323 Linghi Chetty Street, Madras 

Locaiiaa of the Industry 


Underwriters 

The entile issue to the public has been underwritten as 
follows: 


The Company’s factory is being erected at Durgapur in 
West Bengal Durgapur is served by a net-work of railways 
and roads and the railway authorities have sanctioned .i 
railway siding for the company which is pi^sently under 
construction 


The Industrial Credit & Investment Corpo¬ 
ration of India Ltd , 163, Backhay Recla¬ 
mation, Bombay 1 


40,00,000 


Place, Siddons & Gough (Private) Ltd, 
6, Lyons Range, Calcutta 1 


Rs 10,00,000 


Lewis & Jones, Bank of Baroda Building, 

Apollo Street, Bombay 1 Rs 10,00 ,000 

Rs. 60,00,000 


Bankers to The Issue 
National & Grindlays B.ink Limited, 

At their branches at Bombay, Calcutta, Madras, Delhi. 
New Delhi, Amritsar, Kanpur, ilyderabad and Bangalore 
Central Bank of India Ltd , 

At their Branches at Ahrnedabad .ind Indore 

Solicitors 


Existing and Proposed Activities 

The Company was incorporated on the 21st day of Nov¬ 
ember 1962, as a public Company limited by shares for ilic 
objects set forth in its Memorandum of Association but parti¬ 
cularly to manufacture, buy and sell wheels of every desenp 
tion for use m vehicles of all kinds and in particular for 
use of motor cars, trucks, lorries, ammal drawn vehicles, 
buses, tractors and equipment relating thereto. 

The project consists of the manufacture of wheels for 
commercial vehicles such as trucks, passenger buses, tractori. 
and the like (hereinafter referred to as ‘truck wheels’) and 
of wheels fc^r passenger cars, Jeeps and animal drawn vein 
cles (hereinafter referred to as 'car wheels') 

The requisite Industrial Licence No, L/7(5) 1/62-AE] 
dated the 10th day of January 1962, has been issued by the 
Government of India under the Industries (Development Ht 
Regulation) Act, 1951. 


Messrs Crawford Bayley & Co , 
State Bank Buildings, 

Bank Street. Bomiiay 1 

Auditors 

Messrs A F. Ferguson & Co , 
Allahabad Bank Building, 
Apollo Street, Bombay 1 


Brokers 

Bombay 

Messrs. Lewis & lones, 

Bank of Baroda Building, 

Apollo Street, Bombay 1. 

Messrs. Batlivala & Karani, 
Union Bank Buildings, 

Dalai Street, Bombay I. 

Messrs. Harkisondass Lukhmidass, 
Stock Exchange Building, 

Apollo Street, Bombay 1 
Messrs Mahadryfa Bros , 

Old Stock Exchange Building, 
Dalai Street, Bombay 1. 

CAterTTA 

Place, Siddons & Gough (Private) Ltd, 
6, Lyons Range. CsJcutta 1 
Messrs C. T. Mehta & Co , 
a, Lyons Range, Calcutta 1. 

New Dstm 

Messrs Httebans Singh Mehta & Co„ 
33, Regal Buildings, 


The manufacture of truck wheels is being undertaken with 
new plant largely being imported for the purpose, the foreign 
exchange for which is being provided by CDFC and Josepli 
Sankey. The construction of the factory buildings, railway 
siding and other facilities is already under way and it is 
expected, barnng unforeseen contingencies, to commence pro¬ 
duction of truck wheels in 1964 

The manufacture of car wheels will be carried out with 
plant already transferred by O.K W, to the Company with 
effect from Ist June 1963 It is proposed to mc^e this plant 
to Durgapur soon after the commencement of production of 
truck wheels as mqre economic production can be achieved 
if both types of wheels are manufactured under one roof, 
but pending this, the plant has been hired to G.K W who 
have agreed to continue manufacture and to sell to the 
Company their entire production of wheels in accordance 
with arrangements concluded with them 

The Technical Collaborators of the Company are Joseph 
Sankey, a company incorporated m the United Kingdom 
loseph Sankey are one of the largest manufacturers of wheels 
m Europe, and were the originators of the pressed steel 
wheel tjoseph Sankey have assigned to the Company the 
i^e6t of their existing know-how and of their trade connet 
tion in the saie of ^ wheels in India In addition Joseph 
Sankey have entered into an agreement for rendering techni 
cal services to the Company 

Gftte of the opening and closing of the subscription list 

Thla Si^eription list wlH be open at ilic Cdmunence- 
ment of Banking hours on 26th August 1963, and will 
at the close of Banking hours on 9tli September 
1965, or earlier at the discretion of the Directors but not 
earlier than the close of Ranking hours on 28th August 



Caste and Politics in Akola 


AbU Blmtt 


iUjni Kotfasri wriMs ^ 


Lately the role oj caste in politics has attracted considerable attention. Social scientists have gefie- 
rally taken one of two positions, ^me sociologists and social anthropologists have emphamed the importance 
of the caste system in conditioning the political process and utilidiig it for its own maintenance. On dte other 

hand, there are the political scientists who argue that because candidate.^ of the same caste often contest 

against each other, caste as a factor in politics is losing importance. 

Both these positions arc extreme and are based on an insu^idenl taidetstanding of the rote that caste 
plays in politics. ' 

Caste is not the cause of factionalism nor does u influence politics to the extent that sociologists 
would have us believe. The cause of factionalism is competition for power. Caste, like other social and eco¬ 
nomic groups, simply provides a basis for one faction or one party to s'et itself against another. 

If caste scenu prominent in Indian politics, it C because for centuries U is the most organised and 

well-Lnit gioup in Indian society. It provides an ongoing structure of group organisation. The politician 
seeking power mobilises his support by working through this structure. This he does with all forms of 
organisation. He does it with caste too. 

Caste, then, is a means in politics. This can be seen from the fact that politiciU facUont and personal 
ambitions for power cut across caste loyalties. 

An attempt is made below to pursue the conflict of power between different caste gropps with a view 
to di.u'eriiing the precise stages through which the interaction between caste and politics passes and the sort 
of group process that politics initiates in a caste-oriented society. The study, conducted in a Maharashtra 
district, supports the view expressed above that the operative category of Indian polities is neither caste nor 
party but faction The thesis calls for elaboration and detailed field examination in different siUiations. Thii 
u an attempt in that direction. 


^KOLA district is centrally situa¬ 
ted among the foui districts of 
Berar. It is also one of the eight 
districts of the Vidarbha region 
which was formerly under the C P 
and Berar State. With the States 
Beorganisation in 1956, it is now 
[lart of Maharashtra 

The district has a population of 
11,89,277 according to the 1961 
(ien.sus, of which the agricultural 
pupulation is 74 per cent and the 
remaining 26 per cent include bu.si- 
ness, service and other occupations. 

Table 1 shows that the Marathi¬ 
speaking castes form about 80 per 
cent of the total population. The 
term ‘Maratha’ has three connota¬ 
tions. Firmly it refers to those who 
speak the Marathi language. This 
connotation has no point for us 
since it does not explain the cjaste 
distinctions within the Marathi¬ 
speaking population According to 
the second connotation, only 96 
families of the higher Rajput caste 
are Marathas. This is too narrow 
as it ignores the widespread Mara¬ 
tha consciousness among large sec- 
lions of the non-Brahmin population 
of Maharashtra, According to the 
third connotation, a number of cas¬ 
tes arc regarded as Marathas, the 


chief among these being the Desh- 
mukhs and the Patils. The Patils 
form the biggest percentage of the 
total population. In Akola they 
constitute about 50 per cent of the 
population. The Deshmukhs form a 
very small minority, about 1 per 
cent of the total population. Within 
each of these there are various sub- 
castes. The Deshmukhs were origi¬ 
nally Patils but in the British period 
they were given righto of collecting 
land revenue. Because of this 
power, they came to acquire high¬ 
er statu.o in the villages They 
started giving their daughters only 
to the Deshmukhs of other villages, 
though they took Patil daughters for 
their sons. Another reason why 
Deshmukhs came to acquire a highei 
status was that among them they 
did not practise the custom of widow 
remarriage while among the Patils 
the custom was prevalent. Howevei. 
there were no dining reslictions bet¬ 
ween the two. On the whole, caste 
restrictions between Deshmukhs and 
Patils are rapidly being relaxed but 
caste identification in politics, as 
we shall see, is >itiU maintained and 
is perhaps becoraitjg clearer. 

Among the antOuthobJes who 
form about 20 per cepl die total 


population, the Mahars are the most 
dynamic group, Thoy have had 
long administrative experience and 
some education. “In every village, 
Mahars by hereditary right confirm¬ 
ed by the Government, perfonjwd 
numerous public menial services. 
Mahars are under the control of the 
Patel (the village headman). As 
with Jaglias, their principal duties 
consist of patrolling the village at 
night and carrying reports. They are 
also responsible for the conservancy 


Table 1 i Sodal Compeaition of 
Akola District 


Per cent of 
Total Population 

Brahmins 

1 

Marathas 


Deshmukhs 

1 

Patils 

50 

Mohammedans 

10 

Marwadis 

2 

Scheduled Castes 


Harijaaf! 

11 

Othfirs 

11 

Scheduled Tribes 

3 

Other Castes 

11 

Total 

100 


Note s The figures are approximate. 

In the absence of authoritative 
^ and natistici, a 

rough classificktion of the 
population was made and 
checked in the field. 
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of the village”.’ With Dr 
kar a* their leader the 
organbed themselves iti the 
publican Party. The Mahais arc 
found concentrated in some areas of 
Akola District where they constitute 
a substantial political force and au- 
in a position to change the balance 


ars 

Re- 




of power. The present Republican 
leaders shew a tendency to work 
with leaders of the Congress party 
but they cannot openly join hands 
Wifli the Congress as Ambedkar, 
who was their hero, vehemently op¬ 
posed the Congress. However, they 
are often found supporting power- 




fill groups in the Congress. In the 
last Zila Pdrishad election sotne dis¬ 
sident Congressmen, who were caste 
Hindus, were given the Republican 
ticket and got themselves elected. 
As we will see, the Republican party 
forms an important pressure group 
within the Congress in the Akola 


Be Tsukiko’s guest on 

your next flight abroad 



to Cairo, Rome, London 

...and the Far East as well ! All the 
way you can now enjoy the world 
famous hospitality of Japan Air 
Lines. Kimono*clad hostesses like 
Tsukiko Yamazaki serve you like 
a guest in a Japanese home... 
pamper you with traditional 
Japanese hospitality, courtesy 
and personal service. 
Whether your travels take you to 
Europe or the Middle East—the Far 
East or the U.S.A.—don’t miss this travel 
experience unique in all the world. Fly the 
smooth, dependable Jet Couriers of JAL to 
your destination, direct from Calcutti 
or by connection at Karachi. 


UAPAISt 

AIR 

LINES 


For reiervaiions 
see your travel agent 
or JAL at 


35A. Chowringhee Road, 
Calcutta 
Telephone : 23-7811 

32, Rampart Row, Bombay 

Jeewan Vihar, 
Parliament Street. New Delhi 

JAL Hostess 
Tsukiko Yamazaki 
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Dedine of llie Brahmiiis 

District politics in Akola provi- 
<le an interesting case study of the 
shift of power from one community 
to another. Before examining iahe 
shifts, some background of the anti- 
Bramin movement in Maharaditra 
and in Berar is necessary. 

In Maharashtra, as in many other 
parts of India, Brahmins dominated 
almost every field in the nineteenth 
and early twentieth centuries. They 
were the educated and the more ad¬ 
vanced sections of society. Govern¬ 
ment services were manned by the 
Brahmins. They were also in the 
forefront of the nationalist move¬ 
ment. 

The Maharashtrian Brahmins’ 

(urapaign against the British -Raj 
dales back to the 1857 mutiny when 
the Peshwa, the Tatya Tope ^nd 
Ham Laxmibai of Jhansi, all Brah- 
mm.s, led the revolt against foreign 
rule. This heroism continued and 
in this century Brahmins were again 
in the forefront of the struggle 
against tlie British. Tilak, Gokhale, 
Wamanrav Joshi, M S Aney, and 
Savarkar were all Brahmins. Part 
of this tradition owes to the histori¬ 
cal peculiarity of Maharashtra where 
the priestly and pohticail functions 
were combined in the Brahmins. In 
the words of Sir Michael O’Dwyer, 
"The reason for the undoubted pro¬ 
minence of the Maratha Brahmin in 
the political movements of the last 
'10 years, whether a moderate such 
as Gokhale or an extremist such as 
Tilak, IS to be found in their his¬ 
tory . . The Maratha Brahmin is 
the only class among the Hindu in¬ 
telligentsia that has behind it the 
liadition of two centuries of almost 
independent rule”. ^ 

Anti-Brahmin Movement 

The anti-Brahmin element in 
Mahara.shtra politics can be traced 
roughly to the Satya Shodhak move¬ 
ment which was in essence a non- 
Biahmin movement. It started m 
Kolhapur and spread over the rest 
of Maharashtra. Inspired by the 
then ruler of Kolhapur, it is said to 
have the approval of the British who 
wanted to check the Brahmin agita- 
lois. “In 1920 after the death of 
l.okmanya Tilak his paper Kesari 
puhlished in full the original cor- 
icspondence that took place between 


the Maharaja of Kolhapur, the Gov¬ 
ernor of Bombay and the Viceroy 
which conclusively proved the gene¬ 
sis of the non-Brahmin movement”.' 
Karmavir Bhaurao Patil and Keshav- 
rao Jhede were the known leaders 
of the Satya Shodhtdt movement. 
The Satya Shodhaks used to stage 
dramas known as tamashas in which 
Brahmins were depicted as the cruel 
exploiters. 

In the Bera^' area, the movement 
'also took an anti-Marwadi form with ' 
Dr Panjabrao Deshmukh and Pari- 
dharmath Patil as the main leaders. 
There were special reasons for this. 
The Marwadis were outsiders who 
had come to the Berar area as com¬ 
mission agents of Bombay textile 
mills for purchasing cotton which 
was an important crop of Berai. 
Slowly they settled down and start¬ 
ed other businesses. 

Exploitation of cotton growers 
and trading in the land of peasants 
for com in the.famine years of 1902 
and 1908 made the Marwadis un¬ 
popular with the local population 
The Satya Shodhaks worked on these 
feelings. So in the Berar area there 
was the slogan Shetjee Bhatiiee 
Nako (“capitalists and Brahmins 
not wanted”). 

[A parallel can be drawn between 
the Self-Respect Movement in Mad¬ 
ras, forerunner of the D M K, and 
Maharashtra’s Satya Shodhak move¬ 
ment. In both States, Congressmen 
helped the movements. Now in both 
the States elimination of Brahmins 
from politics is total and complete 
Today in order to survive in poli¬ 
tics they have to accept non-Brali- 
min leadership. | 

The decline of Brahmins in Maha¬ 
rashtra politics had started since 
1920 with the death of Tilak. 
Gandhiji also had a great impart. 
Wardha, a district of Vidharbha, 
was his headquarters. The rise of 
the Gandhiites against the Tilakiles 
in the Congress hastened the process 
of the decline of the Brahmins. 
Leaders of Vidarbha like Khare, 
M S Aney and Patwardhan had to 
leave the Congress. In 1938 a C P 
and Berar Non-Brahmin Conference 
was held in Nagpur under the aus¬ 
pices of the Congress. Keshavrao 
jedhe who had by now left the 
Satya Shodhak movement and join¬ 
ed the Congress presided over it. 
Jomnlal Bajaj also attended it and 
Sardar Patel sent the message in 


wihw^^hc said, ‘how long will the 
non-Bnihmitis of CP and Berar 
who are in huge majority be led by 
a particular small community ?’ * 
Thus,was sealed the fate of Brah¬ 
mins in Berar politics. 

Rifts among Castes 

The dominant ideology of the 
thirties in Maharashtra was provid¬ 
ed by tile Bahujan Samaj (“the 
majority society”). In 1938 this 
Maratha slogan entered Berar poli¬ 
tics. * Originally, the Marathas were 
brought within the Congress fold by 
some Marwadi leaders who backed 
them to gain or maintain power 
against the Brahmins. 

But the process which started 
with non-Brahmin agitation did not 
stop there. The Marwadi leaders 
who^elped Marathas to rise in poli¬ 
tics v^re m turn brought down. Still 
late^j^factions arose even within the 
Bahujan Samaj. A rift came bet¬ 
ween the Marathas and other Mara¬ 
thi-speaking minority castes such as 
MaJiars, Tailis, Malis etc. Finally, 
with the State and local elections, 
a rift has started even among the 
Maratha caste between the Desh- 
miikhs and the Patils. This was 
seen in the first Zila Parishad elec¬ 
tions discussed in detail later. 

Table 2 shows the gradual dec¬ 
line of Brahmin and Deshmukh 
Marathas and the rise of Maratha 
Patils. The trend is far more clear 
in the composition of the Zila 
Parishad of Akola. More than 70 
per cent of the members of Zila 
Parishad are Pauls and out of the 


Tafck^2 : Caste Composition of M 1- 


as from 

Akola District 


1952 

1957 

1962 

Election 

Election Election 

Marwadis 

2 

1 


Mohammedan.<i 

2 

2 

1 

Harijan 

1 

2 

1 

Brahmin 

1 

— 

— 

Deshmukh 

2 

— 

I 

Patil 

1 

2 

4 

Rajput 

1 

— 


■Vanzara 

— 

1 


Bhatia 

— 

— 

1 

Table 3 : Group Position in 

tlie 

Akola 

ZiU 

Parisbad 


Congress Opposition Total 

Patil Group 

8 

16 

24 

D C C Group 

15 

— 

15 

Rejiublicans and 




Independents 

— 

8 

8 

Total 

23 

24 

47 


144.1 
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IS also increased. 
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Hoods have served for several decades The engineering skill and over half p 
century oF experience of Swedish techmcians are today available m India 
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three tsm 

Pat^.jficiluddlnf the President. Let 
ua esMumiac the process by which 
such a replaoenient of castes has 
taken place in Akola poiitics. 

m 

MUKMiK tito 

As has been already mentioned, 
Akoht is a part of the Berar region 
atid was also for a long time* the 
headquarter of Berar politics. The 
office of the Vidarbha Pradesh Con* 
gress Committee was located in 
Akola city from where the mam 
Berar leaders like Veer Wamanrao 
Jofdii, Punjabrao Deshmukh, Biyani 
and others functioned. The politics 
of Akola district cannot, therefore, 
t be viewed in isolation from Berar 
politics. 

From 1930 to 1937 Berar pojitks 
was controlled by Mafaarasbh iaii 
Brahmins. They were in chargil'** of 
the P C C and all the D C Ca. 
About this time the Marwadi lead¬ 
ers were also coming up. Fafeed 
with the monopoly of the Brahmins, 
they started mobilising the support 
of the Marathas. Slowly two groups 
developed within the Congress, th« 
Brahmin and the non-Brahmin, the 
latter consisting of Marathas, 
Marwadis and Malis In 1936-37, in 
a contest between a Brahmin and a 
Mali in the election for the A 1 C C 
delegate, the Mali got elected. This 
was followed by a struggle in 19.38 
between the Brahmin and non-Hrah- 
mm groups for the Presidentship of 
the P C C. The Non-Brahmin group 
-.ponsored a Marwadi publisher who 
got elected. After this, the Congress 
tickets for Municipal and Local 
Board elections were given to 
Marathas and Marvadis as against 
Brahmins. When the Brahmins op- 
)>osed this, disciplinary action was 
taken against them, and one Brah¬ 
min leader was expelled. 

In the 1952 elections some 
followers of the Marwadi leader 
deserted him because of his favour¬ 
ing a moneyed man against one of 
Ins followers whom he had promised 
<1 seat. This follower now led a 
faction against him in the Akola 
City Congress and Municipality. In 
the District politics a Deshmukh 
leader became powerful and conso¬ 
lidated his position against the 
Marwadi leader who was in fact 
lesponsible for bringing him into 
the Congress. 

In the Second General Elections 


dthre weft! two gre^s in 
Congress, one pro-Vidarbha group 
and the other pro-Mahaio^tra. 
The pro-Vidarbha group was led 
by the Marwadi leader with the 
support of some Maratha Patils. 
The pro-Maharashtra group was led 
by the Deshmidch leader. The 
Marathas were in both the groups. 
In giving the Congress ticket in 
1957, the main issue was loyalty to 
the linguistic groups. The Mar¬ 
wadi leadm, though he got the tic' 
ket, after some time left the Con¬ 
gress on the Vidarbha issue. There¬ 
after, the Deshmukh leader became 
the unquestioned leader of Akola 
District and rose to be a Minister 
of the Maharashtra State. 

With the decline of the Brahmins 
and Marwadis, the Marathas gained 
complete control of Akola. The 
process thereafter was one in which 
competition tor power within the 
the Marathgs is accentuated and 
leads to a clear iqilit. The First 
Zila Parishad Elections held in 1962 
played an important part in this 
process. 

Zila Parishad Elections 

Three groups contested for posi¬ 
tions in the Zila Parishad. One 
ronsi.sted of newcomers in the Con¬ 
gress and was dominated by the 
representatives of the caste of Ma¬ 
ratha Patils, the most numerous 
community in Akola. This group 
ultimately succeeded. The second 
was led by a nominee of the D C ti 
President, who also had the sup¬ 
port of the Deshmidth leader of the 
District, now a State Minister. The 
third was the Republican Party 
which consisted mainly of the 
Mahars but had been expanding 
lately to include others. 

The leader of the younger group 
asked for the Congress ticket for 22 
persons belonging to his group, 
most of them Patils. Only 8 of 
these, including the leader, were 
given the ticket. Most of the 
tickets were given to nominees of 
the Dec group loyal to the Desh¬ 
mukh leader. This led to an open 
revolt and the 14 Congressmen of 
the Patil group who were not given 
tickets contest^ against those who 
got the Congress ticket either as 
Independents or on Republican 
tickets. Some other Congressmen 
o( the Patil group who had not ask¬ 
ed for tickets were also asked to 
contest against official _ Congress 


liandidatw. tticy eidusr stood as 
Independents or took on the Riqiub- 
lican label The Republican Party, 
keen to augment its strength in the 
election, gladly gave tickets to 
these rebel Congressmen, irres¬ 
pective of their caste. 

As it turned out, a number of 
official candidates of the Congress 
Party were defeated by the rebels 
from the Patil group. The party 
position immediately after the elec¬ 
tion was 23 Congres-smen against 
24 Republicans and Independents. 
But the Patil group had been divid¬ 
ed with 8 getting in on Congress 
ticket^ and as many as 16 in the 
Opposition. The D C C took dis¬ 
ciplinary action against all Con¬ 
gressmen who had contested against 
official Congress candidates. 

Patil* ti* DeahmukJt* 

The importance of such large- 
scale desertion lies in the sequel. 
Tiic Congress Party had to d^ide 
Its candidates for the Presidentship 
of the Zila Parishad. Two contes¬ 
tants came forward, one the leader 
of the Patil group and the other 
the nominee of the D C C group 
who also was a PatiJ but had joined 
the opposite group. As things were, 
the foniM^r would have lost. He, 
therefore, came out with the pro¬ 
posal of taking back expelled Con¬ 
gressmen into the Party. This was 
resisted by the D C C group as well 
as the Deshmukh Minister. How¬ 
ever, the Party Observer sent by 
the P C C who was also a Patil by 
caste, .supported the stand. But the 
decisive step came when the Patil 
grou^> threatened that they would 
join the Opposition and their lea¬ 
der contested as an Opposition can¬ 
didate for the Presidentship. If this 
happened, the Congress would lose 
the elections This was something 
that the Minister from Akola could 
not tolerate. His prestige would 
be lost if in his own district, the 
Opposition should come to power. 
He pressed the D C C to accept the 
expelled Congressmen back in¬ 
to the jiarty hardly a fortnight after 
the expulsion took place. Upon 
this the Patil group emerged victo¬ 
rious and secured nominations for 
three out of four office bearers of 
the Zila Parishad including the 
posts of the President and the Vice- 
President. The changed party 
position was now 39 Congress and 
8 Opposition. The change came as 
a result of the D C C group giving 



ill to thr jjowerful faction 
it which cleverly used the dpppsl- 
tion party to gain h« point in the 
(ingress organisation. 

Support of Opposittofl Needed 

Rivalry still exists between 
the D C C and the Patil groups. 
Even now the group that controls 
the Zila Panshad seeks the support 
of the eight Opposition members in 
the day-to-day working of the Pari- 
ahad. The Opposition members 
who include the Repuhlican.s can 
get their work done more easily 
than the rival group of the Con¬ 
gress. The Opposition by joining 
hands with the powerful Patil group 
group in the Congress has virtually 
become a pre.ssure group witliiii 
the Congress Party, 

The factional struggle within the 
ruling party has also resulted in the 
numerous caste of Maratlia Patils 
gaining against the other group of 
Maratha.s, the Desliinukhs, who arc 
in a minority in the district but 
who had dominated the politics of 
the district after the decline of the 
Brahmins and the Marwadis.On the 
other hand, the caste distinction is 
by no means clear-cut Patils aie 
found in the Deshmukh group and 
Deshmukhs in the Patil group We 
have seen that the nominee of the 
D C C group for the Presidentship 
of the Zila Panshad was al.so a 
Patil. Similarly, a Deshmukh lea¬ 
der who was with the D C C grouji 
to begin with joined the Patil group 
when the latter proved more power¬ 
ful, Again, the original caste orieii 
tation of the Republican Party 


was found to change in an attempt 
to gain a broader footing in dis¬ 
trict politics. Parties and factions 
were, thus, found to cut across 
caste loyalties. 

IV 

Conclusions 

To sum up, the politics of Akola 
district from 1930 to date is chara¬ 
cterised by the shift of power from 
the ritually high caste of Brahmins 
to the numerically strong caste of 
Marathas and among the latter 
from the minority caste of Deshmu¬ 
khs to the majority lasle of PntiN 
Numerical strength, then, holds the 
key to the relationship between 
caste and politics. The process wa.s 
initiated by adult franchi.se and 
completed with the introduction of 
Panchayati Raj. 

There are other aspects to this 
relationship When the question 
of sharing of power within on" 
caste or a coalition of castes comes. 
It gets factionalised. To oppose the 
Brahmins, the Marwadis and the 
Marathas got together. Rut once 
the Brahmins were eliminated, a 
.split came between the Marwadis 
and the Marathas Finally, even 
among the Marathas a .split came 
between the Deshmukhs and the 
Patiis When rivalry was found in 
some places within each of these. 
It took place between sub-castes, as 
between Assamee Patils and Vatan 
dar Patils Where two Patil can¬ 
didates were contesting against each 
other, the support of the voters was 
mobilised on the basis of these sub- 
c-astes. To say, therefore, that be¬ 


cause two candidates of the same 
cubte contest against eadv other, 
caste rivalries play a minor role in 
politics is to show an inadeqate 
understanding of the interplay of 
laste and politics’. 

On the other hand, the Akola 
.'tiidy shows that political competi¬ 
tion often cuts across considerations 
of caste and, what is more, the 
latter is often activised by competi¬ 
tions in politics and the struggle 
for power. Thus Panchayati Kaj, 
among other things, is bringing 
about an increasing politici.satioii 
of caste. The study shows how, m 
Older to survive in politics, the 
Republican Parly which started as 
u (lolitical organisation of the Sche¬ 
duled caste IS casting off its caste 
idrntitv and admitting candidates 
from other castes. 

Finally, the study indicates how 
the struggle foi power cuts jiti os- 
party loyalties by giving rise n 
factions which acce/it neither the 
disnplme of the party nor the iden 
tity of the rasle It supports the 
proposition that the operatioiul 
category in politics is neither rabte 
nor party hut faction. 
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Regional Over-Supply of Labour and the 
‘Protectionist’ Argument 

A Comment 

' ^ Amn K Dattagopta 


In his article “Regionnl Over-Supply of Labour and the ProtecliCntst Argument", published tn the issue 
of July 6, 1963, Amitava Sen seeks to establish two proposition': '' 

(i) the transfer of even unskilled surplus labour frcin the lagged to the growing regions within a 
country might impose some Sdfrifice on these regions- 

(ii) ai the same time this shift brings no tonespcnding benefit to the growing regwris if they arc 
already burdened with a labour surplus. 

We propose to show here that while the first proposition has been far frbm established, the second pro- 
position, although largely valid, really resolves into the old controversy over concentrated versus dispersed 
growth. 


QOLDSMITH’S picture of the ‘H«- 
serted village’ was perJiaps 
somewhat over-drawn. But the in- 
rrea.sing concentration of activity 
at points once unknown or relative!)' 
little known but subsequently found 
to possess several economic advan¬ 
tages and the movement of lahoui 
to these growing points from the 
lagged regions form a common ex¬ 
perience in the industrialisation 
jirocess of developing economies 
Does this inter-regional shift of 
labour yield any net gain to the 
community? 

Whether the community would 
derive any net gam from such shifts 
of laliour can only be ascertained 
after one has considered the net 
gains and losses of both the glow¬ 
ing and the lagged regions. 

I 

Gains and Losses of Lagged 
Begions 

The following are the gains which 
niay be exijected to be derived by 
the lagged regions burdened with 
'<uiplus labour: 

fl) A rise in productivity will 
occur as a result of the withdrawal 
of some surplus labour and a fon- 
■lequenl improvement in caoAal- 
labour ratios The existing capital- 
labour ratios in the agricultuie- 
onented lagged regions are fir from 
optimal even in the current cireimi- 
stances in a country like India 
(This point is nowhere mentioned 
by Sen in his paper.) 

(2) There will be a decline in 
the social cost of maintaining sin- 
plus labourers, i e a rise in the 
available surplus of the region. This 


may yield any one of the following 
results; 

(a) a rise in the per capita con¬ 
sumption of the population 
left 'behind, 

(b) a rise in pioductive invest¬ 
ment without necessitating 
any further sacrifice or forced 
saving by this population 

13) The shift will mean rediiieJ 
unemployment with its attenden! 
social benefits in the form of reduc¬ 
ed tension and reduced political 
agitation 

(1) If the unwanted labonrei.s. 
n«w employed elsewhere, supplv the 
members of their family (insofar u'- 
the lattei aie left behind) with 
goods bought in the growing regioiis. 
there will he a further use in the 
standard of living of the lageecl 
legions. This is in addition to the 
rise caused by 2(al above. 

As against these gain,s one ha-- to 
examine the possibility of thr 
followmg losses mentioned hv Sen; 

Risk of InflaikfR 

(1) It has been argued tlial 
when imported lahouiers in the 
growing reaions transfer then sav¬ 
ings to their families left behind, 
only a transfei of money income 
lakes place, and that the supply of 
local goods being more or less in- 
elastici this cawaea a'rise in prices. 
But this argument i.s not quite cmi- 
vincing First, we ought to conside? 
the fiossibiiity of a 'demonstration 
effect’. The whole of the additional 
money income of the region need 
not be spent on the purchase of the 
same type of goods (locally pio- 
duced), while the demand for new 


lypies of goods need not raise local 
prices, for such goods can be im¬ 
ported. Secondly, even if the addi¬ 
tional money income be spent on 
stereotyped local products, Uteir 
prices need not rise, for their avail¬ 
ability IS also expected to be greater 
due to causes mentioned under (1) 
and 2(a) in the discussion of gain.s. 
Thirdly, even if local supply is in¬ 
elastic. and there is little change in 
the composition of consumption de¬ 
mand, prices need not rise, for the 
excess of local demand over local 
supply can be matched by imports 
finanred by ihi.s additional income 

(2) If part or whole of this 
transferred money income is invest¬ 
ed produrtively, there will be forced 
saving. But, the basis of this argu¬ 
ment — the assumption of a cut in 
consumption — is unwarranted. For 
the shift of surplus labour has al¬ 
ready mcieased the investible sur¬ 
plus of the region. Moreover, if 
this income is used to finance capi¬ 
tal imports, why should there be 
any forced saving’ As much im¬ 
ports are income-generating, it is 
not correct to argue that they will 
benefit only the growing regions 
which will .supply them and not the 
lagged legions which will receive 
iherrt, 

--linpact on Agriculture 

(3) It has been pointed out 
that there may be a set-back to agri¬ 
culture (if migrating labour is only 
seasonally surplus) owing to neg¬ 
lect of farming, less intensive farm¬ 
ing and absentee land-management. 
Rut there i.s no reason to assume 
that when tin- seasonally surplus 
leave the countryside during the 
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m‘ left 'totally, uta-.', 
catad-fw- ’ "&*•' ffll 'lliB'' 'li«iAii‘ 
jMrnianent wieioplqynient amfU'S'^ 
th^ landless proletariat, the migra’ 
t 0 ^ charotaer of the bulk of the 
industrial labour in die growing 
regions should be interpreted not so 
much as a division of the total 
wodk-year between fanning and 
factory-work by such workers but 
rather as a mere propensity just to 
maintain regular contact with hearth 


(4) |lye miW^y ,liO^ <Jocill 
isitew hwMtfy" will- welwM.' 

(5) ‘ The increased prosperity cf 
the reidcm will make possible the 
expansion of certain old indiHtries 
(which could not so long Sourish 
due to inadequate demand) as also 
the rise of new industries. 

As against the above gains one 
might set the following possible 
tosses ; ' 


laggr^ thgiom or of the growing 
idgiMM? ' But ibis is an oH ova*- 
discussed issue —• the issue of con¬ 
centrated versus dispersed growtb-~ 
whose repetition would be sheer 
waste of time and space here- 

Growing regions with surplus 
labour are likely to suffer the 
following tosses, in addition to the 
losses mentioned under the head A: 


and home in the country (‘thetfural 
nexus'). 

(4) Insofar as the lagged r^ions 
miss the opportunity of recowefing 
the cost of rearing this population 
because their services will not be 
available, there will, of course, be a 
loss, as the writer argues. But as the 


(1) Insofar as the imported lab¬ 
ourers transfer their savings to the 
lagged regions, a capital market 
pi^lem may arise because substan¬ 
tial savings fail to find their way 
back to investment through capital 
market channels. 


(1) There will be a decline in 
the quality of sorial life at the 
growing points* due to increasing 
congestion, the presence of a float¬ 
ing, predominantly male, working 
population steeped in poverty and 
Ignorance, and a decline in wage- 
rates. 


regions are not currently in a posi¬ 
tion to give them gainful emfduy* 
ment, this loss will have to be hp)ne 
anyway, while this (obviously poten¬ 
tial and not actual) loss can at least 


(2,) The presence of unported 
labour with a rural nexus may pre¬ 
vent the growth of trade unionism 
on sound and healthy lines (as the 
experience of India suggests). 


(2) The decline in wage-rates 
and the rise in unemployment may 
so damage the morale of local 
labourers that their skill may 
further decline,. 


be minimised by transferring jjbe 
surplus population and thus reaping 
a two-fold gain: 

(i) avoiding the social cost of 
maintenance, and 

(ii) increasing the scope for better 
utilisation of scarce non-labour re¬ 
sources. 

Thus the net gain to the lagged 
regions from a reduced pressure of 
unemployed labour is obvious and 
beyond doubt. 

n 

Gains and Losses of Growing 
Regions 

We can now consider the gains and 
losses of the growing regions. 

(A) Labour Shortage Case 

Insofar as such regions suffer 
from a scarcity of labour, the follow¬ 
ing gains are likely to accrue from 
u policy of importing labour from 
outside: 

(1) These regions will procure 
the necessary labour resources with¬ 
out incurring the cost of rearing 
labour. 

(2) This influx will result in a 
fall in wage-rates and thus to a'4»il 
in wage-cost. 

(3) There will he a rise in out¬ 
put through better utilisation of 
non-labour resources (the loss to 
local labour owing to a fall in 
wage-rates is thus likely to be in¬ 
directly offset by a rise in real 
wage). 


(3) A rise in demand lot lood 
may necessitate increased food im¬ 
ports. The argument that this would 
involve a worsening of the terms of 
trade for these regions assumes that 
food supply in the lagged regions is 
completely inelastic (because the 
reduced pressure of population has 
not resulted in' any improvement in 
agriculture there!) and also that 
the increased income of the lagged 
regions has not raised the demand 
for manufactures from the growing 
regions. 

(B) Labour Surplus Case 

Insofar as the growing points 
already have labour surpluses, they 
are likely to enjoy the following 
fiains: 

(1) If imported labour is more 
skilled and/or cheaper than local 
labour, production cost will fall- 

(2) Local labour will gain in 
skill from association with skilled 
imported labour. If local labour 
is less skilled than imported labour, 
but skill is a function of time and 
experience (and not of contact with 
superior skill), then, of course, 
there is a case for protecting the 
labour market of the growing points 
parallel to die infant industry argu¬ 
ment. But the cost of this protec¬ 
tion may be too high and we have 
to solve the problem of what to do 
with the labour surplus in the lag¬ 
ged regions. Should we raise the 
labour-absorption capacity of the 


(3) There will he a decline in 
the investihle surplus of the regions 
as the pressure of unemployment 
increases, for the unemployed will 
have to be maintained. 

The above discussion makes it 
abundantly clear that Amitava Sen 
has failed to establish that the trans¬ 
fer of suqjlus (even unskilled) 
labourers from the lagged regions 
may involve some sacrifice for these 
regions. Tlierc are distinct net ad¬ 
vantages to be gained from such 
transfers if they are directed to 
growing regions with labour short¬ 
ages. In the case of such transfer* 
to growing regions already burdened 
with a surplus labour problem, 
tfaefe^'is perhaps no net gain to be 
derived from the national stand¬ 
point, as the net gains of Jagged 
regions are likely to he neutralised 
by the net losses of the growing 
regions. Here the aigument really 
resolves into a controversy over 
concentrated versus dispersed growth 
in an over-populated economy. But 
this is more or less a settled issue 
for the policy-maker of this decade 
and, as such, is rather unnecessarily 
repeated in the garb of a discussion 
on regional over-supply of labour 
and the protectionist argument. 

* Tor supporting factual evidence one 
may coiuuh in this connection the 
Planning Oonuniasion-moniiOTed study 
“Th* City of Calcutta’’ by S N Sen 
of the Calcutta Univenrfty (|962,). 


U49 





^‘7 'V 



Valtte Tlupo^b Exc^eooiu DistnbntiflW 

Kitehna B BhandwaJ 

EcoM>mic theory has its fair share of conundrums. Discarded as mere *‘chiineras’‘ by the more 
pragmatic and empirically-oriented economists, these puzzles continue to fascinate those with a flair for edrnt^ 
faction and challenge their speculative ingenuity. Of these, the ‘chimera of absolute value’, long fallen, into 
oblwioa after the unsuccessful efforts, notably by Ricardo and Marx, to discover an invarianl yardstick 
to measure value, has now been revived in Piero-Sraffa’s excellently expounded book “Production of Coyn- 
modities 

Staff a re wives the Ricardian Riddle within a framework of analysis, wherein neither the output 
composition twr the proportions in which means of production are combined change. Thus, both the frame^ 
wcrk of investigation as also the central problem to which Sraffa particularly addresses himself are, in spirU, 
classic^. 

Those of us, accustomed to economic analysis always running in terms of variations of factor-propor- 
lions or output-combinations would he struck by the extremely rigid framework within which Sraffas ana¬ 
lysis is conducted. Indeed, it is a unique accomplishment of his work that within this restricted economic 
domain U created a nucleus of deeply significant ideas which presumably have wide-sweeping consequences. 


jgRAFFA bfginy with a simple mo¬ 
del oi production for subsisten¬ 
ce where the total product is just 
sufficient to sustain the workers and 
to serve as means of production.* 
In such an economy, without sur¬ 
plus, there is a unique set of ex¬ 
change values which restores the 
original distribution of products 
among industries, thus assuring the 
possibility of the continuation of 
the cycle of production, period af¬ 
ter period. Technology is all ra- 
portant in determining relative 
prices. In fact, these prices are 
embedded in the technology itself. 

With the extension of this model 
to production with surplus, the pro¬ 
blem of distribution appears on the 
scene. Uniformity of the rate of 
profit and the rate of wages in all 
industries is assumed. As the sur¬ 
plus has to be distributed profwt- 
tkinately to the means of production 
advanced in each industry—and this 
cannot be done unless the heterogenous 
meajas of production are aggregated 
with the help of prices—and as 
prices cannot be determined lieforr 
knowing the uniform rate of surplus, 
bodi prices and the rate of surplus 
will have to be determined simul¬ 
taneously When wage rate is fixed 
and consists “of the nece-ssary sub- 
aiMence of the workers, thus enter¬ 
ing the system on the same footing 
as the fuel for the engines or the feed 
eif the csdtle" (page 9), technology 


^ '■ * "Production of Commodities by Means 

i; oi Commodities”. Cambridge 
„ l>n«> 19«0. What follows » laige^ 

« . ' an estporitian of some m Sr^as 
Ideas ctmfifteed In this book 
iv-:;,' :ipl^ieii'io 'the text refer to ttis 
'‘mdame. ,'<■ 
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acts as the price-determinant even 
in this case of production with sur¬ 
plus. In fact, at this point, Sraffu’s 
system resembles that of Von Neu¬ 
mann'. However, Sraffa goes a step 
further, hi that, he relaxes the con¬ 
dition of a fixed wage and treats 
It as a variable. Distribution in 
Sraffa’s system is not endogencu.sIy 
generated through production rela¬ 
tions.-' In conjunction with prices, 
production relations determine only 
the net surplus that is to be distri¬ 
buted." No theory of distribution 
is offered in the hook. His wage rate 
IS variable which could he concei¬ 
ved to vary with the same ease as 
the profit rate. Wage is assumed 
to be paid post factum, so that 
profits and wages are surplus-shar¬ 
ing entities. 

System of EqunUons 

With wage introduced as a varia¬ 
ble, the system of equations turns 
out as follows : 

(A P +B P H- .... -i-K P ) 

u M a h 4 k 

(l+r) 4 L W=AP 

a a 

(A P 4 B P -f- . + K P ) 

h a li b h k 

(l-l-r) + L W=^BP 

l> b 

(A P +B P 4 .... +K P ) 

i a k b k k 

(1-l-r) -4 L W=KP , 

V k 

where the system is assumed to 
be in a self-replacing state A , 

s 

B . . K are the quantities of com- 

a a 


modities a, b . .k required to produce 
the quantity A of a; A , B . . K 

b b b 

are the quantities of commodities 
a, h.. k required to produce the 
quantity B of h and so on; L 

a 

L , . . L are the annual quantities 
b k 

of labour employed in the industries 
producing a, b.. k respectively. 
The unknowns of the system are the 
pri( e.s P , P .... P of commodities 

a b k 

a, b.. k respectively, the wage late 
w and the uniform profit rate r. An 
additional equation defining the na¬ 
tional income in terms of which the 
k prices and the wage is expressed 
IS introducer]. 

[A—(A + A . -I- A ) ]. P 

A b k a 

4 [B-(B 4B ... 4B )]. p' 

a b kb 

t .... 4[K-(K 4K 4K )].P 

a b k k 

= 1 

The system now moves witli one 
degree of freedom. Given the wage 
rate or the profit rate, pnees are 
determined simultaneously. To be¬ 
gin with, Sraffa assumes that the 
wage rate is given. We could as¬ 
sume perhaps that the wage rale is 

' J Von Neumann; "A Model of Gene¬ 
ral Economic Equilibrium”, Etvtew 
of Economic Studies, 1945. 

" This is « significant departure from 
the widely prevalent practice of ob¬ 
taining distributive shares from the 
prdduction function applying the 
marginal method. 

’ Rather, prices and the me of sur¬ 
plus are determined simultaneoaily 
given the production nlatiom; 






o< Wifta M^nstiil funoiiiy^iiir ii^ 

mM la ^ utter pait> 

fi^'Vfboije fuatm antnakg 

t«te ttf profit as i^ven, there u 
» vague reference thitt the rata Of 
profit it ^^ausceptibhe of bdtiig 4eter- 
milled from outside the aymait' o| 
prOduciion, in particular by the 
level of the money rates of interest ” 
(page 33). This transfers the fiur* 
deti merely from one peg to another 
as no explanation regarding how 
the level of the money rates of in-' 
terest is determined appears any¬ 
where in the book. In fact, there 
are “prices” in dte book without 

any mention of money. 

Imponance of Dtstribution 
Even though Sraffa is not inter¬ 
ested in distributiion per se, distri¬ 
bution happens to be the kev factor 
in the mechanism which determines 
relative prices, subject to the given 
technical relations and the unifor¬ 
mity of the wage rate and the profit 
rate. Sraffa’s theory of relative 
prices belongs to that group of theo¬ 
ries of value determination wherein 
the horizontal division between 
classes receives the major emphasis*. 
Demand plays no eseential role in 
the system. The basic proposition 
of these theories is that, in an eco¬ 
nomy, where all means of production 
are produced within the svstem and 
where constant returns to scale pre¬ 
vail, normal prices, corresponding 
to any pattern of distribution, are 
determined by technical relations. 
Either demand conditions or Output 
composition do not play any part 
in the determination of these pri¬ 
ces. Given Sraffa’s framework of 
no changes in the scale of operation, 
the question regarding constancy 
or otherwise of returns to scale does 
not arise-t However, not all means 
of production are produced witliin 
the system. Labour and later land 
appear as non-produced factors 
The presence of non • produced 
means of production seems to di** 
urb the determinancy of the techno- 
logy-cum-distribution relative price 
schema, based purely on the distri 
button pattern, the technical rela 
tions and conditions regarding the 
uniformity of the profit and the 
wage rate. The Marshallian blades 

* Cf JT Robinson; “Essays in the Theory 
of Economic Orowth", McMQhm ft 
Co, London, lf>62; Chapter on “Non 
*nal Price/'. 

t See below for further conunrotl 


of 'fsM»id ‘' 

&» iiK»e 4be ig^ind.ft Hdwmrdf, the 
fundaniBotal <abdsotptty in dty Stru- 
chin of oommodtliw in tin Sraffa 
mteia-<-(he differoothHion between 
the basics and die non-basics—seems 
to hold die elm. A basic good (in 
^ system with no joint products) 
is defined as one which enters as an 
input in the {Mtxiuction of all com¬ 
modities directly or Indifedtlyt- 
A non-baaic good, defined by ex¬ 
clusion, may be produced by a ba¬ 
sic good with or without non-basict. 
but does not itseilf enter as an input 
into a basic good. Ihe analytical 
significande of this distinction is 
that the non-basics have no part in 
the determination of the system of 
prices, in the sense, that price 
changes in it would not be trans¬ 
mitted to other commodities;!;. Any 
price changes, in the case of the 
basics, on the other hand, influence 
the prices and the profits of all the 
other commodities. With wage trea¬ 
ted now as a variable and a.s a sur¬ 
plus-sharing entity, labour becomes 
a non-basic of the system and so 
also land, the other non-produced 
means of production. Relative pri¬ 
ces are thus Influenced, given the 
distribution pattern, by the produ¬ 
ction structure of the basics, which 
are produced means of production 
The 'Standard Conunodity* 

The problem of relative prices 
is intimately related to that of abso¬ 
lute value and Sraffa’s sterling con¬ 
tribution lies in the ingenious con¬ 
cept of the Standard Commoditv— 
the invariant measure of value. ITie 
essence of the problem is that unless 
we have an absolute measure of va¬ 
lue “it is imp<»»ible to tell of any 
particular price fluctuation whether 
it arises from the peculiarities of the 

ttin fact, the "margmalist’* itrand in 
Ricardian theory, it may be recalled, 
arise) in the explanation of rent. 

t Thfi definition it later modified in 
the joint-products case and the gene¬ 
ral fannulation of the distinction 
appears as: “In a system of k pro¬ 
ductive processes and k commodities 
(iio_ matter whether produced singly 
or jointly) we say that a commodi- 
tv or more geoei^ly a group of n 
linked commodities (where n mutt be 
smaUer than k and may be equal to 
one) are non-basic if of the k rows 
f formed by the 2n quantities in which 
they appear in esidi process) not 
more than n rows are independent, the 
others, being linear combimalons of 
these”, (page ii) 

t This proposition is extended to the 
joint products case (pages 54-55) 


, wbidb » niMuiarod 
su* litm itoae 0 ^ thb meftentitif «t«n^ 
datd” (page 18), fife problem of 
Vahittion ia thus ol isolstilig idte 
price movements of a product, so 
as to observe the dhanfes in its va)> 
tue as if in vacuum, Ricardo faiced 
the same dilemma when the diitss* 
butable total ouqiut was to be eva* 
luated independently of changes in 
the distribution pattern. Com was 
sougbf a* a measure of absolute va¬ 
lue as there could be a “material 
rate ” of surplus in it, in the sense, 
that the same product appeared bo^ 
as net output and as input. This no¬ 
tion, with its roots in ^ physiocrtt- 
tic doctrine of ‘ net product was 
based on extremely over-simplified 
assumptions. Ricardo, dissati^ed 
with this measure, turned to tite 
unit of labour time as an ansiver to 
his problem. Conscious of dm limi- 
tatiom of this measure as well, he 
did not subscribe to it unreserv^y. 
Sraffa’s own interpretation regarding 
the logical foundation of dm corn- 
measure as an absolute value is die 
genesis of' the standard commodity.' 
He wrote in his Preface to “ Works 
of David Ricardo”*: “The advan¬ 
tage of Ricardo’s method of appro¬ 
ach is that, at the cost of consifera- 
hie simplification, it midtes possible 
an understanding of how the rate of 
profit is determined without dm 
need of a method for reducing to a 
common standard a heterogeneous 
collection of commodities”. 

In order to discover such a com¬ 
modity Sraffa analyses the effects 
of changes in the wage rate on the 
rate of profit and on the prices 
of individual commodities, on die 
assumption that production methods 
remain unchanged. With the whole 
national income going to wages 
( with profit rate reduced to zero ) 
relative values are determined by 
the direct and indirect labour gone 
into the commodities, supporting 
diu.s the labour theory of value. 
When profits are assigned positive 
values, the simple labour theory of 
value Is no longer valid sChd the key 
to the determination of relative pri¬ 
ce movements lies in the inequality 
of the proportions in which labour 
and means of production are em- 
ployed in .various industries, Ibe 
relative price movements depend 

* "The Works and Correspondence of 
Darid Ricardo”, Vol 1 (ed) P. Sraffa 
and M H Dobb, Cambri«H(e Univer¬ 
sity Pren, 1951 (p xsadi)'. 
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upon tide .‘latKmM’o-nmu^ 
'o|jttPdaCtlo» proportion of' the 
‘ pmuct but nleo upon the coiTea|>oa- 
4rog ratios for each of the aieaiK 
of produetion and, in turn, fA^’thek 
moaUB of production. With any 
wage reduction given the uniformity 
aienmption regarding the rate of 
profit in al] induetriee, price chan- 
gea are called in to redress the ha- 
iauca in each of the deficit indu¬ 
stries (those willi relatively low 
labour to means of production ratio) 
and the surplus industries (thosti 
with relatively higher labour to 
means of production proportion). 
The industry which enjovs the cri¬ 
tical balancing proportion so that 
it is under no compulsion, arising 
from the conditions of production 
itself, to change in value consequent 
upon the changes in the pattern of 
distribution, has the unique distin¬ 
ction of acting as an invariant stan¬ 
dard of value. Since the critical 
balancing proportion has to persist 
throughout the structure of direct 
and indirect inputs, it is evident that 
the balancing ratio ( expressed as 
the value ratio of the net product to 
the means of production ) would be 
equal to the rate of profit which 
corresponds to zero wage, or the 
Maximum rate of profits, railed R 
by Sraffa. In actual system, the com 
modity satisfying this condition 
might be a composite commo¬ 
dity and Sraffa constructs such 
a commodity with the technical 
characteristic that it consists of the 
same commoditic.s combined in the 
same proportion as the aggregate 
of their means of production.. The 
logic of this proposition implies 
that only hasic commodities will 
estetr the standard commodity. 

Sraffa proves that such a minia¬ 
ture system is embedded in an actual 
economy. In proving the existence 
and the uniqueness of the standard 
system, however, Sraffa seems to 
have obliged the literary economist 
more than would have been nece¬ 
ssary. 

Seoroli for Absolute Meatore of Value 

The discovery of the technical 
properties of the invariant standard 
is a tribute to Sraffa’s deductive 
logic. He has skilfullv mane iisi- 
erf this in deriving significant pm 
.peidtidfls. The march for an abso¬ 
lute measuro of value has long been 
<jrf Prostration and yet even 
m tboororicgl econcmiic irtnietures. 


opart from operational apd empiri¬ 
cal ones, quantitative notions have 
played a significant ix)le--not pure¬ 
ly by way of illustration Init as a 
basis for deducing substantive pro¬ 
positions*. So long as the search 
foe absolute value was in the do¬ 
main of prime, non-produced factors, 
the factor of demand with its root 
in impregnable psychological fa- 
rlors was bound to interfere in va¬ 
luation. Also, there could be no 
“ material rate of profit ” a,s a ratio 
of only two arithmetical quantities. 
Scepticism regarding the very possi¬ 
bility of finding out an absohiu- va¬ 
lue measure, comparable to the 
measure.? in the physical world 
seems unavoidable. “ Weight and 
length, of course, are human con¬ 
ventions but once the convention is 
established, they do not change, for 
practical purposes^ because they re¬ 
fer to the physical, non - human 
world"J (Italics mine) It is preci¬ 
sely in the physical non-human 
world of technology that Siaffa’ft 
standard system is embedded There 
was another difficulty with the one- 
factor theory of value, namely that 
it failed to allow for differential 
patterns of factor • combinations in 
different sectors of the economy, 
even under conditions of no techni¬ 
cal change Basic difficulties for 
a labour theoiy of value arose on 
two accounts—the theory of diffe¬ 
rential rent as also the problem of 
organic composition of capitalt. 

* It is interesting to recall in this con¬ 
nection Sraffa’s observation at the 
Corfu Conference “One should em¬ 
phasize the distinction between two 
types of measurements First, there 
was the one in which the statisticians 
were mainly interested Second, there 
was measurement in theory The 
statistician’s measures were only ap¬ 
proximate and provided a suitable 
field for work in solving index num¬ 
ber problems The theoretical me.T 
sures required absolute precision Any 
imperfections in these theoretical mea 
sures were not merelj upsetting, but 
knocked down the whole theoretical 
basis” (Report on the Proceedings. 
Published in the Theory of Capital 
(Ed.) Lull and Hague. St Martin’s 
Press, 1961) page 305 
t ,I Robinson "Eronomir Philosophy", 
C A Watts & Co, London. 1M2, 
pages 31-32. 

t See Samuelson P A ^ "A Modem 
Treatment of Ricardian Theory'’ Part 
I. Qtittfterlf Jourtud of Economics, 
Feb 1959; p 2. Samuelson builds a 
land theory of value with land as 
an absolute value measure, amuruing 
homogeneous land and subsistence 
wages. 


Problroa arose also due to ro 
homogene^ity of thero prime factors. 
Sraffa’s standard system ateen clear 
off these difficulties since it is based 
on the very fact of i^rtsoimect- 
edness in production wUdn the sin¬ 
gle factor theory of absolute value 
is i'licapable of handling. In fact, 
the labour theo.ry of value becomes 
a special case of Sraffa when the 
rate of profit is zero and the entire 
net product goes to wages. If one 
were to add to the assumption of 
zero profits, another assumption that 
wages are fixed at subsistance level 
(so that wage is like any other mate¬ 
rial input) and introduce land as 
a non-basic one could derive a land 
theory of value. This again would 
become a particular case, valid for 
a particular distribution pattern. 
Sraffa’s standard of value allows 
more flexibility to vary distribution 
patterns without landing itself into 
a dilemma. 


With the help of the Standard 
Commodity Sraffa then establishes 
a proposition which is the pivotting 
point of many of the important de¬ 
ductions. If W IS the proportion of 
the net product of the Standard 
System that goes to wages and R. 
the( Maximum rate of profit.?, the 
actual late of profit will be de-tei- 
mined by a straight-line propor¬ 
tionality relation r=R (l—W). This 
fundamental factor-price frontrer 
(as Samuelson calls it) appears as 
in Fig 1: 



Fig 1 1 Rehitlon Between Wages (as 
a Proportion of the Standard Net 
Prddiict) and the Rate of ProflU 


This relation is not limited to the 
imaginary standard svstem alone 
but can be extended to the actual 
economic system. The actual econo¬ 
mic system contains the same basic 
equations but in different propor¬ 
tions. As such, provided tfdd the 
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simiari ^comMfty^ aame 
of pm^ts Wh|cb pi«v«ik in ,liae 
S^ntlyiyi Ctmttioiixy^ as a ratio'' bot* 
w«lfai ^pumUties of commodities, witi 
apj)«ar as the ratio of aggregate 
vatues in the actual economic sys¬ 
tem. This relation forms the fctVO'., 
daUon of later deductions in both 
the theory of value and the t^f^ry 
of capital. , 

Employing an operation—called 
by Sraffa as reduction to dated quan¬ 
tities of labour—by which m >the 
equation of a commodity the diffe¬ 
rent means of production used are 
replaced with a series of quantities 
of labour, each with appropriate 
‘ date Sraffa resolves prices into 
an infinite aeries composed of terms 
containing wages and profits. Pri¬ 
ces never resolve themselves com¬ 
pletely into these factor shares ibut 
carry alone a commodity residue 
which becomes all important when 
wages are zero, thus setting always 
A finite upper limit to tlie Maximum 
rate of profits. Sraffa also establi¬ 
shes in the no-joint products case 
that irrespective of the standard in 
which wage is measured, an increase 
in the wage rate, ipso facto, implies 
a decline in profits. However, in 
the case with joint-products, this 
proposition does not hold generally. 
To a particular wage, given in any 
standard, there correspond several 
alternative rates profits. This shows 
the absolute necessity of measuring 
wage in terms of the standard com¬ 
modity, if unequivocal conclusions 
regaring the movements of the rate 
of profits given the wage rate are 
to be drawn. Measurement of wage 
in terms of the standard commodity 
gives us definite information regar¬ 
ding both the dttection as well as 
the extent of change in the rate of 
l>rofits, consequent upon a change 
in the wage rate. No other standard 
possesses this predictive value. 


MeasneeiHent of Capita! 

The most interesting use of the 
standard commodity (and the wage- 
profit relation) arises in connection 
with the measurement of capitals 
Economists have long ceased to be 
complacent about ffie average pe¬ 
riod of prodhetkm as a’ luessui^ of 
capital. Sraffa’s demoiwtration re¬ 
garding the IfflpOBsibnity of aieiiSBr*^ 
mg capital, independently of distri¬ 
bution and ■■prices is powerful and 
convincing. Resorting to the “re- 


diiqliim to dated quantities dt la- 
houir *’ ^ using the umqae' wage- 
profit r^ation, Sraffa proves tin 
possibility of the reversals in the 
direction of prkte movements even 
when methods of production remain 
unchanged, when the rate of profits 
is altered. An alternative method 
of calculating “ correct ” book-value 
of capital alter depreciation emer¬ 
ges from Sraffa’s discuasion , on 
fixed capital, ilasd espial is now 
treated as a parficular case, of joint- 
product. Uurable uatnnnents of 
production are treated on pnr with 
the other means of production, with 
the annual intake recorded on the 
input side and what is left of the 
fixed capital (now, older by a year) 
is entered on the output side. This 
treatment of capital has now become 
quite familiar*. Also, every year 
of operation of the fixed asset is 
treated as a separate process so that 
there are as many processes as are 
the number of years of active life 
of the fixed asset. The price of any 
given age of a durable instrument 
will thus result from solving the 
simultaneous equations of produc¬ 
tion. The difference between the 
prices of the instrument for two 
consecutive years gives the correct 
depreciation. TiUs depreciation 
formula scores over die traditional 
one in many ways. In the first place, 
it can allow for any complex pat¬ 
tern of productive efficiency of the 
capital good during its life-time 
whereas the conventional formula 
is based upon uniform efficiency, 
comrary to reality. Secondly, it can 
make allowance for variations of 
inputs in every production period 
BO that changes in efficiency of other 
inputs are also permitted. Thirdly, 
it can be applied to the cases where 
the same machine is used in diffe¬ 
rent productive operations with va¬ 
rying efficiency. 

The quantity of Capital which 
arises from the solution of the si¬ 
multaneous equations is not distor¬ 
ted by variations in the measuring 
yardstick itself, since it is expres¬ 
sed in terms of Uie standard com¬ 
modity which is invariant with res¬ 
pect to changes in the distribution 
pattern. Efforts to reduce the du¬ 
rable instrument to dated quanti- 

V In his lefemicet to Jitemuie (page 
§3) Sraffa ranarki that this mmod 
has faUen btO' oblivion slfier Marx 
However- Von Nhumaaa’s model 
makes use of such a concept. 


Urn qyirtmiw Ore ptovMl 
so a^ tl^ aOeqipt to fioid la Si¬ 
nology , am average pa^od oi 
prodqctioQ, independant of {ndeea , 
smd distribution. Measurawnit of • 
capital under stationary Aate con¬ 
ditions, where perfect tranquillity 
prevails, has not been much of a 
problem. Even with steady growth 
accompanied by confident expecta¬ 
tions, the problem has an easy en¬ 
ough solution, if a constant rate of 
profit is assumed. Sraffa has now 
offered an answer to the problem 
in a more complicated situation 
where, the profit rate is allowed to 
change but technical conditions are 
assumed to be unaltered. Measure¬ 
ment of capital under even more 
generalised conditions of changing 
distribution pattern coupled with 
changes in technology still eludes us, 

Sraffa's Gontribuston 

Incidentally, the contribution of 
Sraffa’s system as a fundamental 
analytical structure in context of 
measurement of economic magni¬ 
tudes may be noted here. The con¬ 
cept of stationary state, with its in- 
varianre of structure, offered itself as 
a convenient scale of reference to 
successive approximation, it provi¬ 
ded a firm foundation on which tti 
superimpose change. In Sraffa’s 
system, we enjoy an additional 
degree of freedom—namely, flie 
freedom to vary distribution pattern 
while retaining the focal point of 
reference—the standard system. This 
is a step further towards a more 
realistic analytical foundation. 

When Sraffa introduces multiple 
techniques and the process of swi¬ 
tching over from one techniqae to 
another, complications axise, espe¬ 
cially when a basic product is invol¬ 
ved. The anchor of analyiia—the 
Standard System-Hs Itself fis perH« 
With a new ledmique introduced, 
we move into a disttnetly new ocot 
nomic system with its own MaximutB 
rate of profits. The analysis boOoinss 
rather involved. fibatwcle- 

ristic resourcef ulnesa, . finds 
certain’ ways out. Howevetty>||hls por¬ 
tion bf the book, does inmfiate the 
complications we run into U the 
structure of the 8tandai;d' sywem Itrelf 
changes. There ogn he no smooth 
change in techniques without chan¬ 
ging the entire configuration of re¬ 
lative prices, Furthermore, the 
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.•tttliy iA tenA(i;'«i 
z^bHS»%;f>rice»; but an; raon; hgmt- 
jiMittal "Diey irivohw 4 cdrapAspawi 
pt two economic world**- 

Sri^a forewarns in his pn^ce 
that no assumption regardint^ con- 
stailCf of returns to scale it ipade. 
In fact, Vlth no changes either in 
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*’ seioctlon' Bf< tW'a{taiid>trd ' sr<***>t 
' (pages ii^Ziy asid a»te particular 
the Subspiami. (pa« 69), one 
gel* a faeliag at tho^ the iwan- 
ption of cofttuot letnms 10 scale 
is necetaaiy. Hovrever, stick doubt), 
could be muTy wtniod oR in 'tke 
case of the Standard Cominodity 
which is purely an auxiliary con-r 
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«b«e, • 

» *hc”A*d 

'4iMenw which’ aw used 
, (bo diffet.apDO indlr^'hS^ cm-' 
tent of commodnici (at w» paafit, 

• ntte), thus impUclcly «(MbUt|At 

to the Stibsj^m tge cl'tal^ddl ol 

getual production relation. ' 


the acale of output or mpui-propDr- 
lions jhis question is irrelevantt- 
However, when one thinks of incor¬ 
porating growth into the system 
many questions relating to this as¬ 
sumption arise. This Standard Com- 
• raodity becomes vulnerable if we do 
not assume the linear homogeneity 
condition. Even in the simplest case 
where we assume that output propor¬ 
tions do not change, namely, of 
balanced expansion, the Stimdard 
System is hound to be vitiated if we 
make no assumption regarding the 
constancy of returns to scale. The 
technical relations will change with 
•expansion in output throwing up a 
different standard system with a 
different Maximum Rate of Profit-S. 
The ideal analytical conditions for 
the same standard commodity to 
continue Its domination unruffled 
by change would be the Voh Neu¬ 
mann World of proportional expan¬ 
sion where constant returns to scale 
, prevail, So far as growth is con¬ 
cerned, a fusion of Sraffa’s System 
with that of Von Neumann appears 
to have promising potentialities.. 
Written in an unusually -compact 
style and embellished with ehiaelled 
; logic, the book bears the imprint 
of sustained reflection. Unmistaka¬ 
bly, this is the work Of a -master 
written ' with authority and insight. 
Even though Sraffa regenerates tlw 
clusical approach to Economics, 
hi* reaearches are not of archaclo- 
. gkal interest. We are told that his 
ciwitral propositions look shape as 
early as the late ’ twenties, though 
puUiahed after a lapse of over three 
- deoadea However, time has dealt 
kindly with Sraffa’s contribution. 
It as relevant and ^rightly todav 
M, wa* when ponceived. 

' * HerSi peibaps, Is to be found 
another of the challenges to mar- 
„ , ginalkni. In fact, the, book, which 
ii iubuiled -as a prelude to a Cri¬ 
tique of Economic Theory, "Is de» 

. , sigMd to serve as a basis for a 
, •' / pntique of that (mar^nal theoiy 

w value and dlitnbidlon) fheory**. 

' fJIbthioe'). 

, i SlUewO^deig while -leodinr the 
. ,:'l pfitug0m luting w the sou- 



Exide Batteries still keep going 
when ffie rest have stopped 

SlWw Exide are the strong- trouble free lUe'Silver Exldc 


est, most reliable batteries Batteries are obtainable froin 
under the sun. They are qua- dealers everywhere. So don't 


llty tested at every stage of delay—and you’ll still keep 
production .. that's why gtfing when the rest hiavp 
you're sure of a long and stopped. 
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Adldi^ % tlie dmtriiaftn, Sri K A P Vkwaiiatliaii 


following is the address deli- 
% , vered by Sri K A P yiswau*- . 
th^ Chairman) at thui 23f(l Anj|!»tal 
General of''the Qatntnitoy 

held on 9th Aughst 19(^: 

I have great pleasure, jn weteom- 
ing you to this Twentytwd Ahtmal 
General Meetii^ of the Conqpaqy. 

Under the Defenoe, of India Iftika;' 
which have beCn proi^lgaled nnder 
the present National chr^gency, 
your Directors, Vretc enjaui^ not' to 
publish the Balance Sheset and 
other accounts of the Company, nor 
reveal statistical data as'to the acti’ 
vities of the Company. H^nce theSfe' 
documents; on which we usually 
liave such lively and illuminating 
discussions from all of you, have 
not been published and circulated 
to you. Opportunity,.was, however, 
given to sueh of the shar^oidere as 
desired to do so, to see tha accents 
of the Company at the office. 
was done with^ the distinct eit^ct- 
ation that the information will be 
deemed by them to he confidential. 

'Higher Dlviiclend 

You have now my assurance that 
the Company’s affaire as to it»>wari^ 
ous phases like construction, <nE> 
pension of suTal olectrificAtioH,. 
prudent tnanagement of its reveaues 
& expenditure,’ have all been carried' 
out diligently and with- care; this 
has re.1eQted in the dividend we 
ligve been able to declare which 
you will observe is higher than 
what it, 'was laat year. In addition, 

I would also like to say we have 
given supply to' ten more villages 
than we did last year; there has 
also been a substantial increase, iio 
ipvenue. I trust this wifi give you 
‘■atisfactibn. ' ■ 

I am.cbnfid^^ fhat in the.years. 
If) come'this rate' of progress will - 
he maintginod 41^ -I alap>l)d|Kt)AbiiL.t 
our National EniOi'gency will '(foon 
be over ^d d»t' we wBl agiintdse ,' 
free to ^hi^bUas with you more fully 
the affairs pf the ^mpapy at Iwmi- 
iar future 4»eetpig8. 


The Company’s staff have been 
workuig loyaHy and there, has been 
great Cordi^ity in die labour-maita-' 
i^ihertt relatlOitshA. Yottr |liflinag> 
ing Agents were 'able te mctsssfully 
n^othite and ctmcluae a.further 3 
yedr agreement conuhencii^ With 
'ht April, 1962 giving mheunt&l 
benefits to all grades .of staff* and I. 
am , sure this has been appreciated 
by. labour and earned their'general 
satisfaction. 

You will police that amongst the. 
retiring' Directors fine ’ Aleasra V 
Ramaiah wfio has bpen- die Vice- 
Chairman .of the Company and Sri 
C Sreenivasulu Chetty. Both these 
gendertien, having attained ’the age 
of 6S .offered not -to seek re-election 
after retirement this year, in accor¬ 
dance with the conventions set up 
by. us in the .Board and jn fulfil¬ 
ment of ‘ the promise that the 
strength of die Board shall be re¬ 
duced to ten elected Directors I 
have however requested that Sri V 
Bamaiah should seek election and, 
^ a colleague on the Board, as he 
is an eminent engineer, very fit in 
spite'of his being 65 years old and 
his services are invaluable to the 
Board. I-am siira you will all 
heartily support this suggestion of 
. mine. 

Power SSiOrtaae 

Sri G Sreenivasulu Chetty, as a 
Director of over five, years standing 
has been - extremely helpful to me 
in the. discharge of my duties. On 
behalf of all ^ you and on behalf 
of myself and my Colleagues ton the 
Board, Us well as of the Managing 
Agents, I wish to tender to him my 
sincere and heartfelt thanks. Ilitough 
he has retired from his directorate, 

I am confident he will continue to 
take , an -abiding interest in the 
affairs of the Company. 

This ygiar again we had a few, 
■ amtioUs. -diliya d)i 0 ..to'iltm water 
shortage iq the hydro-electric re- 
8ei*voirS, 'and power position became 
critical during the mqpfh of June 
and part of the cut 

has been now removed, I regret to 


say that the poaition is still unsatis¬ 
factory. Let us hope that, sooni 
this state of affairs wUl improve.' 

As a co«s6qtienoe of power short¬ 
age on the one hamd atid increas- 
ihg operatioDAl oosta all round, 
your epmpar^ was perforce oom- 
polled to make some slight incre¬ 
ases ill tariffs to meet the unforeseen 
add^ expenditure. 

The Conqiany received a peculiar 
request''from some idiatehblders; it 
was a ^petition to table a resolution 
befbre yeij, to p8y,-*r0trospeotively,' 
from‘the beginning d times, in- 
ereasod fatuity benefits to all re¬ 
tired staff on the basis of aoipe very 
recently' agreed formula. While 
the Directors were clear jn their ' 
injzid that such .a decision is out¬ 
side the scope of their powers or 
of the General Body as the proposal 
has nothing to do witii' either' the 
accounts or day-to-day administra¬ 
tion of the Company, they still 
sought legal opinion and were ad¬ 
vised ffist the proposal was ultra 
vires and should nm be placed be¬ 
fore the General Body. I am sure 
you will appreciate the position. 

, I referred earlier to the National 
Enaergency in the country on ac¬ 
count of tile threat of a Chinese in¬ 
vasion. There was a lull in the 
minds «f people for sometime, but 
we are again hearing of the mass¬ 
ing of troops by the Chinese on the 
borders, giviitg me once again to 
feelings of perturbation all over the • 
Country. 

Contribntlon to Defence Effort 

It is « matter of. gratification, 
that peqple all over the country am 
alive to this threat and have the 
. single minded resolve to fight ag¬ 
gression at any time and at any 
cost. It is also heartening.that all 
over the World there is sympathy 
and support for us. All the mem¬ 
bers of staff tff’tiuB Company have 
subsetfi^d voluntary contribution - 
to defefice funds, and the company 
has (^ered its unqualified suppori 
With its resources of every kind to 
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«i 9 Aer avn wmk for tlw 

Mock mtufcet.' Acttvtty was si- 
•inost entireljr professional and of a 
jttbbinc nature. Interest was very 
ideetlve. Bven the speculators’ fav- 
Onrltes drifted idly In a narrow 
range and showed only minor varia¬ 
tions from the prevtous week-end 
levels. Not unoften activity appear¬ 
ed to be almost at a standstill, ' It 
was not that the stock exchange 
community refrained from^ doing 
business as a mark of sympathy for 
the civic strike which has spread 
to the docks and transport services. 
Activity on the stock exchange, has 
been nearly paralysed by the ccM^- 
nuing political uncertainty. The'un¬ 
certainty is not merely In regard 
to the menacmg border situation; 
developments In the internal politi¬ 
cal scene are no less disturbing. The 
Kamaraj plan for strengthening the 
Party organisation has led to all 
sorts of gossip about Important 
nunisterial changes in the Centre 
and the States Stock market bulls 
and bears are reluctant to ma]fe 
new commitments until uncertainty 
is set at rest about the widely anti¬ 
cipated changes in the Central Cabi¬ 
net. 

The stock market’s interest cen¬ 
tres mainly on the Finance port¬ 
folio The Gold Control Order, super 
profits tax and the compulsory de¬ 
posit scheme notwithstanding, tha 
stock exchange community conti¬ 
nues to look upon Shri Morar^ 
Deaai as a friend of Big Buslnesa. 
New Delhi's deep concern over the 
state of the capital market has rai¬ 
sed hopes about suitable modifica¬ 
tions In the fiscal policy If the mea¬ 
sures that have already been pro¬ 
posed to tone up the capital market 
fail to resolve the ‘crisis of oonfi* 
denoe'. It seems doubtful WhOUidr 
fiscal conoesidons can restore confi¬ 
dence and revitalise the investment 
tnarket ualeait there Is a 'distinct hn« 
provement tn the political situation, 
ft is the poUtical nncertahity 
fhan the eobnomie prospect which 
has scared away investors. 

What, di* lOfitlhbk for equities taa* 
been cfbudbd ^ the continuing 
threat of Chinese aggression, the 


genera! feeltng among market men 
is that With the Government anxious 
to revive the capital market through 
Institutional support, equity prices 
might not record any important 
decline from the current levels” un¬ 
less there is a further deterioration 
In India's relations with China and 
Pakistan. The technical position of 
the market is quite healthy. This 
is partly because speculative acti¬ 
vity has shrunk to modest propor¬ 
tions and partly due' to the decline 
in floating stocks of several scrips 
as a result of sustained support 
from the Life Insuratwe Corpora¬ 
tion. 

CaUon 

Weather Guides Seuthneat 
HE sharp increase in the spread 
between the old and new crop 
contracts from Ra 3.25 to Rs 18.60 
per 3 quintals was perhaps the only 
notable feature of trading last 
week. Ihls came about through a 
steep ifse in the maturing August 
contract from Rs 704 to Rs 722 
whereas the March 1964 contract 
showed a net gain of Rs 2.75 at 
Rs 703.60. Price movements in the 
maturing contract are, however, of 
little significance because of the 
very small volume of outstanding 
business in it. August shot up be¬ 
cause the survey results and appeal 
decisions were against sellers and 
the tenders issued so far totalled* 
only 3,650 bales. 

Hie up and down movements in 
the new crop contract were guided 
solely by the weather news. Anxiety 
over the prolonged wet m>eU puah- 
ed the quotation from Rs 700.76 to 
Rs 706.25 but the four days’ rise 
was wiped out in a single day—IRtfa 
August—^wboi the weather reports 
from most of the cotton producing 
tracts Indicated clear weather. The 
weather was said to be (doudy 
agatn on Tuesday a^ the quotation 
recovered to Rs 705 In kerb. 

That tfie tndiog aequm^t should 
be guldeii entirely by the weather 
news is not the least surprUring be¬ 
cause wSatlMr elone hibtds tiie 'tey 
to the crop" fixceptlng Akola where 
the crap Is feared to have been 


damaged by exoea^e moisture— 
the extent of the damage cannot 
be assessed at present—reports frOln 
all other producing centres Indicate 
that the crop is progresslttg satia- 
factorily. Since It Is much too early 
to takSnh view of the crop, nMther 
bulls nor bears are inclined to build 
up large positions. The volume of 
SpeculMtve activity therefore re¬ 
mains ^aDalaH^ in view of the fairly 
big carryover from the 1962-83 eea- 
ecn wMicd) ends on Slat August, the 
genera) market opinion is that If the 
now . crop turns out to be as good 
as the last one, cotton prices could 
esally msoti' a substantial decline 
from'dhe current levels. The crop 
could well be larger—In fact, It 
should' be larger if the Plan targets 
ere to make any sense—If the wea¬ 
ther is normal. Market reports In¬ 
dicate an Increase in the area un¬ 
der oMton cultivation In the new 
season. 

The tucmover in the spot cotton 
market was extremely poor. The 
market was closed most of the time 
due to sectional holidays and acti¬ 
vity was further affected by the 
transport strike. Export activity 
was also negUgiUe. There seems 
little chance of the outstanding 
quo to being fully utilised before the 
end of this month and for this the 
blame ^must itM with, the authori¬ 
ties hralelaying the reallocation of 
unutilised quotas, especially of 
&eng&f”Deahl. 

Groua^t «t New 

'^RAIH^G In the oilseeds mar 

ket last week was notable for 
the further marked strength in 
groundnut and groundnut oil 
Groundnut Khandeah quahty roae 
from'^^ 49.87 to Rs 50.87 (per 
60 kgUi. and the quotation for 
groundnut oil Improved from Rs 
19.40 to Ra 20.10 (per 10 kgs). 
There was a virtual scramble tor 
ready goodb-^seeds ae well as oil. 
And with demand UkMy^to h« well- 
malntained'and offerings restricted, 
spot prices are expected to record 
further improvement in the inrau- 
diate futurd. If allowanoe le made 


'th0 tpeiui iwUtf, efouiid> 

Atifit oil 1* already' quoted 
thBh tile higheet level recoedeii in 
tit* prevlou* eeaaon. 

Hie Tomarjtable etrength in ready 
ha* induced conslder^le short cov> 
eMng in the new crop January con¬ 
tract wbkdt has gone up from Re 
217.150 to Re 221.25. The price has 
eljot up in epite of the satisfactory 
weather reports from nearly all the 
groundnut producing areae. Thie le 
-beoauee market sentiment at pre¬ 
sent la being guided more by the 
prevaUing shortage of ready goods 
than by ideas of prospective supply. 
If all goes well, the new crop, accor¬ 
ding to most market men, la likely 
to be better than the previous one. 
But any increase in production is 
likely to be more than offeet by the 
normal annual increase in domestic 
consumption, let alone export needs. 
New Delhi has notified the soap 
manufacturers and copra crushers 
that in future no further consumer 
licences will be granted to them for 
the Import of copra and pabn oil. 
They will have to earn their require¬ 
ments by exporting vegetable oils 
and decorticated cottonseed cake 
This is likely to push up the dem¬ 
and for groundnut oil for export 
purposes. Of course the export per¬ 
formance will depend to a conside¬ 
rable extent on conditions in over¬ 
seas markets, which. In turn, depend 
on the overall supply position of 
vegetable oils Here mention might 
be . made of the 1963-64 US soyabean 
crop which Is expected to reach a 
record level of 723.18 million 
buShels as against 702 59 million 
bushels in the previous season The 
US Unseed crop for 1963 Is also 
estimated to be higher at 31.45 
milUon bushels compared to 27.85 
million bushels in 1962. 

Linseeds firmed up in sympathy 
with groundnuts. The September 
contract improved from Rs 37.06 
to Rs 37.56 (per 50 kgs) and the 
new crop March contract rose from 
Rs 36.44 to Rs 37.12, The dem¬ 
and for linseed oil is expected to 
show a considerable improvement 
after a few weeks and with ready 
goods rather scarce, Unseed prices 
an* Uttety to he 4nn in com- 
1^ weeks. Cottonseeds were 
.pthadtsr hat buaiiiaw was limited, 
’qa^t future*, however, continued 


to display a subdued tendency due 
to lack- of fresh, airport. The new 
crop Mar^ 'contnet .fluctuated 
narrowly between Re 162.75 and 
Rs 164.62 and th» old September 
contract was generally quoted about 
Rs 6 lower. Speculative interest .In 
castor continued to be poor. 

Export houses did not report any 
exciting business last week. Over¬ 
seas quotations for groundnut ex¬ 
tractions were slightly bettef but 


bushtoMMka*' a)3*t' 
was mahtlhned ar 
Uncon^smed reports hidica^^ 42ii3 
Russia had purchased ' 'ittaUle 
quantity 'ot castor cdl . dib^ tb* 
week, OftMiAdmtt oQ ahd Uhes s d alfl 
were copipldtely nasdsdted. ’gam 
butilnass was 'Reported, in IhuWeil 
cakes, expellero as' wOB aS exltoto- 
tlons. The UK was r^rted to have 
purchased small quantities of eofe* 
tonseed cak* for distant daltv^. 


n towards 

India Steamship Co„ Ltd., bu 
a steady record of progress... 
Since Independesoe, its ton¬ 
nage hat increased from about 
8S,OOB O.W. tons to over 
200,000 D.W. toot—more ton¬ 
nage being still on order. 

Its services are alto extending , 
^o vsrioat trade routes. After ' 
initial consolidation in the 
India-U.K.-Coatinent trade— 
the Company entered the 
Indo-Soviet service to the 
Russian Black Sea ports in 


progress ... 

1956 and later to RonutalaB 
potla. In 1959 the Company , 
rorgod still another link in tjte 
overseas with South. Aaseriosi, 
and in 1960 it extended it* 
service to Poland. 

'fheir experience and rqtuH- 
lion for fut, effio^t and 
dependable servioe bniU on the 
personal care given ^ thoir 
experienced offlders and oraw 
to the cargo entrusted to th^ 
have earn^ them the goodwill 
of their customers. t 
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Larscm ^ To»bro 


f A3ElfHBN ft TOITBRO bM ke^ 
up lt8 progrewB during the flnao- 
Qial year -ended March 31, lees. The 
results recorded, the Chairman 
states, reflect the benefits of a 
planned ex|>ansion of the Com¬ 
pany’s established activities and 
development of new lines. The Com¬ 
pany is a major engineering unit 
manufacturing agricultural and 
allied types of machinery and a 
wide range of plant and equipment 
It also distributes the products of 
some foreign manufacturers in In¬ 
dia. It has SIX subsidiaries and six 
associated companies 

Sales and other incomes aggrega¬ 
ted to Rs 774 91 lakhs compared 
with Rs S97.28 lakhs in 19tfl-62 
showing a rise of 29 per cent. Pro¬ 
fit after providing for depreciation 
and development reserve moved up 
to Rs 48 30 lakhs from Rs 40 26 
lakhs in the previous year, but the 
profit margin has not improved, 
being 6 2 per cent as against 6 7 
per cent. Provision for develop¬ 
ment rebate reserve has been redu¬ 
ced to 80 per cent as against the 
previous practice to take credit for 
100 per cent although the total 
amount thus provided is more than 
the statutory minimum of 76 per 
cent. Taxes including SPT absorb 
Rs 24.40 lakhs (Rs 21 00 lakhs). 

Profits after taxes amount to Rs 
23.90 lakhs being Rs 4.64 lakhs 
more than in 1961-62 The net pro¬ 
fit margin has, however, declined 
fractionally from 3 2 per cent to 
3 1 per cent The failure of the net 
surplus to rise proportionately with 
the turnover is attributed to the 


be paid out of the Dividend Re¬ 
serve, the Preference dividend at 
6.60 per cent (subject to tax) ab¬ 
sorbing Rs 97,600 and ordinary 
dividends at Rs 1.40 per old share 
(14 per cent subject to tax, same 
as in the previous year) and , Rs 
0.70 per neW share in all absorbing 
Rs 19.25 lakhs At the current 
rate of Rs 22.48, the yield works 
cut to 6 2 per cent taxable. 

The Directors report that the 
Powai Workshops ox>erated satis¬ 
factorily during the year and the 
output increased by about 40 per 
cent and is expected to show fur¬ 
ther Improvement in 1068-64. The 
Cpmpany's manufactures of plant 
and equipments for chemical, phar¬ 
maceutical, dyestuff, dairy, distil¬ 
lery and brewery industries have 
a satisfactory carryover of orders. 
The switchgear factory has also in¬ 
creased its output as planned and a 
further extension of the factory is 
being planned The Company has 
secured a contract of the value of 
Rs 140 lakhs from MP State Elec¬ 
tricity Board for mechanical and 
electrical erection and Installation. 
Deriving confidence from the fact 
that the Compahy has large and 
well-planned Investments and facili¬ 
ties for the manufacture of high 
qusdlty engineering products in its 
own and in its subsidiary compa¬ 
nies, capable of yielding satisfactory 
earnings, the Chairman is hopeful 
that the Company has a promising 
and prosperous future 

Madras Motor and General 
Insurance 


Company's woricihg in 1962, 
as revealed the Anmiai Report 
for the year, is tutly in keeping with 
past performance. Motor premium, 
which is the mainstay of the Com¬ 
pany, has increased by Rs 12.11 
lakhs (20 pc) to Rs 71.59 lakhs, 
fire premium by Rs 3.16 lakhs (ll4 
pc) to Rs 5.94 lakhs, and marine 
premium by Ks 86,000 (65 p c) to 
Rs 2.17 lakhs. The Company’s claim 
ratio in the fire department has been 
quite favourable, being only 14 pc 
as against 13 pc in the previous 
year. In the marine department, 
the ratio has practically remained 
tile samb as last year, around 52 
pc. In the miscellaneous depart- 
nient, however, it has increased from 
36 p c to 44 p c. 

After allocating Rs 9.60 lakhs for 
taxes and Rs 97,412 to the invest¬ 
ment fluctuation reserve, the Com¬ 
pany’s profits for the year amount 
to Rs 10.95 lakhs, the highest for 
any year so far. From the disposa¬ 
ble profits, a sum of Rs 4.50 lakhs 
(Rs .3.95 lakhs) is transferred to the 
Ceneral Reserve raising it to Rs 21 
lakhs.' The Directors have declared 
a dividend of Rs 18.50 per share of 
Rs 100 as against Rs 20.75 per share 
in the previous year. 

Kirloskar Oil Engines 
IZIRLOBKAR Oil Engines has 
earned » higher profit of Ra 
89 85 lakhs (Ra 77.69 lakhs) dur¬ 
ing the year ended March 31, 1968. 
The rise cf about 16 per cent m the 
profits is the result of an expansion 
in sales by about Rs 77.16 lakhs 
or 19 per cent amounting to Ra 
4.73 crorea. Provision for taxation 
has kbaorbed Ra 61 lakhs as 
against Ra 37 lakhs previously. 
Development rebate reserve is cre¬ 
dited with Ra 3.86 lakhs (Rs. 4.65 


general rise in the cost of raw 
materials awl atorea, mairnfactOirlhg 
and trading expenses and the 
levies like the Emergency Risks 
Inauranoe, addlticmol customs < Agd 
excise duties, etc. Taking 
count the previous year’s balance 
of Rs 1.51 lakhs the Directors lia^ 
approprlktejl the avsdlable awSWlit 
of Rs 25.26 lakhs by transferr^g 
Rs 4.06 lakhs to Gener^ Resen’e, 
Rs 1 lakh to Dividend f^iutlieat'^ 
Reserve and Rs 26.23 Mkhe 'leii'>4ft^ 
Hivldend Reserve and carfyihg 
forward Rs ll,6i73 to the heXt''Ac¬ 
count. The dividend is proposed to 


THE Madras Mmot and Gencial 
InsuranCiC Company, a member 
of the well krtown TVS Group, is 
one of the fastest growij(g pompanic-i 
in the general imufance husinesi in 
the country. From the point of 
view of the volume of underwiiting. 
It 18 among the first 15 companies 
in the field today and from the point 
of vrew of profits, probably, among 
the first five. It beus teatimony to 
the prudent policies pursued by the 
«dt«piBiy that It tins been able to 
combine a large and fast-growing 
business with very satisfactory )>ro. 
fit rates. 


lakhs) (3eneral reserve gets less 
at Rs. 10 lakhs (Rs 21 lakhs). 
Rehabilitation reserve draws Rs 4 
lakhs (same) A sum of Rs 11 
lakhs (Rs 9 lakhs) is transferred 
to Dividend reserve. from which 
the Directors propose to meet pre¬ 
ference dividend at 8 per cent sub¬ 
ject to tax absorbing Rs 8 20 lakhs 
and pay ordinary dividend at 12 
per cent subject to tax absorbing 
Rs 10.40 lakhs. 

The Directors state that in spite 
of higher profits, the amount avail¬ 
able for distribution asd allocation 
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to mMrvM hM been coniA i aiinriMy 
roduoed by the incidence m laPT 
'Ehe demand for the Company’e en- 
ghtOB la on the mcreaae and exporta 
have maintained a progreaBive 
trend, 

Money Market 

Thursday Morning, 

XHK iMt«‘r<liaiik call money rate 
eaw-d during the w<H"k from 2iJ 
per cent to 2 jx't cent. The easi- 
lle5^ IS natunil m the mid-slack sea¬ 
son with large amounts of fiee funds 
(Wting about Scheduled hanks’ 
advances, as seen from the latest 
available n'turn ujilo August 9, 
have acluiil/y coiitraeted, though 
only by Ifs 51 lakhs, while then 
deposits have increased, again mea¬ 
grely hy Rs 46 lakhs Moneys 
jilaced at cdll and .shoil-riotice have 
come back to the extent of Rs 8.46 
crores and die reflected in a rise 
of Rs 7.83 crores in cash balances 
and balance!! with tlie Reserve Bank. 
On top of this, banks have been 
able to inctease iheir investment in 
securities by Rs 24.12 crores. 

All this would indicate that the 
.supply of funds continues to lie 
more than adequate to meet demand 
Resideg, the sudden change in the 
Calcutta call loan market where the 
rale has staged a shaip decline 
from 3^ per cent and more a week 
ago to as low as 1 pei cent and 
even less on Wednesday evening, 
suggests that the keen demand foi 
funds at that end whirh had eailiei 
pushed up the rate, has now slacken¬ 
ed and that funds whiih had flown 
from Bombay a tew weeks ago have 
also returned. If the pie'«pnt easi¬ 
ness in Calcutta [lersist.s, rales in 
Bombay will be governed only bv 
local supply and demand 
Reserve Bank’.s statement for the 
week to August 16, is fiiither indi¬ 
cative of the comfortable monetary 
position of the scheduled banks. Not 
only have scheduled banks' borrow¬ 
ings gone down by Rs 2 85 crores 
during the week, but their deposits 
have increased by Rs 2 54 crores 
Although active notes increased 
consecutively during the two weeks 
ended August 9 by about Rs 38.0.5 
crores, they contracted during the 
yveek ended August 16. by Rs 10 50 
crores. Since the Banking Depart¬ 
ment increased its holdings by Rs 
J.44 crores, tire net withdrawal has 
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aqlounted to Bs 9.07 crores. 
rupee securities in the Issue Depart¬ 
ment have been, therefore, reduced 
fay Rs 10 crores. This reduction is 
not, however, reflected in an increase 
in the investments of the Banking 
Department; on the contrary, the 
Rank's investments have fallen by 
Rh 21.07 crores and its holdings of 
Treasury Bills are also down by Ks 
23.06 crores The reduction in the 
Bank’s holdings of securities, aggre¬ 
gating on all the three aci-ounts to 
Rs 54 13 crores, appears to be 
mainly the result of heavy with¬ 
drawals of depo.sils by Central and 
State Governments to the tune of 


% 51.79 crores and <Ui in- 
crealw in their borrowings by Rs 
3.33 crores. Incidentally, it a^^wars 
that the bulk of securities unloaded 
hy the Reserve Bank will have been 
absorbed by the scheduled banks 
whose investments in securities have 
continuously risen and by as much 
as Rs 24.12 crores during the week 
ended August 9. Foreign assets 
marked a further decline during the 
week by Rs 81 lakhs as a result ol 
a fall in balances held aborad. 

Steady conditions continued in 
the giltedged market where enquiries 
centred round selected issues. 



Wh today 


A thrifty person saves today and saves 
his tomorrows while a spendthrift 
spends today and spends away his 
tomorrows as well. 




CVItRfNT STATtSTtCt 

nULWAV WUiONS UkUIED 


(In T«mn of ’000 4>Wliee]en) 



Aggregate from April 1 to June 30, ]963 
Broad Gauge 


Metre Gauge 


■ , t .J 

». 

1962-63 

1963-64 

Increase (-h) j 

or decrease ( — ) i 
percentage } 

1962-63 

1963-64 

Increase (+) | 

or decrease ( —) . 
percentage 

Revenue-Eamina Traffic 

Coal and coke for public 

365.5 

434 4 

+ 18.9 

83 5 

74 8 

+ 17.8 

Grains and pulses 

107 0 

130.2 

+ 21.7 

93 5 

105 9 

+ 13,2 

Oilseeds 

143 

17 1 

+ 191 

162 

18 4 

+ 13.9 

Raw cotton 

73 

7,1 

— 2.61 

58 

57 

— 2 38 

Cotton manufactured 

25 

2.3 

— 8.45 

0.6 

0.8 

+ 33 5 

Raw Jute 

15 6 

110 

-29 7 

153 

102 

—33.5 

Jute manufactured 

1 6 

1 9 

4193 

1 7 

1.3 

—20.6 

Sugar 

17.3 

18 1 

+ 4 79 

194 

20.7 

+ 6.56 

Sugarcane 

11 7 

0.2 

-98.7 

70.2 

1 2 

—98 2 

Cement 

4714 

54 9 

+ 15,9 

44 5 

4.3 4 

— 2 47 

Iron and steel 

Pig iron 

98 

12.5 

4 27.6 

2 1 

1.3 

—35 7 

Others 

SOI 

95.8 

+ 198 

169 

166 

— 1 96 

Tea 

16 

1 3 

-184 

2.2 

1 7 

—20 2 

Metallic ores 

Manganese ore 

14 7 

12 3 

—16 1 

39 

2 5 

—36 5 

Iron ore 

136.3 

163.1 

4 19 7 

14.6 

15 3 

+ 5 16 

Others 

■■ 6 2 

8.1 

430 8 

69 

54 

—21 7 

Limestone and dolomite 

65.0 

64.3 

- 1 18 

19 1 

15.1 

—2) 0 

Miscellaneous full wagons 

406 6 

456 8 

+ 12 3 

3194 

343 9 

+ 7.68 

Miscellaneous smalls 

83 4 

81 7 

- 2 08 

70 2 

88 3 

— 2 68 

Non-Revenue Traffic 

Coal for home line 

68 9 

73.4 

4 6 50 

68.5 

69 4 

+ 124 

Coal for other Govt, railways and 
manufacturing units 

123 3 

131.2 

+ 6 43 

5.7 

94 

1-65.7 

Other stores 

46.1 

59.8 

+ 29 9 

39 8 

47 9 

+ 20 3 

I'OTAL 

1,632 3 

1,837.6 

+ 12 6 

900 0 

H79.3 

— 2.30 


•Source : Ministry of Railways (Railway Board), Government of India 


STATE FINANCIAL CORPORATIONS 
Liabilities and Assets 

(Ri Lakhs)- 


Figures for the last Friday of 
June '63 Ma^ '63 April '63 June *62 


No of SFCs 

Liabilities 

15 

15 

15 

1$ 

Capital and reserves 





(i) Paid-up capital 

15..32 

>-15,32 

15,32 

16,10 

(ti) Reserve fund 

16 

14 

14 

13 

(iii) Provision for bad 




and doubtful 
debts and 
other reserves 

33 

32 

31 

13 

Bonds and debentures 

18.48 

18,48 

18,51 

18 

Other Ultbihties 

Total liabilities or 

16,94 

16,53 

14,81 

10,81 

assets 

Assets 

Cash in hand and 

51,23 

49,09 

42,16 


^ , 



balances banks 

Investmeals in 

4.30 


4,25 

B.35 

Government ‘Securities 

4,47. 


4.6! 

4,48 

Loans and advances 

513,05 

32,49 

' 2'4,17 

Debentures 

22 

22 

22 

13 

Other assets 

9,19 

8,88 

7,52 

5,03 


Source i Reserve Bank of India 


INDUSTRIAL FINANCE CORPORATION 
Liabilities and Assets 

{Hs Lakhs) 

Figures for the last Friday of 
June '63 May '63 April '63 June ’62 


Liabilities 


Reserve funds 

Reserve for doubtful 

2.22 

2.22 

2,22 

1.75 

debts 

14 

14 

14 

14 

Provision for taxation 

59 

59 

59 

59 

Bonds and debentures 

28,24 

28,24 

28,24 

22.24 

Borrowings 

26,91 

26,38 

25,07 

19,98 

(i) From RBI 

— 

1,12 

— 

— 

(ii) From Govt 
{(ii) In foreign 

24,75 

23,75 

23,75 

19,75 

currency 

2.16 

1,51 

1,32 

23 

Other liabilities 

Total liabilities or 

23,49 

21,15 

20,97 

20,94 

asset* 

Asset* 

Cash in hand and 

81,61 

78,74 

77,24 

65,61 

balances with banks 

1,64 

1,82 

3,64 

2,02 

Loans and advances 

59,86 

57,60 

56,52 

49,57 

Other assets 

20,11 

19.32 

17,08 

14,05 


! Source 5 Industrial Finance Corporation of India. 
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Whether capping for bottles or 
phials, tagger for metal contai¬ 
ners or unit strip packs for 
tablets, Aluminium Foil gives 
product protection, promotes 
prestige and prevents adultera- 


FOILS 


PACKAGING 


India Feds Limited 


(Incorporated in Great BritaUi) 
Calcutta Bombsy Madras New De&i 


In for Asian I&w Rrivato ApofJo Strptt. Foll>] 
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Renunciation, What For? 

F the Prime Minister’s decision has caused surprise, surely, the reason 
cannot be that he has exceeded the requirements of the Kamara; 
plan? For, it is an important pari of the plan to create a psychological 
atmosphere of renunciation, of a return to the old Congress traditions 
of indifference to power and position. If, then, these acts of renuncia¬ 
tion were to have the desired efifect on the Congress rank and file and 
on the nation as a whole, they had to come from the people who had 
the most to renounce. 

It is also necessary that those released from the administration for 
party work are men who have a standing in the Congress independent 
of their position as Ministers. Only such persons can lie expected to 
command the authority required to make a frontal attack on the orga¬ 
nisational problems which afflict the Congress. To spare leaser people 
from the Government would have been to ensure that the Kamaraj 
plan would go the way of so many other high-sounding Congress 
schemes. 

Having said that, it is relevant to ask what these eminent Congress¬ 
men who have resigned from the Government are going to do. TTieir 
tasks will really depend on what the Kamaraj plan is designed to 
achieve. It could streamline the Congress by resolving the organisa¬ 
tional problems which beset it an<l fashion it into a less divided, more 
disciplined and vigorous political party. It could also seek to increase 
the electoral support for the party or make it more popular with the 
people. The two objectives may not be independent insofar as a better 
organised Congress will command greater respect from the people and 
will be in a position to fight eJectoral battles more effectively. The 
two objectives, however, need not necessarily be consistent and may be 
conflicting at times. ^ 

To take the second objective first, as the ruling party, the people 
naturally judge the Congress principally by the record of the Govern¬ 
ment. In his reply to the recent no-confidence debate in the Lok Sabha, 
the Prime Minister almost admitted that theie was popular disaffectiori 
with the Congress and that the chief reason for this was the hiatus 
between the Government’s policies |wd practices and between its de¬ 
clared objectives and its achievemei|^^H||H||iEi this diagnosis is rele¬ 
vant, as it no doubt is, the Kamara^^^Hlnit be very helpful since 
its sphere is not the Government, i^RBr^rty. It is conceivable 
that as a result of the recent resignatfttps, the new Cabinet may be more 
homogenous and the possible infusion of new blood may also make it 
more dynamic. But if these results follow, which is unlikely, they will 
be incidenul by-products; has not the Prime Minister himself said 
that his decision on the resignations was not influenced either by ideo¬ 
logy or the record of the Ministers? 

As for die first objective, the prdolems which afflict the Congress 
are no secret. Indiscipline and faction fight, which manifest themselves 
in the most extreme forms like Congressmen supporting opposition 
candidat^i jjn elections, have become accepted facts Pf Congress organi¬ 
sation, are'the ][iroblem8 which the Kamaraj plan has to tadcle. 






Ti^4» gtonjor »€dngregnn«n luye 
y rMigned fcon the Goveritoieat yhU 
.pi^oftbly tonpuitrate on ^ regipns 
where dieir influence in the Con- 
. gross ofganisation is the most ani 
through patient effort to try to non 
out dissensions and {aCtionalisni. 

This is, of course, easier said than 
flone. Consider the nature of the 
factions and their genesis. The 
Congress is an elephantine organi¬ 
sation enveloping within its gaxgan- 
Uian folds a thousand different, and 
inevitably conflicting, interests. Is 
It, then, surprising at all that there 
shculd be so many factioas or that 
the struggles among them should he 
so hitter ? Other political parties 
in other countries have career poli¬ 
ticians who make, no secret of their 
ambitions but what has made it 
impossible to reconcile individual 
ambitions with efficient party orga¬ 
nisation in the Congress is the ge- 
•nuine conflict of interests and ideo¬ 
logies which are the inevitable pro¬ 
duct of the Congress party’s attempt 
to preserve its pre-independence 
]X>sition as something more than u 
political party, as a national orga¬ 
nisation, As long as this effort to 
represent almost every section of 
the people or every interest in the 
country continues, factions will re¬ 
main and no plan will make the 
least difference. 

It is here that the possible con¬ 
flict referred to above between the 
objectives of streamlining Congress 
organisation and increasing its elec¬ 
toral support may arise If it is re¬ 
cognised that ideological cohesion is 
the precondition for reorganisation 
of the party, those who do not fit 
into the cohp.sivc pattern may have 
to be ruthlessly weeded out. It is 
conceivable that this may in the 
short run adversely affect the popu¬ 
larity of the party and probably 
lead to the loss of some election* 

' here and there. But tiji|||A||J|||fc 
the Congress can reaHj^^mte 
considering its overwhelra^PRd- 
vantages over its political competi¬ 
tors. 

The question to ask then is : will 
the Kamaraj plan lead to such an 
ideological reorientation of the 
party ? At this stage the answer has 
to be Iwsed on the Prime Minister’s 
choice of persons to devote them¬ 
selves to party work. Prom this it is 
4 |Kcult to avoid the frijiing that the 
business has got off to a 

■ r • ' V., ■■ 


wrong,, ^ ii?: 

parate' phtlogophiest suoi as 
the ones nm.|e^eased from thq Cen¬ 
tral pdrinef^i can oettainly take , 
steps whidi would ensure thh main¬ 
tenance of a spoils system, for this 
merely requires the reaching of a 
compromise on a short-term pro¬ 
gramme of .action, which would 
neither favour nor militate against 
any particular political ideology. 
But long-term non-alignment in 
respect of socio-economic problems 
IS a non sequitur and so long as the 
leaders are unable to agree on what 
to do with the Janus-faced .Congress, 
the perambulations started last week 
would not add up to anything more 
tlian a false, and possibly danger¬ 
ous, gesture. 

Dangerous, because of its impli¬ 
cations for the balance between the 
Congress organisation and the Gov¬ 
ernment at the Centre. The inclusion 
of almost all Cemgress leaders with 
the semblance of a national stature 
in the Union Government has meant 


'"W . .fi-e,' 

fWBi^ tnteileiteace, Ijy ■ ji 

^eims t^hich asp it.-, 

Now with the rm%ntition ^ some 
of the Bsost powerful 'CcxhgrMsinen 
from the Goyemmettf and tfi^r re 
turn to the ^ty ^aaiSation the 
position may wOll be reyeilMd. This 
danger may also manifest itself m 
an Intensification Of the centrifugal 
fojrccs in the country.. Ihe leaden 
who have resigned' tfee Govern¬ 
ment might return to the States 
where they have their political base 
and build themselves up into powei- 
ful sataraps. Signs have not been 
wanting that the present hold of th' 
Central Government cannot be taken 
for granted for long. ' At such a 
time it needs to be seriously consi¬ 
dered, whether the Kamaraj plan 
has not intensified the process hy 
weakening the Central Governmeni 
politically, though not necessarily 
in the sense of making it less elh- 
cient administratively. 


Division of Labour 


A Correspondent writes : 

'J'HE departure of many top per¬ 
sonalities from the Cabinet, 
under the Kamaraj plan, provides 
the Prime Minister with the oppor¬ 
tunity to make a long-overdue re¬ 
allocation of the economic port¬ 
folios. The Prime Minister admitted 
the need to rationalise the distribu¬ 
tion of functions among the econo¬ 
mic ministries last year when 
T T K was taken into the Cabinet, 
but he did not get very far then 
due to reasons that are well known. 

There is. first of all, the urgent 
need to rationalise the organisation 
of those two most important depart¬ 
ments of Government, the Finance 
Ministry and the Planning Commis¬ 
sion. The Finance Ministry could 
be split into three separate Minis¬ 
tries; Economic Affairs, Corporate 
Affaire and Finance. 

The Ministry of Economic Affairs, 
headed by a senior Cabinet Minister, 
can take over the present depart¬ 
ment bearing the same name mirms 
the divisions which locdc after 
corporate affairs. The superfluous 
department of special economic 
affairs id the Ministry of Economic 
and Defence Coordination, and the 
non-existent Ministry of Planning, 
can be aboli^ed giid the Minister 


for Economic Affaire appointed exe¬ 
cutive head of the Planning Coni 
mission. As has been suggested m 
this journal earlier (“Overhaul 
Planning’’, .June 23, 1962) the oiIht 
members of the Planning Commis¬ 
sion should be afi^ointed on the 
basis of their technical competent 
alone; no other Cabinet Ministei 
apart from the Prime Minister if 
necessary, need be a member of the 
Planning Commission. This, togethei 
with a thorough re-organisation of 
its numerous and over-lapping cli\ '• 
sions, should meet the ^t-repeated 
criticism that the Planning Com 
mission needs to plan, itself fii'-t 
Once these reforms are effected, the 
Development Wing can be absorbed 
in , the Planning Commission as 
full-fledged Industry Division 

The Ministry of Corporate Affau- 
can be headed by a relatively juoioi 
Minister holding independent 
charge. It will be responsible f*" 
the administration of company Ia«, 
regulation of stock exchanges, coo 
trcil of Capital issues arid* coordina 
tion of tile working of financial 
inslStutkina > Bfce the LIC, I F C. 
ICICI, NIDC and the commee 
cial banks, (The Reservw Bank 
however, will remain undet, Econo 
raio Affairs). Thltt ismu^emeni 
Vftll c^trdiae the regulation 




' ' Ti"' ,1-'; ■ : iv > 

'Iswr ,Vrp-— 

taohM ol ‘ ladniUy 

oth^. ' are' in 

Ewaofalc/MilSr^':,, 

Hu Mihtsf^ of filbutGe would 
liien &on^ Merely M ■ depar$- 
menl8 ‘ of reVMtiie^ and expenditucel 
iloWdver, ■in vie# it* important 
rota in ktapiag the budget 
supaijrking tbe dt^fto^y tihancial 
operabtiom of (^ven^eht, thit 
Ministry must •oontinue to .have a 
high statu*,: whidi can b^ assured 
by putting it Under a Minister of 
bute, responsible to tbe Minister .of 
Econmnic Affairs. 

Reorganisation of the Finance 
Ministry on these lines will be a 
drastic step. It will involve the 
abolition ,of the Ministry of Plan¬ 
ning and the Ministry of Economic 
and Defence Coordination, and pro¬ 
found changes in the organisation 
of the Finance Ministry and the 
Planning Commission. The reorga¬ 
nisation IS, nevertheless, necessary 
m the interest of ^icedier policy 
decisions which are now held up 
by the diffusion of functions relat¬ 
ing to planning and finance among 
a number of authorities. 

' r> t 

A regrouping of the executive 
rronomic ministries follows as a 
Ingical corollary. However, it should 
lit' admitted at tbe outset, that it is 
impossible to so group the minist¬ 
ries as to achieve complete coordi¬ 
nation of all inter-related aedvities. 
All execudvd economic funedons 
‘irc inter-related; one cannot, 
«n that ground, put railways, 
mines and fuel, .and steel, for 
instance, under the same ministry. 
Kegrouping has to be based mainly 
upon administrative feasibility and 
convenience, while coordination, 
(that religious chant which expiates 
many administrative sins), in the 
ultimate analysis has to be the 
risponstbifity of the Ministry of 
hconomic Affaiijs and the Cabinet 
htotiomic Committee. ^ 

i be most illogical elements in the 
«Kting arrangement are: 

<>) the Ministry of Economic 
und Defence Coordutodon which 
diii ctly controls the department of 
and is overlord of the Mini, 
of Defetice 'Prodjiotmn, and 

the Mihhihdes Sted and 


FollowlSif^^^titrdrThe tieorganisa- 
doit of the Fiiuuus ^ Ministry sui^ 
gtoted above, Economic and IMence 
Qotttdmadon will disappear. Of i^« 
three departments, qiecial economic 
affairs will go -to E^omic Affairs, 
and technical development (i e th^ 
Sevelopment Wing) will be absorb- 
ed in the Planning Commisslbn, 
leavii^ only the Department of 
Supply whi^ procures equipment 
and stores worth |1* 300-4CX) carorea 
a year. SUj^y can be merged ^ith 
Defence Production' to form an in¬ 
dependent Ministry, but if Defence 
Pr^uedon must' remain, for rea¬ 
sons of ‘security’ and coordination, 
under the Ministry of Defence, 
Supply could be put under a Min¬ 
ister of State. 

The present division of functions 
between the three industry minis¬ 
tries makes hardly any sense and, 
besides, keeps two of them in a 
state of severe under-employment 
The Ministry of Industry looks 
after industrial licensing, adminis- 
tration of company law and light 
engineenng and. chemical (exclud¬ 
ing fertilisers) industries and small 
and village industries (excluding 
faandlooms). The Ministry of Inter¬ 
national Trade has charge of ex¬ 
port prolnodon, import licensing, 
plantations, raw cotton, textiles (in¬ 
cluding handlooms), coir, forward 
markets and tariffs. The Ministry of 
Steel and Heavy Industry has all 
the fat plums of industry. The best 
solution will be to have a single 
Ministry of Industry, with a aenior 
Minister directly responsible for 
steel and heavy industry, and a Min¬ 
ister of State taking care of all 
other industries, including small in¬ 
dustries, International trade can be 
placed under an independent junior 
Minister, if the long-term cmd basic 
economic implications of export 
promotion are worked out by the 
Ministry of Economic Affairs and 
the Planning Commission. What ex¬ 
port promotion needs, after all, is 
not juBt an energ^ic Minister and 
some "od hoc incentives but a com¬ 
prehensive and integrated .policy for 
the entire etonomy. 

There is no reason why railwaya 
and transport and cDcomunications 


Wt a. aii^fe ‘ 

Afiairtty, m pe^tual bickering- . 
bf^woen ridbray* and other wans- 
pent ihtereeta nenwithstanding. Al- • 
most pwty aeffiMent of fftis Minis-. . 
tx^ -will enjoy operatiortal autono- 
my; failways under the Railway 
Board, posts-and , telegraph under 
the P and T Boar^ aviation under 
the . two air corporations, ports 
under Port Trusts, and public *ec-( 
tea: sbipplng un^r the Shipping 
Cmporation. If tbe autonomy of 
these pi^lk departments and enter- ' 
prites is really meaningful, the 
prindpal function of the T)ra>»port 
Ministry will be only to coordinate 
their working and pipvfde overall 
guidance. 

Regarding Food and Agriculture, - 
which has an attached Ministry 
Community Develc^roent and Co¬ 
operation, one has ,to start with the 
constitutiohal limitation that agri¬ 
culture including community deve- 
kipment and cooperation, ig a State, ' 
not a Central, subject. Strictly 
speaking, agriculture al the Qintre 
should be the concern of the Plan¬ 
ning Commission only. Food — eg 
import of food grains and export 
of sugar — alone is a genuine Cent¬ 
ral subject. There is, in any event, 
no need for a Ministry of Commu¬ 
nity Development and Cooperation 
separate from A^culture, for, if , 
o^ial policy declarations mean 
anything, the two are concerned 
with the same principal task. 

The allocation of irrigation and 
fertilisers to the Ministry of Agri¬ 
culture is not likely to make' this 
Ministry much more effective than 
it is now: utilisation of irrigation 
facilities depends upon action by 
the States, while the transfer ol 
fertilisers from one Ministry to an¬ 
other cannot, by itself, lncrea.se 
production, so long as the Govern¬ 
ment’s price policy keeps away 
forei^ coliahcM-ators. Such a re-al- 
locatiqn would be justified, if at 
ajU^jplljl^TOen the new Ministry of 
Fooff and Agriculture sheds those 
functions which duplicate the work 
of the States, and the administra¬ 
tive capacity thus spared can be 
used to relieve the other Ministries, 

So far as irrigation and power, 
and mines and fuel are concerned, 
the present junior Ministries can 
continue. It is true that irrigation 
and power have little to do with 
each other insofar as much of the 
irrigation comes from medium and 
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isAjikor and power i« ifeMtraited 
ifl iheiisal jdantt. But, at the <]entrev 
a large part of the exploraory, eva¬ 
luation and advisory work relates to 
multi-purpose projects and hydio- 
I power. And, in any case, it may be 
worthwhile to wait and see how h 
technician-tumed-politician, a rare 
phenomenon in India, handles a job 
within his technical competence. 

Regarding mines and iuel, the 
tien^tation to subordinate it to the 
Ministi-y of Industiy should be re¬ 
sisted. Induatiy is a big enough 
charge and past exjJcrieiice with 



raimfet and. Ii»l to steel has 
not been very .hi^Jpy. 

Fiaajly, there are sound reasons 
against creating a few overlords lo 
take charge of groups of ministries 
headed by junior Ministers. Thi/> ex¬ 
periment when tried m Britain by 
Churchill in the ’fifties failed, main¬ 
ly because it separated re^onsi- 
bility from authonty and multiplied 
the links in the chain of command. 
Our Ministry of Economic and De¬ 
fence Coordination has the status of 
an overlord in relation to defence 
production. The limited experience 


of 'its -workhaiiP does 

ntlstn about the vseivhtmti m Witch 

overlords. 

A (sad I) result of a re-ailoes^im 
of departments on these lines wiB 
be a significant reduotjoa in the 
number of Ministers and Secretaries, 
and the staff attached to thmn. 
Ways can and will, no doubt, be 
found to prevent this from happen¬ 
ing but is It too much to hope that 
Government wij] least make a 
heginniJtg towards organising itself 
more raUonally and scientihcajly ? 


Weekly Notes 


Civil nights : the Real Fight 

AT roughly the same time as 
James Meredith, the first Negio 
student to be admitted to Mississippi 
University, has been awarded his 
degree from the University (relu¬ 
ctantly, by just one vote of the Re¬ 
gents’ Council), a magnificent de¬ 
monstration of the new-found con¬ 
sciousness, solidaiity and discipline 
of the American negro community 
has been seen in Washington. 

On August 28, in brilliant sun¬ 
shine, some 100.000 demonstrators 
converged in two columns on Capi 
tol Hill to urge I’arty leaders to 
pass President Kennedy s emergency 
proposals on civil lights. The mai- 
chers included many white Ameri¬ 
cans, a groii]) of popular film stars, 
veteran American radicals. Waller 
Rcuther of the AFL-CIO, and was 
officially supported by the American 
Roman Catholic community (with a 
special message of .sympathy from 
the. Pope). At the same time, m 
London, Tel Aviv, Accra and Cairo 
(but not New Delhi), simultaneous 
dernonstrations of sympathy took 
place. 

It is as well that this demonstra¬ 
tion of strength comes wl)er\ does, 
for the whole civil rights movement 
is now reaching a crucially difficult 
stage. Until now the legislative 
question (as in the 1957 and 1960 
bills) has been mainly concerned 
with voting rights in the South, a 
question of constitutional principle 
on which it was easy for all men 
cf' goodwill to unite in denigration 
'i^OTe notorious Southern reaction- 
an attitude that could go 
.wifih considerable self-righteousness 

ig the North. The 1963 bill, how¬ 


ever, attacks more subtle forms of 
discrimination — in restaurants, 
hotels and jobs, where segregation 
IS almost as powerful in the North 
as the South (as some visiting 
African diplomats have learned to 
their cost and the President’s em¬ 
barrassment). Accordingly, m Con- 
giess, the President’s problem is 
not how to overcome the filibuslei- 
mg of the 18 Southern Democrats, 
but how to achieve even a simple 
majority in either House. Those 
Republicans who ensured a Presi¬ 
dential majority in 1957 and 1960 
have shifted over to the opposition, 
and do not believe that the current 
proposals are as vital to America 
as they seem to be to the President 

So far, the signs are not good. 
Presented in June, the President's 
proposals will not reach the House 
of Representatives until late Sep 
tember (the demonstration was 
timed to coincide with the Bill’s 
Senate stage, not reached now until 
mid-October, an indication of how 
late the Rill is running). Work by 
the President’s agent, Lawrence 
O’Brien, to garner Republican 
support seems less likely to create 
the, required majority for the cur¬ 
rent proposals, but more to dilute 
the Bill. Republiran doubts reflect 
the wider alarm in white America: 
that the negroes are going too hard 
and too fast. 

This resistance is, of course, lo 
he expected where, the campaign 
for negro emancipation really begins 
to impinge upon areas of American 
society which matter and in whicli 
discrimination finds its real and 
publicly accepted sources. The re¬ 
cent demonstrations In Pittsburg 


hive shown both the extent of infor¬ 
mal discrimination in the North and 
whaf“' cah be done by local direct 
action to shame men into reconcil 
ing their pretension and practice. 
They have also uidieated how mucii 
iD-fecling can be evoked from white 
Northetners when their assumptions 
are challenged, 

The fight, then, will get harder 
now, and test the negro community 
and Its friends to the full. The 
attack on discrimination in Ameri¬ 
can society as a whole is the only 
key to a lasting solution, whatever 
monstrous prailices still persist in 
the South The blind-spot in Ame¬ 
rican liberalism must be challenged 
— and the new disi iplmed army of 
negroes who beseiged Washington 
this W'cek are fortunate in having 
an ally in the White House. 

Nationalisation of Banks 

J’HE non-official Congress motion 
on the nationalisation of banks 
in Lok Sdbha has, predictably, re 
e-Pived the support of many opposi¬ 
tion members, from among the 
Communists, Socialists, the BSP, 
the DMK and Independents. The 
quehtion of nationalisation of banks 
has been raised in Parliament on 
more than one occasion in the past 
blit the Government haa always op¬ 
posed tlie suggestion. This time, 
apart from the plea that die emer¬ 
gency justifies it, nationalisation of 
banks ha.s been advocated as a cure 
fbr two specific misdemeanours of 
the business community — infringe¬ 
ment of foreign exchange regula¬ 
tions through under-invoicing of 
exports and over-invoicing of im 
■ports, and the many conru^ practi- 




iHntw even one ol ^ luMt 
metioBkws. ojlten vecging oa petti* 
foggW>8« compeiiy lemlations eny* 
wh«(»> in the worid - lus failed 
to dbpdt* Congitsse member 

has afgved tbat if the Government 
does not natKHialise banka, it will 
fail to convince the im^e of the 
eameatness of its professions to 
curb the activities of vested inier- 
ests. 

There are other conceivable argu¬ 
ments for nationalisation. For ex¬ 
ample, it could be said that it would 
increase the quantum of financial 
resources at the disposal of the Gov¬ 
ernment. In this connection it is 
relevant to see how banks deploy 
their resources at preseiU. In 1962, 
scheduled banks invested Rs 114 
irores, roughly half of the increase 
of Rs 233 crores in their deposits, 
in Government securities. It can be 
argued, of course, that more can be 
(lone, and should be done Again, 
Mrice 1954, when the Imperial Bank 
of India was nationalised, the offi- 
tes of scheduled and non-scheduled 
hanks have multiplied at an annual 
rate of about 225 and this is large¬ 
ly respoiKsible for the large increase 
in bank deposit.s, But even now, 
one reads in the reports of the Be- 
serve Bank of India, there are 
as many as 1,018 towns, out of a 
total of 2,690, which are not served 
hv any banking offices. Nationalisa¬ 
tion might, conceivably, speed the 
extension of banking to new areas 
and thereby help to mobilise larger 
resources There is also the feeling 
that It is possible to prune bank 
advances to private trade and indus¬ 
try with no adverse effects on the 
ftonomy, and thus release more re¬ 
sources for the Plan. One may go 
lurther and claim that such pruning 
I'ould remove one of the major ob- 
-tacles to resource mobilisation ar- 
tording to Plan requirements; today 
flan priorities are distorted by sec¬ 
toral price movements which often 
result from the crperations of bu.d- 
nessmen with the support of bank 
finance. Theoretically, at least, it is 
also not unlikely that nationalisation 
isould succeed in reducing costs by 
eliminating competition for depo- 
'iis, reducing expenditure on sppe- 
'lor staff and the oetenution which 
fftres with private banking, and 
curing a more rational deployment 
of staff over the entire banking sec- 
•or than radsts at present. 


Qia lite hmd, ;dM raagn^tidp 
oif the a^ini*trativ« tadc invotWd 
in and the reperousioQs trf soeh a 
step cm opinion in aid-giving coun¬ 
tries are factors which the Govern¬ 
ment cannot ignore. The banking 
sector is composed of scheduled 
banks, Indian and forrign, and non- 
scheduled banks, which between 
them had well over 5,000 offices at. 
the end of 1962. The nature of 
business, adnunktrative procedures 
and staff ronditions all vary widely' 
and it would pose a very serious ad¬ 
ministrative prd}lem to create an in¬ 
tegrated structure. The experience of 
the nationalisation of the Imperial 
Bank is of little guidance in this 
matter. There the question was 
limited to only one bank, and even 
then the absorption of the other state- 
associated banks proved quite tire¬ 
some. On the other hand, it was 
possible to pay cash compensation to 
shareholders; this is certainly out of 
question in the present case 

The whole question requires pro¬ 
longed scrutiny at the expert level on 
a number of points, including the 
valuation of assets, which is an ex¬ 
ceedingly thorny undertaking as ex¬ 
perience has shown more than once. 
One wonders if even the beginning 
of such scrutiny has yet been attemp¬ 
ted The issue has, therefore, per¬ 
force to be postponed as the Govern¬ 
ment is now preoccupied with a num¬ 
ber of other major tasks — including 
justifying, through its performance, 
the extension of the public sector 
that has already taken place. 

U S Foreign Aid Throttled 

JTOUR major changes have been 
made by the U S House of Re 
presentalives in President Kennedy’s 
Foreign Aid BUI. Each of these 
changes marks a step backward in 
the U S approach to foreign aid. 
Though one may take a qualified 
view of one of these changes, namely 
the requirement that at least half of 
total U S aid to any country should 
go to the private sector, there is 
no doubt that writing this into the 
legislation governing foreign aid 
cannot but have adverse effects on 
the foreign aid programme as a 
whole. 

The cut of over one billion 
dollars in the total appropriations 
for foreign assistance is. of course, 
the change that will hurt the Presi¬ 
dent the most. T^is cut was made 


gxfkhw .wiaiiw, 
dtMfefaod of tlb tqpeciai plea 
UMtde ohly a few 4^ carlip* ^ 
press conference. The sue of Ute 
out and the eidastantwl iqalority jby 
which the amendment was pi^d 
by the Mouse must bolfi hmw 
sltocked Rie President, who had 
already reduced the amount de¬ 
manded- in the Bill in defeirence tP 
the wishes of the Clay Committee 
'Hie major cut lue been in economic 
aid programmes, though f«r the 
first time the cut in mUitary aid is 
also of concern to India. 

The change in the Foreign Aid 
Bill which concerns India particu¬ 
larly, and was probably made with 
the prospect of U S aid to the 
Bokaro steel project in mind, is the 
ceiling on U S aid for any single 
project. This ceiling is low enouj^ 
to eliminate U S aid for Bokaro. It 
will operate during the current fi- 
ngncial year ending in June 1964 
and may possibly be reconsidered 
next year. 

It is difficult to say what exactly 
the Congress hopes to gain by in¬ 
sisting that the minimum rate of 
interest on assistance made availa¬ 
ble from the Development Loan 
Fund should be 2 per cent. At 
present, only a service charge of 
0 75 per cent is made on such loans. 
It will be admitted that the now 
minimum rate prescribed is also 
quite low but at a time when the 
United States has been exerting 
powerful pressure on the other aid¬ 
giving countries to reduce the inter¬ 
est rate charged on their develtqj- 
ment loans, this particular change 
may have an adverse effect on the 
general foreign aid climate. These 
changes are bound to make it hard 
going foi the Administration to 
maintain the U S role as the leader 
in the field of foreign aid. 

The President will, of course, 
make a powerful effort to get the 
House decisions reversed. He will 
have a chance to do this when the 
Bill goes to the Senate, which has 
always been somewhat more liberal 
than the House. If he succeeds 
then the House and the Senate will 
have to hammer out a Compromise 
solution. The President -may still 
have to yield on many points. 
Washington reports suggest that he 
may have to agree in particular to 
the ceiling on individual loans — 
which would rule out U S aid for 
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hn .U'tn 
« 9tii(i4>r pin at 
Hjtmdmfi ^ aid it»to 


U t» «i|CCMi^|hit|et 

rt of tiw tiitt 111 thd 
razored. > ■ ■ 


l»0|* CM fnuttng, 

dajbate on th^ wofldng of the 
S T C wa$ in keepinjB Wid« the 
/pl!aM«it trend of our pamamentary 
Ail^teS in* that criticisjm, while 
jjlieDtilul, ^as neither pointed nor 
' Oohetructivc.. PcrhapK this may 
, fiava been partly because of the 
limiteid time allowed to eatdi spea- 
W — to which Shri Ranga took 
auch bitter exception. But there is 
'•'410 reaaon why a CloSe study of the 
Corporation’s working rannot be 
reSected even in brief apeeches. 
It fa rather surprising that an iti- 
adtudon, after 7 years of existence, 
khonld still be judged more on 
1 grounds of ideology than perfor- 

9iance, 

To GOihplain that the S T C is 
overstepping its original objectives 
is beside the point, for these are 
more comprehensive than most 


ontice^dd^. CorporafiOn at 

the timi* df it* ' ;6fSd*1ial«nenf 
not only untended id "organise and 
effect exports from a»d iiHports in¬ 
to India of such’ goods and dmi- 
modities as the Gunpany from time 
to time'may determine” but also 
to "do all such other things as are 
incidental to or conducive to the 
attainment of the above objective”. 

It is nioie pertinent to ask if the 
S T C Is doing for the country’s 
eotport effort what private trade 
alone is not able to do. It has all 
along been made clear that the 
S T C’fc role in our foreign trade is 
primarily a supplemental tone. 
Maituhhai Shah himself made it 
clear that there.was no question of 
nationalising trade just because 
some people over-invoiced imports 
and under-invoiced exports. He 
believed that tradeis should be 
trusted to bring back “old tradi- 
tipns and honest trade practices”. 

This would really add to the 
criteria for judging the perfor- 


,. 1 ' W.yV''""'’''--,!!. 

r '"i'-wV ' 

' c*fiop ha* 

'taide, bu* the- madoin" jp 
this bas been donei .;;|t 
a close look itti tlie S-1!''€r* dpera< 
liops may prove reward^. Take, 
for ktetance, trade' Wlii tb* n^c 
payment area. ' • 

Aimong’ofhOT thingat Ihe S T C 
is in charge, af . ekpoi^ '<ff cotton 
textiles to East '£u^j>eaa ttouMries 
and Russia; pdiptte export^ have 
fb y^hapnef theit exports through 
the ^S' T C and for' this "ft receives 
a Commission. What can be mote 
ironical than the fact thgt the 
S T C arrange* for thSwe -exports 
again through a private patty, a 
prominent ihdpstrialist, who gets 
paid a much ' higher commission 
than the S T C? Is the S T (J 
perhaps unable to handle these 
exports ? If so, why should it 
maintain this flimsy facade of ex¬ 
porting cotton textiles to the rupee 
payment countries? 


Kamaraj Plan: View from a State 


J^VER jince the 9 pm radio 
' bulletin on Saturday night an¬ 
nounced the exit of Morarji Deaai 
mid Others from the Cabinet, Cal¬ 
cutta business circles have been in 
a ' dither. They are worried not 
about Motarji’s departure — his last 
. Budget ooiuiderably tarnished bis 
r^utation as a friend of business 
and industry — but about who might 
replace him. Press rejiorts from 
Ifew Delhi are being eagerly scan¬ 
ned for cities, blit they only add 
to the qonfusion by their conflicting 
advocacy on behalf of the different 
contenders. 

. Of the names being mentioned, 
T T Krishnramachari's occurs the 
■ RKist frequently, Despite T T ICs 

• usefulheas to individual business¬ 
men, he is certainly not as popular 

; a*^ oiie. may. imagine He has been 
trylpg, with considerable success, to 
uili across a carefully cultivated 
image, of ■ being left of the centre 

' which, may be a political asset but 

* which does not win him maily 
friends, in the BurrabUzar gaddis or 

' "mp' Clive Street. The objection to 
il^lmriial Nanda, is ntore readiK 
. mSi^ood: as ithoW Minister, he 
. jhas baen often at dm opposite end 
>{ dm otgmmt" with employer*, 
m'li* aW ftktndfied. with planning 


and the emphasis on public sector 
that derives from it. C Subramani- 
am has not been long enough in 
New Delhi to evoke very strong re¬ 
actions. for or against, except per¬ 
haps in steel circles. Even steelmen 
are beginning to forget the price 
award last year and are lo^ng 
forward to the new dispensation of 
decontrol to restore the private sec¬ 
tor steel industry to reasonable pro- 
fatability. 

Swing to rile Left? 

Individuals apart, the great oon- 
cern here seems to be with the pos¬ 
sible political implications of 
Morarji’s and Patil’g exit. Does this 
mean a swing to the left? Is the 
Kamaraj plan a cover for an ideo¬ 
logical reorientation? The more 
eager questioners have convinced 
themselves, presumably after tele¬ 
phoning buddies in New Delhi, that 
the exit of Lai Bahadur is merely 
to creiite a 'smoke-screen behind 
which the wee.ding out of the right¬ 
ists can be more discreetly manag¬ 
ed. W*?t Bengal Congress boss, 
Atulya Ghosh, is credited with the 

that Nehru was relud^nt to 
the last to let Shastri g6 but gave 
an ultimately to the counsel of col¬ 
leagues that the appearance oi 
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neutralism (as between the right 
and the left) must be preserved. 

Bengal Ministers unaffected 
by’ the changes under the Kama¬ 
raj plan, have not yet shed the nei- 
vousness tfadt was so evident befpry 
Saturday’s announcement. This is 
partly because Pandit Nehnj hgs 
held out the threat of a furthei 
instalment of resignations in his 
note to the Working Ctniynittee 
a threat made the more serious bv 
the references by Sanjeeva Reddy 
and Shankar to- (be possibility of 
further changes in the statements 
they made on return to their State 
Capitals. 

PSetare of Arnttr ' 

West Bengal presents, on the sur¬ 
face af least, an appeatance of 
peace and amity between the legis¬ 
lative and orgMisational wings of 
the Congress. When B C Roy die<l 
a year ago his senior'inost Cabinet 
colleague, P C'Sen,- succeeded him 
in an unoontested ele^lroiy. There 
Seemed taeit agreemeiit to maintain 
' thtn tUtttts ^uo, and' no' change 'irere 
niade rn the Cabinet . bamng the 
atbniasion of pus succea^ul, high- 
Kvhtg barrister, SHardcardas Ban^ 
)**, as Finance' IMinister.’ 
k no pfrty man.imd hia’teMed run 
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to Vwfitawl *'7'****', 

', ;l>e "k «m(H'ging tu .P C 
SonT# <»09ar< f^epmy,. «n^ not enly 
in ijte'IniQal »en* to which ht k 
en^lkd bjr hk |iort{oUo. Ap far as 
is knoiwtt, this ts iiot creatil^ any 
inhV'C^hiot prohleiQs because it k 
evident to everyone > that ^ancrjee 
bat ho . locus itvtdi mdependentiy 
and oonstittrte^, therefore, no threat 
to .anyoite elae’s long^terin ainbition. 

One is ten^ted to ask whether 
Ranerjec’s chief, P C Sen himself, 
IS nqjt somewhat .‘in the same‘situa¬ 
tion vis-a-vis Atulya Qiosh; widely 
regarded as Bengal’s King-tnaker. 
Ghosh is not a member of the West 
Ben^ legislature (he takes his Seat 
in me Sabha) but holds the 
legiidature party m tight reins. The 
dderence shown to him in West 
Bengal Congress is total and com¬ 
plete. P C Sen will almost never 


' united 

M .hy AtuI^‘f^atsht ill dw gpdhMr- 
mg of the! edan- at (^mgress Bfag- 
wan .there is ‘no niistidung who 
takes ptrecedenoe oyer whitHn. 1%e 
relationdiip betwe«a the two k a 
brend of sentiiaefttalily and a .hard- 
headed recognition of their dejiend- 
ence eat* odter. 

- Ghosh I New tWarass Chieft 
Lately there are iodicatjons 
ChoSh may'have raised his sights 
beyond West Bengal. Hia name Wls 
often . been mentioned as cuccessor 
to Sanjivaiah — a choice reportedly 
favoured by su(^ close associates of 
Nehru as La! Bahadur Shastri and 
Indira Candlii. There is no .denying 
that Ghosh is influential in Orissa 
and^ to a lesser extent, in Bihax. 
His influential friends in Calcutta 
business circles, whose connections 
with the Congress organisation in 
the neighbouring States are well- 
known, arc a useful lever for him. 
Is this why the more ambitious ol 


{tithjhiidia 'CUigr^ ‘leaders 
be OR gOodiMcma with htat? • 
Overahadowed by /Gbosh,, 

West Gutgrem has 'been 

neared die th-figiiting whicb hasr re- 
.rnmad the organiiktion to, gambles 
id the U P, Bihar, Mysore, Andhcg 
and M P. But even if facddml 
strife is absent, it will be foi^ to 
imagine that Congress in weSt 
Bengal does not need to he revived 
and invigorated. Talent and ideal¬ 
ism are conspicuously missing at 
all lip^ls trf the p^y which haa 
ceaaeei to' attract into its folds any 
hut young men on the make. A now 
l^pe, much in evidence in die 
orgam'satidn, has xaised dodegm* to > 
e fine art. The leaderdiip needs 
them and is, therefore, pc^ared to 
pamper them even to me extent o{ 
interceding with t^ie police when 
they run into trouble (which is 
often). What kind of Kkmaraj plan 
will take care of this situation'? 

, —Observer 


Capital View 


Congress Re-Birth — or Hara-Kiri? 


Rotneah Thapar 


\[^ITH the quiet ease ol a master 
tactician, Jawaharlal Nehru 
delivered himself of a pronounce¬ 
ment last week, on what will came 
to be known as ‘The Great Purge’, 
which could well mark a turning 
point in Indian politics. No body 
■-uspected that this kind of develop¬ 
ment was in the offing. Indeed, the 
Prime Minister’s meandering, low- 
key reply to the no-confidence 
motion in' Parliament, which per¬ 
suaded so many of his supporters 
that he had reached the point of 
letirement, was perhaps deliberate. 
Events in the capita! have taken on 
new dimenrions. No longer is it pos- 
■-ible to be cynical. 

Of course,^ the presence of 
K Kamaraj at the centre of the dis- 
I iissions, his .single-minded pursuit 
of an eirangemeot which would 
'■■ise the paralysis envelmsing Gov- 
I rnment, has been widely com¬ 
mented upon. Appanntly, Kamaraj 
had several, objectives. Fitst, he. 
underlined Hie need to remove' from 
the Centre all dwse who conaider- 
<d themselvek candidates in the 
battle .for the. saccewion*. Only in 
this maimer could .Government «t- 
gain its c^tosaan;. Second, ' to 



strengthen the forces making for 
cohesion, he urged that prominent 
factiona lists should be sent for 
purification into the party organisa¬ 
tion. Third, he would like to searrii 
out talent within the Congress 
Party and its periphery which is 
technically qualified, able to assist 
senior ministers with the kind of 
experAse which the permanent 
bureaucracy seems incapable of pro¬ 
viding. Fourth, he sees the party 
organisation as growing into a res¬ 
ponsible, but friendly. Critic of Gov¬ 
ernment, prepared at times even to 
start controversies with the ofiicial 
sector. And, fifth, the idea of alter¬ 
nating tenures for the leadership in 
the Government and in the party 
organisation is advanced. 

CandifUtes for Succession Removed 

Both Nehru, and Kamaraj have 
declared thab’The Plan’ will be im¬ 
plemented in phases. If our under* 
standing of the phases is correct, 
them we have already witnessed the 
first phase — the projected removal 
of the candidates in the battle for 
(he succession, although Patil, Gopal 
Beddy 4nd Shiimali who failed at 
thebr jobs were obviously included 


so as to kill two birds with one 
stone ! Now the purge,of the fac- 
tionaJists is on the agenda, When 
this has 'been achieved, it will be 
posuble to speculate or whether 
those whom the Prime Minister calls 
‘thinking men' can be associated with 
Congress Coverninents. As for the 
organisational reformation, it is too 
early to talk about it. First things 
first. 

Something of the nature of the 
problem can be guaged from the 
contrary behaviour of the ruling 
elite between the date of the ‘mass 
resignations’ and the Prime Minis¬ 
ter’s finab decision on August 24 — 
a fortnight of extraordinary pulls 
and pressures. The eaj'lier enthu¬ 
siastic ritual of renunciation, which 
tew in the country took seriously, 
was followed by grave apprehen¬ 
sions. Tile men who pretended sup¬ 
port to the Kamaraj Plan in pubi c 
were arguing in private diat it was 
unwbetu^e and that a decision tm 
it should be ‘posqioned indefinitely’. 
Tlipse who were consistent in their 
support insisted that vital positions 
in tTC patty organisation be reserved 
for them. Omers maintained that 
nothing ^ould be done to disturb 
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IwliHttiBe of the wio||» «t 
;fc CKitiB^ meiiuing thereby that die 
;, "MettoOrMaWiya exit be coiwolidat- 
ied, A few entertained thought* of 
lowAbarlat Nehru resigning. By the 
ttoh* the Confess High Comniand 
assembled'in Delhi, it appeared very 
much as if no action was contem¬ 
plated. The meeting was extended 
'from Friday to Saturday. Within 24 
hoars came the dramatic announce¬ 
ment. 

.Ssrong-arm Tactic-* 

No one quite knows what happen¬ 
ed in those 24 hours — and there 
is little point in speculating. The 
fact remains that Kamaraj, whose 
Support 1.1 decisive in the battle tor 
the succession, found it extremely 
difficult to implement even the first 
phase of his plan. How much more 
difficult is it going to be to push 
through the second phase under 
which the hold of the factionalisis 
in the States will he broken Al¬ 
ready, strong arm tactics ate iie- 
ing used to neutralise the objectives 
of the Karnaraj Flan. Chief Minis¬ 
ter Gupta pic.sses for and obtains 
the acceptance of the resignations of 
eight of his niini.steis alUioiigh the 
resignations have no meaning now 
that he is about to leave. Madhya 
Pradesh also sees disruptive stir¬ 
rings In Srinagar. Bakshi Ghulani 
Mohammed is .sought to be preserv¬ 
ed through demonstrations And this 
is only the beginning. 

(Juitr deaily the Nehru-Kaniaraj 
operation on the (Jongress Party is 
not likely to be without its tense 
interludes. Indeed, experienced ob¬ 
servers, who refused to he carried 
away by the mmarkahle enlhu.siasm 
which the implementation of the 
first phase of the puige has pn>- 
dured, maintain that highly danger¬ 
ous complications could arise during 
the operation A vital ministry could 
he left literally abandoned until a 
RUCCes.sor is found; ha.s not Mornrji 
Desai insisted that he he permitted 
tp leave forthwith? A politically 
exhausting con.*lict over who cont¬ 
rols which section of the organisa¬ 
tion could further incapacitate the 
Cdpgress Party’s mass work, to take 
only one example, who will be 
. asked to assume the presidentship of 
the pally — Karparaj or Lai Baha^ 
dur Sha^i? Then again, an un- 
acrupwJoWs man .could weld the pmty 
oir.gani^ticiii into a weapon against 
flSfea #mtwnn»nh should the Gov¬ 


ernment be led by eotneone of whom 
he disapproves; have we not seen 
this happen on a minimure scale at 
State level? 

It can be argued that these ha- 
zaids are inherent in political life, 
but few realise that they became 
doubly dangerous when planted arti- 
hciallv on a party organisation and 
when their exact impact is not 
properly understood. The attempt 
to inteifcre in the normal processes 
of a massive, sprawling party, with¬ 
out first mobilising the necessary 
popular sanctions to destroy those 
who would subvert tlie organisation, 
can lead not to re-birth but to hara- 
kiri. What is suggested here, how¬ 
ever, is not intended in any way 
to confirm the fears of those ele¬ 
ments who see the purge as the 
triumph of communist infiltration, 
a coup by the Congress Left. On 
the < ontrary, it underlines the new 
lesponsibilities which have been 
thrust upon the more'honest, young¬ 
er elements who will have to live 
with these arrangements — and sur- 
\ ive. 

Glirhe* Musi Be Given Up 

In other words, will the Congress 
Party bieak away from those cliches 
which have brought it to its pre¬ 
sent crisis-erigulfed State • that lead¬ 
ership can only be drawn from 'the 
usual sources' provided by die Esta¬ 
blishment; that only men made in 
mould of the passing veterans can 
weild the powers of a Home Min¬ 
ister, a Defence Minister or a Fin¬ 
ance Minister; that cabinets must 
he in the nature of concordats, re¬ 
presentative of every caste, com¬ 
munal and regional group within 
the party; tliat it is a bad princi¬ 
ple foi political leadership at min¬ 
istry level to have a technical flair; 
that tile second and third line of 
leadership can come to the top 
without sustained sponsorship; that 
‘thinking men’ will be attracted to 
a party dominated by pensons whom 
only death can retire; that the dan 
of a party need not be restored by 
ixilicies alone, that personalities are 
more important; and dial old-type 
organisational forms are adequate 
if the personnel is available. 

Many of these rather suspecH 
truth.s will have to fee shattered if 
the so-called Kamaraj Plan is to en¬ 
sure the future viability of the 
Congress Party. The testing time is 
already jhere. Will the Prime Min- 
i^r , his Government in 


f. 
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sueS a way .iltat .it ptady 

out, courageously and £n ^ 
ed manner, the policies of 
Will he accept the in;getit neoee- 
sity for handing over leey pottto^ 
to the younger, oompetent and exr 
penenced men in the party or'dose 
to its periphery? Will he be dde 
to associate technocieta with 
this new leadership? These cpiea- 
tions are cloeely related. Utey can¬ 
not be separated. If the original 
motivation behind the Kainaraj 
Plan is lost sight of in the coming 
weeks, when political wrangles will 
spread like a rash across the amn- 
try. then the prospects of a re-birth 
will fade — and, as suddenly as the 
promise matured. 


Will the States Fall in Line ? 

All over the country. Congress 
politicians must be studying the 
evolving pattern of the purge in 
Delhi. This careful analysis of the 
strengths and weaknesses of the 
Kamaraj Plan at Union level will 
be applied to the realities existing 
in the States. The stronger and 
more resolute the action at the Geii- 
Ire. the greater the chance of dis 
fiplining the party’.s ministerial and 
organisational wings in the States. 
Nehru and Kamaraj are fully aware 
of this, but their colleagues among 
the Klders do not share their enthu¬ 
siasm Will the same pressure of en¬ 
lightened opinion, which made its 
influence felt in Delhi on August 
24. exert itself in the States ’ If it 
does, the task of continuing the 
purge of the Congress Party will 
be easy. If it does not, there is no 
saying what might happen. 

Re-birth or hara-kiri, for the mo¬ 
ment the tormentors of the Prime 
Minister feel isolated — as if their 
loyal audiences have been brain¬ 
washed. To this extent, in terms of 
the real ti on of the people and the 
promise tliey believe it holds, the 
Kamaraj Plan could not have had 
a more auspicious launching. 

This St>cialism : In Connaught 
Circus, New Delhi's main shop¬ 
ping centre, the Municipal Commit¬ 
tee is removing the red sandstone 
paving along the covered archways 
and replacing it with cheap-looking 
rejJ^ah tiles. Apart from the un¬ 
necessary expenditure, the cmatrac- 
toir is reported to be making twice 
as much from the sale of the red 
sandstone as what be is being pakt 
for the new.peving ! 



A Minister Always Rings Twice 


^||AT IniSia di^ today, Bengal 
does tcKnorrow — especially 
when h comes to things that should 
not be done at alL It can hardly 
have been forgotten that some time 
ago a Union Minister, in the pro* 
cess of his non-violent “gunning” 
for ibe colleagues he loves so much 
in public, disclosed the fantastic 
water and electricity bills the Gov-^ 
ernment of India was paying for 
Ministers’ residences (Always be¬ 
ware of these disclosures; they are 
usually made with a purpose, some¬ 
times worse than that of the man 
exposed; and do not praise the re¬ 
porter or the paper too much, for 
they have only been used as instru¬ 
ments in a political game.) The 
Opposition in the West Bengal Le¬ 
gislative Council enjoyed transports 
of joy lately when it was stated that 
the Minister of State for Transport 
had incurred a bill of Rs 6,500 for 
his residential telephone during 
1962-63. There were ringing pro¬ 
tests in the House, while the Minis¬ 
ter concerned, Ashu Ghosh, remain¬ 
ed dumb. Two days later he issued 
a statement to say that the Govern¬ 
ment had not been charged for per¬ 
sonal calls and that he had had to 
make a number of trunk calls, “prio¬ 
rity” ones. To talk to whom? On 
what? These questions remain un¬ 
answered. 

500-Rupee Origin 

Friends who know other State 
Governments have told this writer 
more than once that, for all its im¬ 
perfections, the administration in 
West Bengal is in many ways the 
least corrupt. Perhaps it is; perhaps 
It is not. Comparative corruption is 
not a subject that greatly interests 
this writer. What is becoming pain¬ 
fully clear is that particular States 
or institutions in India can no more 
he insulated against the pervasive 
corrupt air. President Kennedy’s un¬ 
fortunate (?) child could be put 
into an oxygen lent. You can’t do 
that to a State or, for instance, a 
university or a judiciary; if the 
“wiety in its gen^lity is corrtipt. 
they all will, sooner or liter, be 
corrupt. 

It all suited^ one suggests, with 
Mahatma Gandhi’s disastrous idea of 


Congress Ministers accejrting a 
salary of no more than Rs 500. No 
Minister today draws that ridicu¬ 
lous sum, rightly. Less rightly, all 
Ministers have transferred to the 
State charges that are entirely ^r- 
sDual. The telephone bill of Shri 
Ashu Ghosh of West Bengal or thi 
water bill of Shri Lai Bahadur 
Shastri of New Delhi may make 
news auid attract unfavourable com¬ 
ment; the principle of makii^ and 
strictly observing a firm distinction 
between public funds and private 
has just about been forgotten m free 
India, all in the name of “service” 
and “sacrifice”. There are men in 
India today, not too old, who can 
remember officials, British as well 
as Indian — mere officials and not 
branded patriots — who would have 
spent a sleepless night for having 
brought home, absent-mindedly, a 
pencil from the office. It is, some¬ 
how, not possible to imagine Uie 
late Sir N N Sircai or Sir B L 
Mitter, neither of whom went to jail 
but only persucd their careers for 
money, sending their children to 
school in a Government oar. 

New lo Money 

The thing, however, must be set 
in perspective. The probity one has 
referred to obtained only, or main¬ 
ly, at the higher levels of the judi- 
riary and the executive. The mer¬ 
cantile classes behaved very differ¬ 
ently; but then most business houses 
then were proprietorial But even 
after the growth of joint stock com¬ 
panies the bigger tycoons’ perqui¬ 
sites were fabulous. Many are still 
there, in one form or another. 
While this makes the private sec¬ 
tor’s criticism of official and Minis¬ 
terial corruption more than somp- 
what hypocritical, it does not excuse 
the Government for checking pei- 
quisites in the private sector and 
increasing them m the public. The 
Prime Minister may or may not cost 
the country Rs 25,0()0 a day; it is 
still true that the Viceroys and Gov¬ 
ernors of old spent a larger pro¬ 
portion of their salaries than pre¬ 
sent Ministers need to. 

Ministers who live too well on 
public funds have an excuse. It was 


all very well for Sircar or Mittnt 
to be scrupulously honest about ndwrt 
was his and what the Government’s. 
They bad made their pile before 
bacoming Members of the Viceroy’s 
Executive Council. The Ministers of 
today, the majority of them at any 
rate, had never known even com¬ 
fort before, let alone luxury. Add 
to that the possibility that they may 
not be Ministers indefinitely. So 
these men, dressed in brief authori¬ 
ty, have to make the most of their 
term. Hence there must be air- 
conditioners, enormous cars, ever- 
expanding personal staffs. Hence the 
telephone must be used oftener than 
necessary. In addition to the com* 
forts these things render, they are 
also status symbols. 

No Reroril 

The worst effect of such goings- 
on IS on the olfirials. No dislionesf 
master can afford to employ honest 
subordinates; his flank would, then, 
be dangerously exposed. In free 
India it has been a two-way traffic. 
The senior ICS officials had a 
higher standard of living than Min¬ 
isters who, in consequence, being 
human, felt small. The officials 
knew they were serving small men 
but jiowerful men. So they heaped 
various luxuries on the new Mini.s- 
ters, in the name of dignity of office, 
also to ensure that their own wav 
of life would not be threatened. So 
the new Ministers acquired some of 
their secretaries’ way of life,, while 
the Ministers imposed upon their 
secretaries some of their own values 
of which the main feature is flexi¬ 
bility — of rules and standards. 
Firmness was gone. 

Shri A.shu Ghosh’s telephone bill is 
worth discussing for another reason. 
Be it granted that the calls he made 
were not personal but official. On 
that score too he and his colleagues 
are indictable. Although one knows 
all about the tyianny of files and 
the ravages of red tape, one lannot 
help remembering that governmeni 
by record was among the best con¬ 
tributions of British rule in India. 
Going by precedent may be un¬ 
imaginative; but one has seen so 
much of imagination in the last 
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''' ' ytain a little leu «{' it 

, '1^ m adniiitistnttkMi might do this 
> chilntry a wotld al good. Files are 
'Uiualayarhigh even today; it is the 
' coiu^ept of govenonent by record 
I that is now at a discount. The des¬ 
troyer of honesty has been the tele¬ 
phone. 


Frtm the London End 
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On' the telij^phoiu.. a'Minister can ' 
issue instructions he would not dare' men Or ..doner^ to 
to record. On the tcde^One he can wonder ,'business^ ilaen[ n^' 
ask his subordinates to do things he phonU in their laifstoriett; /nr < 
should hot do. On the telephone he one knows, Mlnisten, IMir 
can have liaisons with the murky them there too. Busk 1 {. 

mercantile world. On the telephone , _ ■ •, ' 

the party boss can tell the Chief “r* rHOMit/|ffP|»et 


T U C on Planning 


THE T U C report on “Eeonomif 
Development and Planning”, 
issued last week as a supplement to 
the Council’s Annual Report to he 
considered at the 95tli Annual Con¬ 
gress of the Trade Union Council 
at Brighton next monlli, has been 
warmly welcomed by the conserva¬ 
tive press. The document has bee’i 
taken as evidence that the wind of 
change has been blowing through 
Congress House. The report says; 
' “Provided an environment of 
etionomic expansion can be cre¬ 
ated, Trade Unions should be 
prepared to abandon those practi¬ 
ces that had their origin in eco¬ 
nomic stagnation. If Trade 
Unions claim on behalf of their 
members higher living standards, 
new functions and more extensive 
authority within the community, 
they will not be able to avoid 
making the changes in their own 
attitudes and methods that th- 
changing situation rec|uires of 
them”. 


No Specific Proposal 
The importance of the new docu¬ 
ment lies m its general tone rather 
than in any specific or controversial 
proposal that it makes. There is a 
clear recognition that wages cannot 
be excluded from the scope of plan¬ 
ning and indeed that any successful 
national plan will require a radical 
change in Union thinking over a 
wide range. The document gives 
the impression that the Trade 
Unions are prepared to consider the 
need for tdiange, whether it is an 
inconr^ policy or facing up to the 
pifoblenis of automation. 

The document quite obviously 
' bears the imprint of George Wood- 
ebok’s thoughts.' The three main 
<probleinB before the T U C arc 
jmsed as follows: 

(a)' The etrticturaJ problem the 
llofens ,mu8t face as industry and 
liti wovltess are affected by increas¬ 
ing atH^Mtion and as protective 



barriers are token down to help the 
exports of the devclt^ing nations. 

(b) The objectives for which the 
Unions will strive “within the con¬ 
text of more general agreement on 
national, economic and social pri¬ 
orities”. 

(c) The question of industrial 
democracy and the Unions' respon¬ 
sibilities, not only to their members 
and the other Unions, but to the 
(ommunity as a whole. 

The document contains a restate¬ 
ment of the T U C’s basic economic 
policy and a discussion of the 
T U C’s contribution to the plan¬ 
ning of the economy reflecting a new 
sense of involvement in the commu¬ 
nity of which they are so important 
a part. 

Neddy and Government 
hi view of the popularity that 
planning now enjoys even in the 
most respectable economic circles, 
not much that the T U C’s report 
has to say on the subject is revolu¬ 
tionary. What is of particular in¬ 
terest, however, is its attitude to the 
National Economic Development 
Council. It deliberately opposes 
any ideas that the Labour Party 
might have about making N E D C 
a new Government Department. 
After discussing some of the tech¬ 
nical aspects of planning, the report 
goes on to state the T U C’s views 
about the relationship between the 
Government and N E D C. It says: 

“Broadly there is a choice bet¬ 
ween two methods of formulating 
a national economic plan. On 
the one hand, the plan might be 
drawn up in outline by a Cov- 
enunent Department, approveii 
in broad outline by the Govern¬ 
ment, submitted to an Advisory 
Council of representatives of both 
sides of industry for their obser¬ 
vation, modified in the light pf 
the CoundTs advice, submitted to 
Parliament for approval and 


then launched as’-a Goverhinem 
plan- The main advantage of 
this method would be that it re¬ 
cognises clearly die ultimate res- 
poiisibiiity of the Government to 
enforce national objectives. ' 

“On the other hand, the plan 
can be drawn up in outline, by 
an independent staff, such as the 
N E D G office, submitted to a 
body such as N E D C which in¬ 
cludes representatives of the 
Government and of both sides of 
industry, amended and approved 
after such further consultation as 
may appear desirable, and there¬ 
after submitted to Parliament for 
approval. The advantage of this 
method is that it recognises that 
planning to be effective must be 
largely based on consent. The 
more the representatives of in¬ 
dustry at all levels are involved 
in creating a plan, the more com¬ 
mitted they will be to imple¬ 
menting It. While the establish¬ 
ment outside the traditional gov¬ 
ernmental machinery of a body 
whose purpose is to secure speci¬ 
fic agreements as distinct from 
exchanging general views on a 
broad range of issues of econo¬ 
mic policy, represents some shift 
in the centre of responsibility, it 
is a shift which is entirely in 
keeping with British democratic 
practice of encouraging voluntary 
groups to participate actively in 
the formulation of decisions 
which affect their interests. 
There is, therefore, no reasrni to 
regard the existence of • a body 
like NED as introducing nutiel or 
disturbing consdtutional oonside- 
ratfons”. 

mmnfng by C ptti—t . 

Cohgresa House has thus ofered 
its own philosophy on platting 
which it bkieves shodld bs lirgsly 
based on conaent; n epre steitittives 
of industry at all levds sbduld, be 
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'E?®’^ ’ Jlie Iwwtc' economic {^'loeopliy 
the f U C «» rtfleoted .in/aie 
n/^*^. *** dotHiBten^ itmexpectedly toloraiit 

non t|^ N £;& C wH best ^ prmto enterprise. • The T U C 

f Iwdy, providing Icaifew^fer no'ptOspecte, of natio-- 

a (<WWt |n jwfuch agFcetoent cate mHsafion . of the. ‘'catemandkig 

of- M^uMty^ The neatest 
and ^ aides 6f, industry". ' W':;dtfferir,g from d» 

The' General Council rejects *ii outlocdt of. many employers is their 
critics^ ti^t the T - B C .should hot suggestion that firms, who refuse ao 
have amociuted itself with h-body ur^e^take essential exj^/non might 
estahlh^d ty'. the. Conservative, be.takeit into public ownership. Tjlie' 
GoverrttlMnt. Oif ■contrary, they report accepts the Idchlibood of a 
will '^ctmfimie iheilr efforts to try to Contiguous increase in ,8i?e of pri- 
make N E D- C an-’effective inetru- vate-Industrial Units, ft atiesaes the 


ment uf |)lknnihg’’' By implication 
the re^oaj is a warning to’iany at¬ 
tempt by a Ijtbour Government to 
I educe the status' of N E D C. Tlie 
TUC.'did not join tho NEDC 
to “exchange economic banalities” 
or to transmit ffie Government’s, eco¬ 
nomic views to the workers. Quite 
obviously the TU C.leaders are jen* 
ihusiastic about NED-type planning, 
in cory unction with big employers 
and Covernroeni, Ministers. They', are 
trying to justify this attitude on the 
ground that it will help to give 
Trade Unionists “more influence 
nver national, economic and social 
policies’’.’ Many Trade ‘ Unionists, 
however, fear that this new attitude 
to planning may > well mean that 
some aspects Of policy now decided 
by the rank and file through Union 
(’onferences, will in future be de- 
uded at the top as a contribution 
to “national planning". 

Incomes Policy 

The section on prices and ip- , 
comes in the, report i* pofable, less 
for saying anything new than for 
the way it puia together all ahe ' 
things that Coi^gress House has 
ever been , permitted to say on this 
tiicky and sensitive subject. ' It 
.iccepts the view that it is necessary 
lo ensure that money incomes as a 


need for change and .expansion, iot 
“the alternaffve to expansibn is a 
compaxalive and, in time; an abso¬ 
lute reduction of our Uving stand¬ 
ards’’.. , ’ 

Minre Pay' .More Leloure ?' 

V 

AittOmation, shifts from Jew pro¬ 
ductivity to high productivity in- 
dpstnes and import of more of the 
simpler • manufactured goods froni 
developing 'oottetries are bound IQ 
affect the .number and distribution 
of jobs.. The T U C’s study’says: 

“The .prospects are that there 
will be a reduction of. employ¬ 
ment in the manufacturing and 
extractive. • industries. It would 
be unwise, to assume that this, will 
^e cotnpenaate(i by an increase 
in employment in the service «i- 
dvstries. The use <of computers is 
already making inroads into 
many” forms of ofiicc employment, 
and on present, trends there is 
every reason tO expect displace¬ 
ment of workers from- transport, 
''communication and many other 
services incltiding retail distri¬ 
bution’’. 

The document also deals with the 
problems of increased leisure which 
will confront British workers .ts 
automation' gets into its stride. In 


whole rise, Ebbs rapidly than in the .neafly all’ industrial 'countries the 
and accepts the need forappli- average number of'.working hours 
' y f»r. prices and money 'incomes. '. hai b«n .reduced steadily in the 
fluring a, “take-off tp faster gtowth" . Iifsi. ten years, except in Ag U, K 
't 18 nepessaty to limit increases trr '» Where ^has remained fiffrly oon.s- 
I’ersotml iiioalitie So as to alUw more itant. Hririoh ■workers thi^s.have a 
iiisourcCs for <idvestments apd.px- . longer^eek than workers- anywdiere 
ports. Hoover, a policy for prices ‘ else: woricem, still I'prirfer to 

■lud incomes tsMl^ only suepe^ if' ■ work Idng hbors.'of overtime apd, 
iliose opnC^ri>hd ’*are .convinced thM' laiger pay pa^ets to indreased.'lei- 
f is ^ .nbccwfcy -part of a widw sure which a shortm-wedtpifenithim. 


Tli^ BrialtW Ccim«rQ|tCie 
'owtainiy, .pibridi6''aa ibietestj^ dpt- 
itteBsmn on Utys! document, lifr \ypad> 
''oiWi^s''cd»Kmi' 

co-tfteration with If £ D C ai^ aelb 
discipline jin restraining wgfea is 
not accepted by the opposition in the 
T U C which tightly points mtt. that 
it is not, possible for N E D C Jto for¬ 
mulate a genuine incomes, policy 
without §tate control of waghs and 
-salaries, discriminatory t^thm and 
other devices to control profits and 
dividends which no foreseeable Gov; 
ofenment will adopt. The call |or ah 
incomes policy bak about it a hmk of 
realism in a society where there'arc 
still very considerable improvemems 
ritetkd in the’ conditions of Workers,' 
such as the .40-hour working week 
and' better social insurance benefits; 
As the Association of Scientific Wor- ■ 
kers has pointed'out: “AM past ex¬ 
perience of such .pelicies indicates 
that no real limitation is put tei pro¬ 
fits' while strict limitetfons are im¬ 
posed on salaries and wages, parti¬ 
cularly in the public sector”. 


IDA Loans to Pakistan 

•pHE International; Development 
Association has extended two 
credits totalling $30 million to Pak- 
isfan to assist in financing water 
supply and sewerage projects jn the 
cities of Dahca and Cbittagbng in 
East Pakistan. A credit of $26 
million is for the Dacca .project and 
one of $24 million for that in 
Chittagong. 'The services to be pro¬ 
vided as a result of these projects 
will ■ greatly improve living condi¬ 
tions in tire, two cities. The avail¬ 
ability of sewerage faciliries and an 
adequate supply of pure water 
should improve health, increase 
individual ' productivity and earn¬ 
ings, and help to crpate conditions 
favourable to further commercial 
8014” industrial growth 

The .projects being assisted by 
the IDA credits,wiH provide ade¬ 
quate and safe water supply and 
sewerage servicess in Dacca and 
(Sririagong. For each taty, the pro¬ 
ject include ffie deV^oppient of a 
new water source , from a nearbv 
river, the construction of intake 
workaC* e water treatment plant and 
a -pumping station which will deli¬ 
ver water through a new transnris- 

sioij main. 
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H'inter of Discdntent 


N?,, liiploinat or |oiiinalist limy 
bttck In the iwcjnon days of 
the Pulles Accendenciy and the 
birth of NATO would ever have 
predicted that in the last days of 
Konrad Adenauer, the entire tveht* 
em Alliance would have been in a 
state of desperate disarray. ErneW 
Bevin, so Baldly British and so 
confoundingly suspicious, might 
perhaps have had hiafiit|||(>ubts. 
Acheson the cynic, the American 
para par excellence might have had 
his fears too. Biiit the records of 
those times give us no hint that in 
the year of atomic grace, one 
thou.sand nine hundred and sixty 
three, the United States should be 
in a position to beg he friends to 
keep the home fires burning. 

The fires are all but dying out. 
The pail of water which de Gaulle 
consciously poured on the British 
hopes of entering the Common 
Market was only the beginning. 
Washington knew that de Gaulle 
was bust at the pump and thht it 
was a matter of time before he 
would wipe his hands m glee at the 
last of tne dying embers But 
Washington certainly would never 
have imagined that Bonn, for its 
own reasons, would have given de 
Gaulle an assist. And yet, this is 
exactly what is happening today. 

Displeasure with Washington 

There are three reasons for 
Bonn’s displeasure with Washington, 
e\en though the catalogue of an¬ 
noyances is probably larger and 
written in small print. The main 
leasons concern three points : chi¬ 
cken, nuclear tests and Berlin. That 
one can talk of chicken and nub- 
lear tests in the same breath merely 
goes to show how touchy the Ger¬ 
mans are in their relations with the 
United States. In another time 
and another era, the Germans 
would probably not have cared less. 
All Americans remember the time 
"hen Germans came to them on 
all fours oihly begging to be for¬ 
given their crimes and hoping that 
lielp would not be withhrfd'.’ The 
issue of East Germany was impor¬ 
tant, but not that important to 
foul up the more important issue 
of rebuilding what was the western 


sone occupation, Amdrfftns 
were the new Cods, theirs was;l|te 
last wisdom. It was only neoes- 
sary for the most casual of remarks 
to be made by the meanest i of the 
conquerors for it to be listened to 
with respect and attention. 

Those days are past. West Ger¬ 
many is flush with proeperity; its 
contributions to NATO have been 
substantial. And it is now asking, 
with hardly a flicker of the eyt 
for payments for services rendered. 

To have expected Germany to re-’^ 
main a loyal and subservient ally 
for all time surely was a most f(*ol- 
ish thing to do. Loyal Germany 
still is; subservient it has long 
ceased to be. But the process erf 
getting out of it has been both 
painful and prolonged. The agony, 
it would seem, is not yet over. And 
the strains are telling. 

Bonn has long been suspecting • — 
not without reason — that the 
United States was engaged in arriv¬ 
ing at some kind of rapprochement 
with the Soviet Union. There was 
nothing that Bonn could do about 
It. All the world wanted a rap- 
prcchement of some kind between 
the two major powers, if only to 
save the world from an atomic 
catastrophe. But such a rappro¬ 
chement, Bonn felt, might work 
against it. What if it involved re¬ 
cognition by the Allies of the East 
Germian Government? What if' it 
meant that West Germany would 
be left high and dry, a pow'irful 
nation with no place to exercise 
that power? 

Left Without a Role 

Bonn could not see itself in such 
a state. As long as Washington was 
at loggerheads with Moscow, Bonn 
had a role to play a defender of the 
democratic faith, as swordarm of the 
righteous. Bonn could demand its 
price and put Washington in its 
debt. True, the West Germans could 
say, they were ont* iVilling or un¬ 
willing accomplices of Hitler, but 
look what they are doing now' 
Weren’t they in the front line of de¬ 
fence, the first to get killed if the 
communist menace should beconv*. a 


reality? Weren’t Uiey the heroes 
whom die Americans were taking 
unfair advantage of? Why should 
they not be treated with respect, if 
not with awe? 

Hiere was just one catch in i*. 
Prevented from arming tbsseives 
to the teeth on their own, tlwy had 
to contend with the possibill^ that 
an irked United States mi^ walk 
from the land, leaving West Ger¬ 
many undefended and a prey to die 
first invader. To meet this pocwibi- 
Jhy, Adenauer whose disillusiAnruent 
with Washington had started after 
the death of Dulles, had thoughtfully 
entered into «n agreement with de 
Gaulle, much to the annoyance of 
Kennedy. That, Adenauer must have 
thought, was a good double insur¬ 
ance. 

^ A Fmitrated AU 7 

But that did not prevent the 
United States from going ahead 
with Its wooing of the Soviet 
Union. Bonn fretted and fumed. It 
wanted to know what was going on 
behind its hack With a restive ally 
to reckon with, Washington tried 

e latives. The Kennedy visit in 
e was one. The daily visits to 
the German Foreign Office by U S 
Ambassador George C McGhee dur¬ 
ing the course of the Moscow talks 
to brief Dr Schroeder was anotlier. 
TTie Germans were kept informed 
of the developments; but they were 
neither consulted about the draft 
agreement, nor even informed of it 
It was from the newspapers that the 
West German Government was to 
learn that East Germany would 
qualify to sign the nuclear test 
agreement as a full signatory, like 
any other sovereign nation 
I' A . 

¥ffcvet was Bonn more deeoly 
hurt than with this example of what 
it considered needless insult. The 
first reaction was to ask for clari¬ 
fication. Was West Germany being 
soil' down the river? Had the prm- 
cifSe of German re-unification been 
giv4n up? Was the United States 
reneging on its promises? Even if 
the more sensible Foreign Minister 
Dr Schroeder was willing to 
sign die treaty like everybody else. 
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r ww otiiero unwillmg tip lei 
io $0 -and among them Were 
two former members of the Ade - 
jnauer cabinet, Dr von Brentat^ and 
, Herr Franz Josef Strauss, both men 
.of prestige and political powci. 
These two men, with their followers, 
now saw a chance to demand their 
poonct of flesh from the Govern¬ 
ment for their support. To cry 
“western betrayal” was easy. Von 
, Brentano had been forced to quit 
dte cabinet under pressure from the 
■ Free' Democrats and even if he could 
say that he quit voluntailly, there 
is no doubt that he wants power. As 
for Franz Josef Strauss, he was 
certainly thrown out of the cabinet 
by popu'ar demand. Herr Strauss is 
an ambitious man; he has the Bava¬ 
rian party nealty sewed up. For 
long he had been the champion of 
a trans-Atlantie alliance that includ¬ 
ed the United States, Canada, Bri¬ 
tain and the west European nations 
and went beyond NATO. He could 
cry, with even more bitterness, that 
he had been betrayed by the Araeri- . 
cans. Here was an easy way to re¬ 
establish himself with the people as 
the true champion of their interests. 

A Favour to the U .S 

And so the cry was taken up. 
Whether Adenauer supported them 
or not is not quite clear. It is being 
said in Bonn that he was not en¬ 
tirely taken with Kennedy's wooing 
of him. Perhaps he wanted to show 
the Americans that he still had 
bite in him. Perhaps he was just 
cajoled along by von Brentano who 
has a g’^eat say in tlie Chri.stian 
Democratic Party. The fact remains' 
that the West Gormans hummed and 
hawed. It became a question of 
prestige. Dean Rusk who was sche¬ 
duled to fly straight from Moscow 
to Washington was forced to make 
a halt at Bonn to strengthen the 
hands of Schroeder and Erhard. Tt 
had become necessary to save Ade¬ 
nauer’s face. And so Rusk made 
a brief stay in Bonn, once again 
made it clear that the singing of 
the Moscow treaty did not mean 
betraval of German reunification 
and tlien flew home. 

There is some doubt - whether 
Bonn finally decided to sign the 
- treaty in all sineerity or as a mat¬ 
ter of expediency. Bonn could hot 
i(avB bnen comfoftable — with Ger¬ 
many^ N«*i vjJOst zliH casting its 


' ' ' * ' f ‘ Vi I ‘ ^ * 

lopg sl^dowi^,ft!-* fo be in'the. 
Cdmp»w ^ A )mha FnbeX!, a sulk¬ 
ing Albjuiiji and a ^reputable 
China, Bjit <x>uld’ilways Itave 
claimed that Wi^ alf the restrictions 
imposed on it by the W“ E U nothing 
more need be expected of it. Never- • 
fheless it baa how joined the majo¬ 
rity that signed the Moscow Treaty- 
But it has also suco^ed in giving 
Washington the impression ^at it 
is doing so as a siKciai favour., ■ 
‘ \ 

Berlin : Wfio Cares? 

Linked with' this is the iBiestion' 
of Berlin, a question that will stay 
with Washington till it is solved 
some day — gnd that day seems 
far, far away. How serious ia Bopn 
about Berlin?'For that mattet hpw 
serious is Bonn about German re¬ 
unification.? Itiese questions have 
been asked in , endless, variations. 

One belief is that Germans want 
German reunification ■ like most 
people want to go to heaven; desir¬ 
ably, but in its own time. — and 
not too soon. Berlin is the great 
instrument erf holding the West to 
ransom. !{ is problematical whether 
even the West cares mucl) about 
Berlin, if some kind of understand¬ 
ing with the, East can he hamniered 
out The British, especially the 
Laliour Party, could not care 'ie<is 
for Berlin. The Americilns are 
ostensibly committed to it, and only 
as recently as June of this year, 
Pre9i(le,nt Kennedy said that he 
would be pleased to call hirpself a 
Berliner. But mtany believe that 
It is sheer politlclcuig and that if 
Kennedy rould find some way of 
■wriggling out erf his ' Beflin com¬ 
mitments, he would do so gladiy. 
•Rut he cannot and Berlin hangs 
round his neck, like the Old Man 
of the Sea 

The American chicken, of course, 
is , only a side excuse. Germans can 
erect the most up-to-date steel mills 
and the most' sophisticated chemical 
plants, but they have not yOt found 
a Vay to raise 'chicken cheaply, 
simply because there is not enough 
cheap labour in Germany and pro¬ 
ducing cbicken on a mass scale is 
an agricultura], not industrial job. 
•It would not hurt ■the Germanst to 
lef the Amerkam have the chicken 
monopoly, arid besides, the Ger¬ 
mans crime upon chicken ■ quite re¬ 
cently. ChicM was never on t^e 
German 'menu exMpt as a luxury 





'k 

ed iiBfp uchiefc^; OB _ 

The tofiU Aiwn^cim wib' .to 
Ger^hy'is lindat^oditf to ^ irpohd 

♦ million «'veh th<ni^ '.thtr^ Ger¬ 
mans Ibin^ it. iri morh tbati $ |9 
million. '*Wegt GeriwHiy ffjlii'cgs 
millkfns i5f dollars' wojitb of girders 
for-Amriricari . military ^ ri^|piii 0 nt 
and-could easily wirik at a'^ltry 
S 19 million. Then yvhy- i» there 
sudi a fuss mgde gl^otlt the <%icken 
trade? 

• ' I I 

Frejneb Rand id Cfiliiken War i 
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Dne answer is .that Germans are 
under , pressure. from the 'Fjeitch 
who want the chicken trade for 
themselves. There is little Jove lost 
tfiese days between the FrfenCh apd 
tbe Americans gnd France is mak¬ 
ing every effort to restrict the sale 
of American, goods on. the conti¬ 
nent. France can afford to do w 
because it is a cftuntry pre-emftienllv 
self-suCRcient iq food. And Franco, 
in her own way, has been trying to 
get German support in her battles 
against America. The troubJa with 
Germany is that jt has a guilty ton- 
sciencp with jts immediate past be¬ 
haviour in France and Wants to win 
French affection and gratitude. At 
least the older generation of Ger¬ 
many that IS in power wants French 
sympathy Whether the next gene¬ 
ration would care is another matter 
But for Adenauer, it was a que.stion 
of expiation of past sinsi Arid en¬ 
tirely apart from the fact that Ade¬ 
nauer is a consummate . politidan, 
he has been wanting to please de 
Gaulle and play off America. Hence 
Bonn’s differences with America on 
the chicken question., R has upset 
Washington, rOused the tre of sou 
there Senators and hardened intru- 
allied relations. 

When’ will gll this end? The 
GATT meeting in Geneva next veai 
may see the, resolution of some 'rf 
these agricultural problems But 
not before the situation tgota pro¬ 
gressively Worse. Today, for .all then 
surface amity, t^e' weriern allies are 
af l^gerherids 'with each trtfeer. This 
is the winter ’of their ^scontent 
The snows are, piling upi thick-and 
fast. ; And the end- is nowb^ in 





fiatiaii Simar 


' '■' Thi 'ffepol Covwamenfs ^reaction to Chinese, aggressioh agaiiut India cdme as a surprise io India, 
btit only becdijiseJt^ 'biudc faetors respbiMble fo.r it were inadequately understood in this country. 

dA appreciation, oj these factors is essential to a reappraisd of India's, attitude to ' Nepal in the chaiU 
ged, tdrcunuianees of the o^n. conflict wifh China. Such a reappmdsal is already under way but U still has 
a Hong way to go. ~ . 

' PrindptUly, Indian "^oHcy totdardt Nepal must be based on Kalpolitik free from obiession unth "‘spe- " 
cial cultural reteUionships” ard “historical ties”. India must, of course, continue to give Nepal the hmefit 
of her geographical contiguky and larger size arid resources. At the sane tiine, she should treat Nepal Os 
an independent country and, ryot take for granted her friendship and support. 


JNDIA'S 'border conflict with China 
provoked different reactions 
from different Countries of Asia 
depending on their geographic po- 
sKion, economic needs, political sys¬ 
tems, ideological inclinations, and 
relations with India and China. 
While the reactions of other count¬ 
ries are no donbt important, Ne¬ 
pal's reaction to the Sino-Indian 
conflict calls for special attention 
and explanation in view of her uni¬ 
que strategic significance for India 
vis-a-vis China. This article is an 
attempt to study the peculiar or 
unexpected reaction of Nepal and 
Its causes. 

Scrupulous Neutralily 

In the case of Nepal, what is 
available to tis in any definite form 
IS the official reaction only, for the 
major instruments of expression of 
unofficial opinion — the political 
jiarties, their publicity organs 
(newspapers, etc) •— are banned. 
Those newspapers whose publica¬ 
tion is permitted cannot easily af¬ 
ford to differ from the official opi¬ 
nion. However, in a very scattered 
and unrepresentative way, the un¬ 
official reaction is available in the 
form of opinions of such public 
men as were outside the jail, (eg 
K I Singh, Surya Prasad Upadhy- 
aya, Tanka Prasad Achtaryh), and 
of some newspapers. Biit the pub¬ 
lic men' as well as the newspapers 
' ^pressed their views in accordaJKre 
'Mth their established and familiar 
pio-India or pro-China positions. 
Therefore, it isi difficult to attach 
much importance to their viewf^ in 
■inv general a?pessment. of NqpglV 
"I'action to ihe Sino-Ipdian conflict, 

I fence; this - article will be devoted 
mainly to a < etqdy Of the oIB^I 

I cactioni 


OiEcially, Nepal can be raid to 
have neither supported nor opposed 
India’s case in her dispute with 
China. The long initial silence of 
official circles on the issue was indi¬ 
cative of their reluctance to com¬ 
mit themselves. At last a statement 
was made by King Mahendra in an 
interview to Nepal’s National News 
Agency. It said : “Mr Nehru’s hair 
has grown grey in striving for 
peace . . . and 1 know the Chinese 
Premier has faith in the Pancha- 
sheela . < . . Nepal will not lag 
behind if it is essential to take any 
step in the interest of world peace 
or our own”. This statement can be 
said to be quite representative of 
Nepal’s official reaction. But this is 
a neutralistic statement, consistent 
with Nepal’s declared policy (of 
neutrality) towards her two neigh¬ 
bours. 

China’s Entry into Nepal 

Rut such a statement may at best 
satisfy an academician. Indians in 
general, concerned with realpoli- 
tik, expected something much 

more than this. In the background 
of India’s traditionally very inti¬ 
mate and ancient relations with 
Nepal (on the basis of geographi¬ 
cal proximity, dependent economy, 
political and social links, and the 
much proclaimed cultural unity, 

etc, and on account of the fact that 
China’s relations with Nepal are 
only recent, India could rightfully 
expect a very enthusiastic support 
for her case. But this did not hap¬ 
pen. Some of the causes for this 

are analysed below. 

Nepal’s geographical position is 
an importtmt factor to be taken 
into account while considering 

1ifepal’6 attitude to ^o-Iodian re¬ 


lations. After the frontiers of 
China have cojne to adjoin the 
northern frontiers of Nepal, it has 
become very difficult for Nepal to 
ignore the existence of China ns 
another immediate and powerful 
neighbour. Therefore, no govern¬ 
ment in Nepal could have suppor* 
ted India’s case unreservedly 
enough to completely satisfy Indian 
public opinion. 

Another factor to be considered 
vdiUe analysing Nepal’s policy to¬ 
wards India is the active entry of 
China in the political and Econo¬ 
mic life of Nepal. India no longer ■ 
has an unrivalled position in Nepal 
as a neighbour which influences' 
iier daily life. After the establish-" 
ment of diplomatic relations with 
Nepal in 1955, (^ina so rapidly 
cultivated these relations by pro¬ 
fuse offers of economic aid, conclu¬ 
sion of. treaties and exchange of 
delegations that she largely succed- 
ed in neutralizing the traditionally 
exclusive Indian influence there, 

India’s Attitude to King Mahendra 

The total amount of economic 
aid given by China after 1950 may 
be much less than that given by 
India. Similarly, there may still be 
much more that the Nepialese way 
of life has in common with India 
than with China. Yet, as a re^ 
suit of a number of national and 
international factors, a stage has 
come in the political development 
of' Nepal where the Nepalese, by 
and large, have started equating 
India with China. Therefore, any 
Government in Nepal would have 
found it difficult to completely ig¬ 
nore the Chinese pressure within 
Nepal in expressing an opinion on 
Sino-Indian dispute. 


f 
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The most important reason for 
Nepal’s oSdai reaction hdng 
what it has been is, however, dte 
type of Covemment in Nepal, the 
origins of this Government, and 
India’s policy towards it. Nepal, 
from December 15, 1960 to April 
14, 1963, was under the direct rule 
of Kina Mahendra. Since April 14, 
196.3, tM,re has prevailed a Pancha- 
yat Democracy wherein also the 
King’s influenc:e is paramount. This 
direct rule of the King was esta- 
hlished by overthrowing on Decem¬ 
ber 15, 1960, a Government (head¬ 
ed by B P Koiiala) elected freely 
on the basis of uiuvmal adult 
frninhisc India, being ideological¬ 
ly and emotionally attached to the 
rlerted Government, and having 
played a vital role m its being 
formed, was shocked at its sudden 
and unexpected dismissal. She reac¬ 
ted very strongly against King 
Mahendra’s action. Shortly after¬ 
wards, a rebel movement against 
the Royal regime started in Nepal. 
The movement was led by the Ne¬ 
pali Congress, with the eo-operation 
of some other parties. The Nepa¬ 
lese Government alleged that the 
movement had its base in India 
and was, offieially or unofl’icially, 
encouraged by India In spite of re¬ 
peated denials by the Government 
of India, the Nepalese allegation 
remained 

If Nepal was Huled by an 
Klerted Governmenl . . 

India’s non-aeceptanie of the 
Royal regime and the continuance 
of the rebel movement were the 
running sores m relations between 
the two countries when the Chinese 
aggression against India took place. 
Meanwhile, during the two-year 
tieriod when Iiido-Nepalese rela¬ 
tions were at a low ebb, there was 
a distinct improvement in China's 
relations with Nepal To some ex¬ 
tent, this improvement was a re¬ 
action to the deterioration, on the 
one hand, of Indo-Nepalese rela¬ 
tions, and on the other, of Sino- 
Indian relations. Such being the 
relationship between India, Nepial 
and China at the time of the Chi¬ 
nese aggression, Nepal could not 
give as enthusiastic support to 
India as the latter expected. 

An important question arising 
from the foregoing discussion is : 
■What would have been Nepal’s atti¬ 
tude if she was ruled hy an elect¬ 
ed Government ? In view of the 
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ponsideratipna stated earlier, ie, 
Nepal’s geographical position and 
China’s growing influence in Nepal, 
the answer that can be conjectured 
is that, short declaring China 
an aggressor, Nepal would have 
done much to support India’s case. 
This support would have been mani¬ 
fested m free discussions in the 
Parliament and the Press. Major 
sections of public i^inion would 
have been represented in the Parlia- ' 
ment. From the discussions held 
in the Nepalese Parliament in 1959- 
60 on Chinese incursions into Indian 
and Nepalese territory, it could, be 
expected that the discussioas on 
Chinese aggression would have 
been strongly critical of China, al¬ 
though the Government might have 
re/iained from passing a formal 
re.solution condemning China as an 
aggressor. Again, the discussion 
in the newspapers would have been 
uninhibited and free from the fear 
of the official opinion. 

What India Can Do 

Is there any scope for revision of 
India’s policy towards Nepal ? In 
the case of some Asian countries, 
it is pointed out that they did not 
give uriqualifii'd support to India 
because they are not satisfied with 
India's economic policies towards 
them and they are getting a better 
deal from China. As regards Ne¬ 
pal, we can hardly ifind jmuch 
fault with India’s economic policy 
towards her. No doubt there have 
been complaints by the Nepalese 
against the behaviour of Indian 
customs officials and against Indian 
traders on the Indo-Nepal border 
that they were trying to block the 
flow of goods into Nepal and hind¬ 
er the growth of Nepal’s inter¬ 
national trade But these allega¬ 
tions, to the extent they are true, 
have only been minor irritants and 
have made no niaior contribution to 
the formation of Nepalese attitudes 
to India The recently concluded 
trade and transit agreements bet¬ 
ween Nepal and Pakistan might 
appear to be an evidence of Nepal’s 
dissatisfaction, with India’s trade 
policies towards her. But a careful 
study of Nepal’s growing inter¬ 
national relations would reveal 
tiult these treaties were a piart of 
Nepal’s general drive to lessen her 
exclusive dependence on India. In 
any case, the Government of India 


Nepal haa tried.' to riwitoie all such 
irritants by providinf adequate 
transit facilities to Nepal- 

In' pditical relations, India's 
policy has been recently modified 
and the King has been reassured of 
India’s friendship and support for 
the Panchayat Constitution. The 
presence in India of the King and 
Queen of Nepal this week hears 
testimony to this improvement in 
relations between the two countries. 

Indian Policy t Scope for Changes 

There is, however, scope for fur¬ 
ther changes in Indian policy. The 
Indian press and people should 
treat Nepal as an independent 
country, with due consideration for 
the susceptibilities of the Nepalese 
The Government should at the same 
time keep its strategic interests in 
the foiefront in its relations with 
Nepal In other words, Indian 
policy must he based on realpolitik, 
free from the obsession with “spe¬ 
cial cultural relationship” or “his¬ 
torical ties”. India would, of 
course, continue to give to Nepal 
the benefit of her geographical cori- 
tinguity, larger size and resources, 
and greater economic development 
At the same time, it is also neces¬ 
sary that India should not take for 
granted the friendship of Nepal. 

Air-Indla’s Boeing Utilisation 

^IR-INDIA’S average utilisation of 
its fleet of Rolls-Royce Conwav- 
powered Boeing 707 inter-continent¬ 
al jets, since the delivery of the 
first aircraft in February 1960, is 
the highest among Conway-Boeing 
operators The figure (8.86 hrs.) is 
the highest among 26 international 
airlines which operate Boeing jet 
airlines. 

Since the start of the sunimei 
schedule this year, Air-India has 
consistently achieved over 10 his 
utilisation per aircraft per day. Foi 
July 1963, the figure was 108 hrs 
which is one of the highest for the 
industry. 

Considering Air-India’s far-flung 
xputc system and the fact that the 
Aircraft are away from the base for 
long periods, the high rate of utili¬ 
sation reflects eflicient operation and 
the high standard of maintenance 
of its planes. 




Economic Growth with Uniiimted Supplies 


of Technicaj Knowledge 

Oersid Sirfcin 


Some recent growth models, while offering irisight into growth problems of advanced economies, 
require modification in their application to newly-developing economies. 

The distinction, kelps to explain why a high saving rado can contribute to high growth rates in the 
early stages of development, whi^e lower rates ,df growth are to be expected and a lower saving ratio becomes 
appropriate when an economy joins the advanced group. 


YHE differences between etioiiomic 
analysis applicable to ecoribtnies 
in the early st2iges of development 
and economies in an advanced state 
IS something for which most econo¬ 
mists nowadays are on the ' alert. 
Sometimes the differences are ex¬ 
aggerated and occasionally a signi¬ 
ficant difference is neglected. A 
possible case of neglect is suggested 
by some recent comments by Martin 
Bronfenbrenner.’ 

Professor Bronfenbrenner, recom¬ 
mending an increase in the rate of 
saving in the Indian economy, men¬ 
tions the growth models of T W 
Swan and Robert M Solow,^' in 
which an increase in the saving ratio 
will increase the rate of growth of 
output only during a transitional 
phase, by the end of which the rate 
of growth has returned to its initial 
level, What the Swan arialysis de¬ 
monstrates, for example, is that if 
an economy ha.s la rate of growth 
of labour and a rate of technical 
]>rogress which are independent of 
the rate of capital accumulation, 
the rate of growth of output must 
eventual ly be governed by the rates 
of growth of labour and technical 
progress, and will eventually be in¬ 
dependent of the saving ratio. The 
reason for this is simply that, no 
matter what the saving ratio, the 
rate of capital accumulation will 
move to an equilibrium position 
determined by the rates of labour 
growth and technioal progress. The 
equilibrium rate of capital accumu¬ 
lation will be the one which mjdtes 
income and bapital stock grow at 
'be same rate. If the rate of capital 
aecumulatiom is slower than the rate 
of income growth, the rate of cafH- 
'al accumulation rises; if the Tate 
of capital accumulation is , faster 
ihan the ilate of income g^rowtfa, the 
rate of capital accumulation falls.^ 

Starting frottj lan equilibrium 
nosition, if the saving ratio is in¬ 


creased, the rate of capital accu¬ 
mulation and the rate of income 
growth are both increased, but the 
former rate is increased more. 
Capital is now growing faster than 
income, the iiate of capital accumu¬ 
lation slows down, and equilibrium 
is restored when capital and income 
are both growing at the original 
rate.* "nie increase in the saving 
ratio thus increases the rate of out¬ 
put-growth initially but the growth- 
rate then declines through a transi 
tioiial phase until it has returned 
to the late that existed before the 
saving ratio increased. 

A secondary conclusion from this 
type of model is that a relatively 
large increase in the saving ratio 
may produce a relatively small in¬ 
itial increase in the rate of growth 
of output.'' 

The Model Applied to Developing 
Economie* 

A number of modifications of 
this model may be appropriate be¬ 
fore it is applied to newly-develop¬ 
ing economies. 

(A) In an economy with redund¬ 
ant labour, the growth of labour 
input need not be independent of 
the rate of capita! accumulation.® 
In such a situation, the absorption 
of labour input depends primarily 
on the rate of growth of the capital 
stock. The tendency for the rate of 
growth to decline after an increase 
in the saving ratio, is postponed as 
long as the excess labour supply 
lasts, except to the extent that a 
fixed input, land, causes diminish¬ 
ing returns. If capital accumula¬ 
tion is concentrated in the sector 
where land is of relatively littlv 
importance, the growth rate will 
have little tendency to sag during 
the phase of absorbing the excess 
labour. 

(B) Professor Bronfenbrenner 
mentions two r^ons why the con¬ 


clusions of a Swan-type model need 
not be discouraging to a proposal 
to accelerate Indian growth by 
stepping up the saving ratio: "(1) 
It [the evaporation of the improve¬ 
ment in the growth rate] is not 
reached within finite time and (2) 
the market mechanism which ii 

f iostulates has limited relevance to 
ndia with centralized development 
plans fostering industrialization 
despite high capital coefficients”. 
With this second point I cannot 
agree since the operation of the 
model has nothing to do with the 
mechanism by which the rate of in- 
veatment is decided, unless it can 
be shown that centralised planning 
somehow suspends diminishing re¬ 
turns. The first point, liowevtT, is 
relevant. Though a substantial por¬ 
tion of the improvement in the 
growth rate can evaporate within 
finite time, the transitional phase 
during which the growth rate is 
significantly increased may be of 
considerable duration.' 

(C) A third qualifioalion, which 
I believe has greater and more 
lasting significance for the conclu¬ 
sion of the model is this: that the 
rate of technological progress will 
not be independent of the rate of 
capital accumulation in newly-deve¬ 
loping countries. This point can 
best be illustrated with the aid of 
Kaldor’s technical-progress func¬ 
tion.' 

DUgrw I 



U79 







Hmmipty de^- 

yet Disfrict Sales Representative Konery is on tiie jiiifl 


, ' ?»i Z"* 

K iv^Y '' 
1 #' ’Si V A’' 


T«K« on« part afficleney, two p^s drtva» a ooo<> 
dPilop of eommon senao Mix with a baM of atncarffy 
Soaaon with an infactioua fmila. Top off with travat 
For good moaaura, add a daak (rarely o6eupiad)<aftd 
yOu have W B Konery, Burmah Shell Oietrlet Safes 
Rapraaentative at Hubii 

I PmiNATION Of TtlENTS 

Konery la 47 years old and haa epant 19 of them 
with Surmah-Shell He*a Invariably on the move Hla 
sales area comprises handreds of square mitaa and 
he knows all of tt well His duties may be summed up 
In a sentence Konery must meat tha divaraa needs 
of hie many cuatomars Hia |ob demands that he keep 
a cool head In a eriala and he alwaye does When 
dealing with Agante, Dealers and cuatomera, Konery 
eombtnea the talents of Couneeller, Adviser and 


Constructive Listener Above atf.^e la regaftfod ae 
a man who keeps his word Konery hae'made eporee' 
of friends In hie job To them, he le Burm#h-9hett. 

TdUt, «g EVER. PEOPU LIKE XOffiRV 
kREmeilNflTOS YOU 

Konary Is s fins ssampls of S man at psaes With 
hlmaalf Marrlad, with thraa chlldran->two boya and 
a girl—ha admits wryly to a partiality for hib 12 yaar 
old daughtar ‘Shs Qommanda,' ha says, ayaafwlnttl- 
Ing, ‘and I ooay ' Ha plant a futura for har In madiotna. 
Honary and paopla llKa him-^at all lavala of raspontf- 
blllty—are Burmah-Shali Today, as avar, they art 
hard at work . working to anaura that vital patrolaum 
produeta. aaasntlal to India'a growth and prograsa, 
are brought to you at tha right place and tints, In the 
right quantities 













BURIAH-SHELL an PfH^le io the san^ ri Ihi 



>'‘|Msjr. w9Hm, w rd(«iMO<\ to. 

'' we, 'Wte' c#l' igton^ ief per 

IMiriEer by etettna,'ol tlw ted^tticaJ 
, ,pr«3igiie» 4*^<:!ticlR^ 7Tw The todhoi-, 
' cal. proj!WBs function combines the 
-effect!) j(tf iMttli ^ ttccumulaUeti of 
capitstl aiul technical progreae. Itie 
Pawnee or measuies the growth 
Lthat results from technical progress 
Iti^ith a constant amital sto^. QT 
' reflects the rate of flow of neW ideas 
and the readiness of ttiA society' to 
adopt new ideas. If those are etpn- 
stant, the position of t^e curve will 
be fixed. The convexity of ' the 
function represents the declining 
contrihiition to productivity diet 
the rate of capital accunrulolian 
can make with a given rate of flow 
of new ideas. 

A 45° line from the origin marks, 
at its intersection with TT', the 
point at which the capital stock 
and output (per worker) arc grow¬ 
ing at the same rate, which is the 
equilibrium position. An increase 


hrmdh-W -draw: add n draws 
from pool gradually.. ' The cate 
at wluidt.lt draws from .the pool is 
depiAdeAt'oii the rate of .'capital 
aocuihuladon, for the more rapid^ 
the capital stock per worker grqws^ 
the sooner the more advanced, tech¬ 
niques in, the pool become appro¬ 
priate.. 

The result is that, untilpool 
is exfaahsted, the rate of i^nical 
progTe^' is not .. dependent on. the 
-rate .pf creation of new knowledge. 
The effect is illustrated in Diagram 
II. A technical . progress function 
such as TiT/ will continue to re¬ 
present the relatioDsUp between t)ie 
grow* rates of income and capital 
per worker, with some given rate of 
inflow of technical knowledge which 
flows in at a rate dependent on the 
rale of growth of capital, there will 
be a different technical progress 
function for each growth rale of 
capital. - 



Technical Progress Independent of 
New Knowledge 

However, an economy iq the 
early stages of development will 
not be operating on the frontiers 
of technical methods. Nor will it 
move to the frontiers directly as U 
forms. new capital. The appi^riate 
techniques of production and, ^oice 
of products are related to the rela¬ 
tive plenitude of capital. Hence, 
the. hewly-developing docs 

not ordinarily Arp over the ‘*old’ 
ideas and proceed at qnce lb fbateU 
capWl eiwodring the latest . dis¬ 
coveries, In' effect^ an economy be- 
gmning Its developmmit in a world 
with a hi^Iy advanced sector has 


Then the technical progress func¬ 
tion that actually p>ertBins is a line 
passing through such points as A 
and B. 

If AB has a slope of 1, income^ 
can be kept - growing at whatever 
rate of growth of oqiital the econo¬ 
my manages to .generate. Unless 
there is a marked unreceptivity to 
new methods, it is not unreasonable 
to imagine that the economy could 
draw on existing technical know-,, 
ledge at a rate fast enough to keep 
the growth, rate of ipcome from 
falling behind any growth rate of 
capital. As long as the unlimited 
supplies of technical knowledge 
last, which ean be a long thne even 


, -... 

.j^rewilL *; the ‘, implicalipiiiffi jOf, 
'Swan-.ShloW model can be {m^ipohed., 

' • \ Notes , '■ 

^ ‘“Haid’ Versui ‘Soft’ £<xmbmlc, 
Devriopment ”» The Eteneftiii 
Wetitly, Annual Number, Februaiy, 
1963, . 

* T W Swan, “ Economie Orow* 
and Capital Accumulati'bn”, Bee~ 
nomic' Record, November, 19.'i6: 
Robert M -Solow, “ A Contribution . 
to the Theory of Econonric Gro- 

' Wlh ”, Quarterly Journal of Ecu- 
February, 1956 

" Let 8 = proportion of output (Y) 
which IS saved and K = capital 
.stock; then sY = the addition to 

y 

capital stock per period and s-— 

= the rate of growth of the capi¬ 
tal stqck If Y IS growing faster 

Y 

than K, a—r falls. Hence, equilib* 

K 

rium is reached when the 'grow* 
rate of Y equals the growth rate 
of if 

* For example, hssurae a priiduCtioo 

8 h 

function of the type, V K N ■ 
where K is capual, N i* labour.. 
With constant returns, a-|-b-»l, 
The rate of growth of output fy) 
depends on the rate of growth of 

Y 

capital (i—), the rate of grWwth pf; 
K. 

labour (n), and the rontribuiion. 
to growth by technical , progress’ 
<m) The relationship 'is then 

Y 

y =■ as — H* bn -f- m. In equibli- 
K ' Y bn + ih 

brium where Y = s—. y =-- 

K 1-^ 
The equilibrium rate of growth 
of Y IS thus independent of s, 

® The proportionate initial jnereaw 
in the growth.rate produced by an 
increase in the saving ratio de-. 
peqds on the value of a. If 

Y 

y — as— -f bn -i- m and, being In 

K 

y 

equilibrium, y = , whea s is in-; 

K 

creased by a factor, h, y' - has 
Y Y'~Y 

— -1- bn m and - ~ a lh~l ). 

K Y ’ , 

As an illustration we may as¬ 
sume a “reasonable” value of a, 
5 If y is growing at 4%, a doub¬ 
ling of the rate of saving will raise 
the growth-rate initially to only 
6®/o. However, the possibility that 
increasing returns to scale wi!) 
make the value of a larger, hAs to 
be considered in a newly-develop¬ 
ing economy; 

* .See W A Lewis, “Economic Dew-' 
lopment with Unbmited Supplies of' 
Labour”, The Manchester School, 
May, 1954. 
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8m Maivift Fwokri, 'The Prodwc- 
Uon FuticHofi in Allocation and 
Growth . A Synthein", The Amt- 
Than Economic Review, December, 


19^. Howovor, at aaodenue value* 
for the coeffidmu a, over half of 
the gam m growth initially achie¬ 
ved by increaitng t will dUappear 


wMtin'.> . 

Nichotai Khldor, "A Model tif' 
Econamic Growth”, EcononiM loth' 
nal, December, 1957. 


One of the fastest growing 
general Insurance companies In India 



MADRAS MOTOR « 
GENERAL INSURANCE 
COMPANY LIMITED 

The stability of > general Insurance company depends 
upon the continueo patronage of its clients^ the ability 
to expand the field of activities and serve new clients 
sets the pace of its growth. 

The swift and steady growth of Madras Motor & General 
Insurance Company Limited indicates that it possesses 
both these qualities in ample measure. . i 


1962 Rupees in Lakhs 

Paid*up Capital 30.00 

Reserves 23.16 

Insurance Ftinds 36.22 

Total Assets I36J8 

Gross Premiums 84.99 



MADRAS MOTOR A GENERAL INSURANCE COMPANY UNITED 

Registered Office: 52 Peters Road. Royapettali, Msdra»>l4. 

Post 8ox No. 67t.Telephone 86551 (3 lines) (Member of TVS Grottp| a 

Branches; Bangelore*Bombay.C^cutta<^fflbatere<Naduraf 9 

Nellore'Saiem'^underabad-TiruchirapallLTlrimelvcIl'Vellore 8 

VKayawada. Sub>br«ncKes: Davanger«.Trlvandrum>Vlsakhapatnaa» 8 
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agaiBsA Compulsory Saviug 






Maiiesh Bhatl 
B If Pemtadia 


It is implicitly assumed that compulsory borrowing from the low income group would automatically 
result in cbm^lsory savings. CorrespomliRgly, in the case of the higher income group it is held that com¬ 
pulsory saving woidd merely replace voluntary saving. 


It is (dso assumed that there is no difference between compulsory borrowing and taxation for the 
higher income group as a udscie because the same group will bear the burden in either case. 

Lastly, it is assumed that compulsory saving leads to redistribution of income in favour of the rela -, 
lively poor. *t 

A critical exatf^ruOion 6} these assumptions makes the case for compulsory saving less sound than 
appears at first sight. , J 


Tpo start with the first imptlicit 
assumption: compiil^lQr^ hor- 
rowing from the low income group 
would automatidaliy vesult in com¬ 
pulsory savings. TlH^re are reasons 
why this may not neccssaiily hold 
true. It is true that purchase of 
bonds by the poor class may reduce 
their dispoetable income, but it does 
not curtail their real or accrued in¬ 
come. Although consumption is 
not entirely independent of dispos¬ 
able income or liquidity, it cannot 
be denied that accrued or real in¬ 
come does have material influence 
on consumption. Disposlable income 
fay providing liquidity make* spend¬ 
ing possible but if accrued larome 
is not reduced by the Compulsory 
Deposit Scheme, and if potential 
sources of liquidity are easily avail¬ 
able, consumption may not be re¬ 
duced. Further, if consumption 
standards are already near rock- 
bottom the scheme would merely 
compel poor people to either sell 
their assets or borrow from private 
sources, rather than compel them to 
save. Therefore, in order to achieve 
the deaired result, of making the 
poor save more, it would be neces¬ 
sary to take some measures to ration 
consumption expenditure along with 
compulsory purchase of bonds. But 
this would be highly undesirable 
from the point of view of equity. 

Moreover, to the extent that a sec¬ 
tion of the people covered under this 
scheme save something, there is 
strong likelihood of transfer of 
voluntary savings into eompulsory 
«"vin<«i. Here it ia^ ^.poting 

that the middle class .ip^Cpd'^! 
ween monthly incorira m Bs 100 
snd Rs 250) is thrifty by nature. 
In the absence of any social secu¬ 
rity benefits, this class is under 


epecial compulsion to save. It is 
possible that now under Compulsorfl*’ 
Deposit Scheme they may cease to 
save voluntarily. Similarly, in the 
case of income-tax payers covered 
under the Scheme, no concession is 
given for their voluntary savings 
in the form of providend fund pay¬ 
ments or • life insuilance premia and 
so it is possible that they may also 
turn their voluntary savings into 
compulsory savings. Hence it is 
questionable that compulsory bor¬ 
rowing would necessarily result in 
increased savings by the rommti- 
nity. 

Taxation vs Borrowing 

The second implicit 'assumption 
underlying the rationale for confin¬ 
ing this scheme only to the lower 
income group is that, as far as the 
higher income group is conrernedf,- 
there is no difference between bor¬ 
rowing and taxation because the 
same group will be*ar the burden in 
either case. However, if we look 
at the problem from the view point 
of the distribution of the burden 
between the present and future 
generations, there is definitely a 
difference, As far as voluntary bor¬ 
rowings are concerned there is no 
burden on the present generation, 
because bonds are voluntarily pur- ^ 
chased and the buyers of the bonds - 
are bound to be better off dian for 
purchasing the bonds. Otherwise 
they would not purchase these 
bonds. As against this, in the case 
of taxation the full burden falls on 
the present generation. 

Even if borrowing is made com¬ 
pulsory it imposes a relatively 
smaller burden on the present gene¬ 
ration as compared with taxation 
Taxation compels one to surrender 


income permanently whereas com¬ 
pulsory borrowings reduce one’s 
liquidity but not one’s net-worth 
position. The only burden involved 
in this case would be the different! 
between the rate of interest at which 
the people would voluntarily buy 
the bond and the rate which is actu-‘ 
ally paid to them on the compulsory 
borrowings 

ImplirMtions for the Future 

If considered from the point of 
view of the future generation one 
again finds a definite difference 
between the burden of taxation and 
borrowing. F Modigliani (Econo¬ 
mic Journal, December 1961) has 
very clearly demonstrated this diff¬ 
erence. The effects of taxation and 
borrowing are not the same on the 
future generation because taxation 
will reduce cori.sumption to some 
extent while borrowing is unlikely 
to do so. Because of this, the siise 
of the capital stock to be inherited 
by the future geeration is likely to 
be more under taxation than under 
borrowing. Hence the future gene¬ 
ration would benefit more or suffer 
In-w from taxation. Borrowing and 
taxation thus have dissimilar effects 
and so it is not correct to say that 
as far as the high income group is 
concerned “it is a matter of indiff¬ 
erence whether the levy is in the 
form of a tlax or borrowings”. 

For the reasons cited above, one 
may support the view that war 
finance should be raised through 
taxation, but only if one accepts 
that the burden of wax financing 
should mainly fall on present gmie- 
ration. One may or may not accept 
that, but the point is Aat taxation 
and borrowing hre not similar in 
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P^^!*''’/.fcfi6#it'*'aii ^ M|^r incomife 

> ’|ptMi|>b. as itii{)}kitl)r a^unn'd by 

S ' jpqrtm of Compulsory Deposit 

eUie. 

nediHtribution EiTect 

T^C claim that this schciw' leads 
to a redistribution of income in 
' favour of the relatively poor is also 
challengeable. As the scheme is 
.confined to the lower income group, 
'it is necessanly regressive in clia- 
?*' racter. Assuming that the scheme is 
; ' an alternative to regressive taxa- 
? lion, the low income group apfiears 
I 0 be better off now sinie they re- 
>> tain their claim to the income. 

But this would he true only if we 
^ assume that the re<iemption of bonds 
f t m the future will he done by impos- 
Y ,ing progM^ssive taxes Is thcie any 
ground lo believe that in future 
additional taxation would be mam- 
\ ly progressive? If for the repay¬ 
ment of the compulsory loan we 
' / have to depend on regressive, taxa¬ 
tion or deficit financing, there is 
littlo to choose between the Com¬ 
pulsory Deposit .Scheme and regres¬ 
sive taxation, except for the ciiffe- 
rential burden of these alternative 
methods on the, present and future, 
generations As shown earlier, from 
the view point of the future gene- 
" ration, taxation would he ]ireferabl« 
to borrowing. 

' Further, a given amount of com¬ 
pulsory saving will almost certainly 
, reduce consumer spending less than 
the same- amount of taxation. 
Therefore, with the present infla- 
, ' fionary trend more price rise may 
' be expected under the Compulsory 
' ' Deposit Scheme than if the same 
,, amount of money had been raised 
' through taxation. From the point 

of view of restraining in.'lationary 
pressure regressive borrowing is less 
preferable to regressive taxation. 
Even if. we assume tliat repayment 
of'debt would be through progres¬ 
sive taxation, to the extent that 
borrowing may push up prices, the 
lower income group loses more 
relative to the others and any poss- 
fjif.'' ibb? long period gain to tfiem from 
feVKwrrdwing is theieby reduced oi 

V 'f i'f I s V 1 t 

olranRated. 

Adniinislratlve Problems 
Ji's ' pipally, the weakest point of this 
Aft'ijbhhine is the administrative pro- 
5i^,f 4leaiS which it creates. Will not the 
I;!', wj« 0 tkwn that it would entail high 
hf ^^foctihn relative to yield 




hi 
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.whadt is hfainal 

taxing the poor Met' inebme tax 
be equally applkabJe t» this scheme 
as well? It is true that many less 
develi^d countrigs Jilte Turkey, 
Ghana, British Guiana, Brazil and 
a few others have adopted compul¬ 
sory savings. However, in most of 
these countries, unlike India, the 
scheme is usually administered in 
connection with income tax or (as 
in the case of Ghana) in connection 
with the purchase of cash erpps by 
a marketing board. 



Kal4r% 

that a sCfit^of'-COji^ljoiy 
is apprtqariato.-oiOy ' 

try has reached a sbtge of 
ment which , makes h pDsubla . to’ 
bring a comfideiiable aeokni tjf the 
people within the scope of direct 
taxation or when thpre is a 
cash crop (such as Coco in Gha^‘ 
which is purchased by a centritl 
marketing Board at fixed price*, 

* N KahJor, the Role of Taxation in • 
Economic Development 
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■ff^E Jtjte Coaunittee' was’*ist «? lUee'1958-59 the indifsttf worked' and stands in the way ot the feffiaent 
Ey the Gwenjmenl'of'India in below capaci^^ tins wa* 'directly/ units expanding their * oiApht'amd 
.April 1.19^*’'Though it* princjps^ responsible for the'i exceptionally /taking advantage oi‘the .ecoaomi^A ; 
ta« ^as to suggest Step to inoteaise low. prhjes of raw.jute that year and ■ of ecale. , ; 

eXpOTte, of jute n»aBuf«a«re^ tlto the consequent sharp, decline ip cut*; ji jjag limited, tl^. Uwailabi-^ 

f^lotatnitiee^s' terras of ref^cnce Wei^ , tiy^tiop ^arid output of jutot^in the lyy yarn for manufacture pf jute 

broad* cqvjering also increabed pto- next two 5 ^rs. > • ‘ goods of special types by pegging it •' 

ductira M jute goodsi mo^roisa- Smaller Share ef WoeW Market to a level which is deteriniped^ hy^," 

tiotiiand expansion of the industry, - Xj|,e effect of 1 J M A’s restric- each mill’e installed sapacf^ a* it ' 

stabiliMtion of ’ prices of raw ^to, tionist policies on Indians position was in 1959, ^ . ' s ‘ 

and jute raanulapturw,. ete. Ihe ^ biggest exporter of, jute (iv) The forecasts on whidi'the • 
(^Wmittee hrf Shn {V L bnvastaya, Report. Over operation of the Agreement is baSett * 

Adviser. (Industries.and Transit), decade 1950-60, World consump- are essentially of a short-term chat, , 
•Planning .Commission Camir- 77 p^j racter.' According to the Cmnmit- * 

man and Shn Ajit .Maa^m^r, - ^ gg - instead of attempting to achiew. 

then Jute Commi^oqfle, as Member- During this period pro- ■ stability in export prices through ’ 

Secretary. The Co^nnttees report Juctidn of jute' goods in India in- frequent changes in tthe Ifcvpl of *' 

Was presented to the ^verranent in gy ^ bare 8 per cent, from prices, this objective could be 

January this year U has now been average of 9.74 lakh tons in the 
published and will be dibcussed at quinquennium 1951-56 to 10 . 57 - 
the next meeting of the Board ot 1%6-61. As a con- 

Trade in NeW Delhi on Tuesday sequence, India’s exports.as a' pro- 
next. portion of total world consumption 

The-oerformance of the jute in- (excluding India) declined from fowth of world consi^ptipn of • 
•^dustrv during the last .decade as it about one-half to one third.. This jute goods in future, the Commi^ 
emerges froih the repdrt is far from cannot in any way he attributed to .has tefuswf fo accept the view that - 
flattenne. The deliberate restriction the growth of indigenous production the use of jute packaging Will .dect 

_x _lute Mills' in the consuming countries The line m. the uidustrralised countngli.’ 

growth of Pakistan’s 



achieved, by operating a buffer ttoqlt, 
of jute .goods.. 

Pessimism Unwarranted ’ “ 

In its discussion' of the likely 


' of output by the Indian Jute Mills’ 
Association through the to«called 
Working- Tim.e Agreement and the 
compulsory sealing of looms h^ 
been the subject of persistent cri¬ 
ticism. The Jute Cornmittee, con¬ 
firms that the festrictionist policies 
have had no justification, partlcul* 
arly since the country became gelf- 
sufikient in raw jute in 19.59. They 
have had the effect, on the one 
• hand, of keeping down the prices 
qf tiw jute which necessitated the 
initiation at the instance of the Gov- 
emment of buffer stock operations 
in 1960 to'support prices, and, on 
, the other hand, of pfogresrively re- 


phenomenal 
jute industry . and ‘ its exports is 
proof' of this. Between 1950 and 
I960 while the I J M A was keep¬ 
ing doiyn the output of the Indian 
jute, mills, 8,000 jnte looms were in- 


It goes further and holds that if thh ... 
price of the hessian bag can be held ^ 
steady at a level at which it h cbih-,' 
petitive (taking into - Account the 
re-use value) with the paper b^ 
and its supply is assured, some may- 


stalled in'-newly established mills kets lost by jute to' paper can bd^ 
in Pakistan and by the end of the regained. However, even it' that' is 


decade they were working Zj shifts, 
giving the equivalent of 20,000 
looms on single shift, compared to 
th<!, Indian industry’s pingie-shift 
capacity of 70,000 looms. 

Criticising the .1 J M A’s Work¬ 
ing Time Agreement, the Committee 


not so, and assuming that in tfao' 
traditional markets the absolute I 
level of consumption of jute good* '' 
remains constant, the Committed 
estimates that world consumption of 
jut? goods will , inprease by about 
10.4 la)ch tons by 1970 over the 
1959 level. 


.... - ,rr „ , . - . has drawn specific attention to the ^ 

ducifig the country’s production of following disadvantages inherent in There will be ample opportuni-> 
jute goods as *a proportion of tlfe the Agreement. ties- for the Indian jute itidiistD^-l tq * 

■total world consumption. jt jj basically restrictionist increase exports to both East^iti and., 

n-fl IQiMV and 1960 the and ip the last 10 years it has ope- Western. Europe .and to tho^ part* 

•IIM? mills o^nsti'i^^^^^ ratod to.keep the level of.prodSc of^- Asia and .Ubn^eneq 
* Ml ner reW below their ringlp tion of Indian mills stabc, ahhough which do, not, ha^ facilitiw ior 
of 70 000 looms, ex- the world demand for jute manufac.- . developing mte .,ndustn«» of their 
^ift .capacity ot 70 ,yuu .’ 1 . „!• Ka« exnanded ranidlv As a ®wn. And m the Committee s view 

J?” vtirhaLSr^^^^ result the’' fqcreased ^deJiand has Indian jute industry is-'in a 

■rid 1959 wW- Ke Werii of gone antlrery to the “new vigorous, W posrtion today than ever 

ronfag ft of sealed looms was redot . __, - ^ ■ 

fled'lo between 5 and 74'. Even, ia ' (d) It protects inmcient uipts * “Ttend* in World demand ior Jute 

a Vear "of peak output of raw jute from the full effect of competition Maoufacturer.” FAC), I9fi0 
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., __ may have been die 

il^eiuoataticee which in the paat 
jweveated a larger share of the 
increased world market from 
coming to U»e Indian jute indua- 
, try, it appears nwiessary to take 
energetic measures now to in¬ 
crease, exports and take the full- 
etrt possible advantage of the in¬ 
creased world demand. As self- 
aufliciency in raw jute has liee)i 
achieved and an extensive nioder- 
niMtioR’ programme completed m 
the mills, the industry is in a 
much belter position to expand 
its market 


fiecent held tnala underuken by 
the Indian Central Jute Committee 
indicate that, with the use of pure 
seeds of high yielding strains, ferti¬ 
liser and improved cultivation prac¬ 
tices, by the end of the Third Plan 
the average yield (taking both good 
and had years) can be increased to 
.1 ,H bales per acre from 2.6 bales 
per acre in 1960-61 But to achieve 
this would require a much bigger 
development programme than envi¬ 
saged at present and also more etfi- 
neni execution of the programme 
than achieved so far 

Price Stabilisation 


r The Committee believes that 

• Indian exports of jute manufaetuie 
can be raised from the level of 7.iH 
lakh tons in 1961 to 9 lakh tons by 
, the end of the Tliird Plan and 11 
lakh tons by the etui of the Fourth 
Plan. 

Consumption of jute goods in the 
country has also been going up 
steadily. At the beginning of the 
First Plan consumption was 1 14 
lakh tons; it increased to 2.87 lakh 
tons in 1961-62, the first year of 
the Third Plan Internal consump¬ 
tion, the I’ommittee estimates, will 
go up to 4 lakh tons hy the end of 
the Third Plan and further use to 
6 lakh tons hy the end of the 
Fourth Plan. 

Produrtion THr|tet« 

On the basis of these estimates ol 
export possibilities and internal (on- 
sumption, the Committee sets a tar¬ 
get of output of 13 lakh tons for 
' 1965-66 and 17 lakh tons for 1970- 

71, To achieve these targets, pro- 
duction of raw jute (including mesta) 
will have to iriereasc to 75 lakh hales 
in 1965-66 and to 98 lakh bales in 
, 1970-71. The Committee suggests that 

the increased production of raw julc 
should be achieved by increasing the 
i, yield per acre rather than hy en 
croaching on the area imdei food- 
[' grains. In the Serond Plan period 
(’ the area under jute varied between 
t* ' ' 15 lakh acres and 19 lakh acres ac- 
f' I cnrdirtg to changes in jute prices 
y'"' and weather conditions and that 
v under mesta between 7 lakh acre*! 
4’ ^d 9 lakh acres. The Committee 
iiij recommends that the area under 
|i)ite in the Third Plan and in the 
, Btibsequent plans should be stabili- 
I ilted at around 20 lakh acres and 
tibat under mesta,at around 8 lakh 


At the same time, the cultivator 
must be assured of stable and rea¬ 
sonable price for raw jute. The 
policy of supporting raw jute prices 
at a prc-determined “ Hoor ” by 
means of buffer stock operations 
began in the 1961-62 season and 
hince then it lias been continued. 
The Jute, Buffer Stock Agency is at 
present controlled by the Jndia.i 
Jute Mills Association with ju.st one 
Covernment officer nominated on its 
Board of Directors The unsuitain- 
lity of the J B S A as at present 
constituted for stabilising the raw 
jute price has been discussed before 
in this journal (“Jute Mills and 
Jute Price”, November 24, 1962). 
The Jute Committee reiterates that 
the responsibility for ensuring that 
prices arc supported at the fixed 
level is the fkiverninent’s and can¬ 
not be left to the jute mills. To dis¬ 
charge this responsibility the Gov¬ 
ernment should have full operational 
control over any agency entrust¬ 
ed with buffer stock operations. 
The Comniittee suggests the setting 
up of a high powered Jute Deve¬ 
lopment Board under the Ministry 
cf FcKjd and Agriculture which will 
he responsible for the formulation 
and execution of development pro¬ 
grammes for raw jute as well as 
for the .stabilisation of raw jute and 
jute goods prices 

Among the measures to achieve 
the target of output of jute manu¬ 
factures for the Third and Fourth 
Plans, the first priority should be 
given to full utilisation of the mills' 
existing capacity by ending the 
1 J M A’s Working Time Agreement 
and by prohibitmg the resumption 
of the practice of sealing looms. 
After full utilisation has been 
achieved, further expansion should 
be as foltowsr 



(i) fiwt psioilfity 
to existing ptiits whidF«ro"i^;'jpN)> 
sent uneconcKtiiic but whic^ ity'jKK* 
pansion, modernisation 4nd aratk)- 
nalisation can become viable; 


(ii) units which, though econo¬ 
mic, can achieve additional ecemo- 
mies by expansion should get the 
next priority since their expansion 
would resylt in a reduction in the 
costs of the industry as a whole; 

(iii) Considering the high capi¬ 
tal cost of setting up new mills, 
establishment of new ilhits should 
be considered only after the possi¬ 
bilities of'expanding existing units 
have been exhausted. 


The Committee recognises that 
the shortage of power in the Cal¬ 
cutta area has been a major obsta¬ 
cle to increased output of jute goods. 
The power available to jute mills 
at present is ahout 88 mW which 
IS barely enough to run tlie equiva¬ 
lent of single-shift capacity of all 
the registered looms. To achieve 
the Third Plan target of 13 lakh 
tons the power supply to the jute 
industry will have to be expanded by 
20 mW It will have to he furthei 
increased by 40 mW' in the Fourth 
Plan to achieve an output of 17 
lakh tons by 1970-71. 


Export Promotion 

Among the export markets, the 
Committee recommends that parti¬ 
cular attention should be paid to 
Soviet Union, Eastern Europe and 
the counti les of East and West Africa, 
Middle-East, and South-East Asia. 
Consumption of jute goods has in¬ 
creased sharply in the Soviet Union 
and Eastern Europe in the last de 
cade and the Committee suggests 
that efforts should be made to con¬ 
clude long-term agreements for ex¬ 
port of jute goods to these countnt'“ 
m place of the present year-to-year 
agreements. 

Diversification and development 
of new products have a big part to 
play in our export effort. For, jute 
can hold its ground against substi¬ 
tutes like synthetic fibres only if it 
shows the same degree of adapta¬ 
bility to consumers’ requirements. 
Unfortunately, the Indian jute in¬ 
dustry has so far devoted little at¬ 
tention. tq. puch adaptation and to 
developmijnt of new products. Ft is 
generally reluctant to accept orders 
for small lots of “non-standard” 
items preferring to forego such 
Orders. The Jute Committee ha« re- I 



i’ y* 1, ''''^'"•''I, *1 ^ , ’*' , 

;'MiIA^ tip «t A 

Pn^uet I^yid^>i3aent <^U ^ die 
]4ite . Copuniasiener’s OrganiHdM 
widi c^ose liabon Witli th« IlMA^s 
re8eaj'(^ institute and die techno* 
logical researcdi laboratories of the 
Indian Central lute Committee. 

One of the i®®®* impomnt deve* 
lopments in the jute industry in 
recent years has been the increase 
in the production of wide hessian 
of high quality used in the manu* 
facture of tufted carpets, .Tiiere is 
considerable scope for the expanwon 
of exports erf these carpet-backings 
to Australia and Western Europe. 
The possibility of manufacturing 

* ‘ f 

Around Bombay Markets 


,<■ , I, ’ y /?''' 

tufted carpets for export ahould 

I alio be oewisidered. 

J "Wie Committee admits that the* 
principal threat to India’s exports 
comes from Pakistan, but has made 
no attempt, however, to examine ‘ 
the Indian jute industry’s complaint 
that the Pakistani industry enjoys 
substantial advantages due partly to 
the lower price of raw jute in Pak¬ 
istan and partly to the Pakistan 
Government’s bonus vouchers 
scheme. The Committee recommends 
that in India also, as an incentive 
to export, a scheme may be work¬ 
ed out for import endtlemenu not 
only ior essential jute machinery 


priority 

The conclusion is inescapa£de 
the Conunittee’s report that the fiite 
industry has to change its whole !]> 
proarh to exports and exp<Ktt ma^ 
kets. In viOw of the full in its Share 
of the woidd market, the Indian 
jute industry is today hardly in p 
position to exercise the kind «rf 
control it had over world prices bt 
the past. Persistence with restrictive 
policies which have already caused 
much harm to our exports will, 
therefore, be disastrous. The tndiB- 
try’s position in the world market 
today depends on its ability to in¬ 
crease pioduction and reduce costs. 


Dalai Street Ignores Morarji’s Exit 


Thursday, Mominc 


^HE stock market is known to be 
extremely sensitive to political 
developments But strangely enough, 
Dalai Street does not seem in the 
least perturbed by the major shake- 
up in the Central Cabinet which 
has been interpreted by many poli¬ 
tical observers as a determined bid 
to restore the ideological balance 
said to have been upset by the exit 
of Krishna Menon and K D Mala- 
viya. The general impression had 
been that equity prices would re¬ 
gister a decline if Morarji Desai 
left the Cabinet. The market did 
ease in kerb, though only slightly, 
when it came to know that Morarji 
was being relieved, but the easiness 
did not last long and the market 
was steadier again in the regular 
session. In fact, the comment heard 
in the market was that after all there 
was little that Morarji had done to 
help the stock market ! 

The general view apjoears to he 
that taxation has already been fully 
geared to the needs of the. emergen¬ 
cy and so there is little scope for 
imposing additional burdens, no 
matter who is given the Finance 
portfolio. That is why the stock 
market is not perturbed by reports 
suggesting that T T K will be the 
new Fitiance Minister. The^ ' Was a 
time when mention of TTIPs name 
sent a tremor through the stock 
market. 

The truth perhaps is that the stock 
market is as sick of the slothful ad¬ 


ministration and lackadaisical eco¬ 
nomic performance of the Gov¬ 
ernment as the rest of the country 
The Kamaraj plan holds out the 
prospect of an improvement in that 
direction. It has been increasingly 
felt for a long while that economic 
growth is being stifled to no small 
extent by inefficient and corrupt ad¬ 
ministration. Besides, the stock mar¬ 
ket’s major worry is still the threat 
of an attack by China. 

The market which had been ex¬ 
tremely dull and barely steady most 
of the time turned firm and livelier 
at the week-end on Wednesday, with 
equity prices recording all-round 
fair gains. And it all happened be¬ 
cause of the Indonesian Foreign 
Minister’s statement that he had 
got an assurance that China would 
not launch another attack against 
India. Not only that. Dr Subandrio 
added that the Chinese had told him 
that if India attacked, China would 
take the question to the Colombo 
countries. It remains to be seen how 
much New Delhi is convinced by 
these a.ssuranr.es. Be that as n may. it 
bears repetition that the outlook for 
equities depends almost entirely on 
the developments on the border. If 
the market can be convinced that 
another Chinese assault is not on 
the cards, it could be confidently 
expected to shake off all its despon¬ 
dency without having to seek any 
supp^ from the Life Insurana* 
Corporation or other financial insti¬ 


tutions like the I F C and die 

ICICI. 

Cotton 

Eyes on Weather 

ALL eyes arc on the weather which 
alone holds the key to the crop. 
Excessive rains in some of the cot¬ 
ton growing belts of Marathwada, 
Vidarbha and Madhya Pradesh and 
a few district,>, of the Punjab are 
■said to have already caused damage 
to the early maturing crop. The ex¬ 
tent of the damage is not yet a.s- 
.sessable because a great deal de¬ 
pends on what the. weather is like 
in coming days and weeks The da¬ 
mage IS perhaps still small but it 
might well be large if the present 
wet sjiell persists for some more 
lime. It IS this anxiety over the 
continuing wet spell which pushed 
the March contract from 705 to Rs 
714.50 and the rate slipped to 708.50 
(Wednesday’s kerb dealings) in a 
day on reports of a welcome chans^ 
iq the weather. The turnover in fu¬ 
tures continues to be on the rather 
low side. Bulls are reluctant to h* 
aggressive in face of the fairly largi?, 
carryover and prospects of a larger 
crop on account of the increase in 
the area sown and bears are resen" 
ed because of the anxiety over the 
prolonged wet spell in most of the 
cotton growing areas. The view js 
widely shared that another good 
harvest could bring about a sub¬ 
stantial decline in prices from the 
current levels. Of course, good 
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5vi«wdfc4ible wwAer. 


entirely on tllo. 
}>rogr»8'' of the un*, 


II 


Activity in the spot rotton maAi't 
c^tinues to bo extremely restricWl 
^dtthe geheral tendency is subdu- 
, Tlsere, ha» becsn sizable decline 
in , the pricey of new crop COs over 
*'the past few days Only Bengal 
Besbi has been displaying marked 
strength because of the very small 
carryover and steady, though limil- 
ed, (demand from shippers. The ex- 
rt perfofniance during 196^-63 
aa been , good and it eoiild have 
still bettered if the, authorities 
had, reajlcKated the quotas un¬ 
utilised by the cooperatives well 
in time,. Unfortunately, despite 
persistent demand from shippers, 
the unutilised quotas were realiexta- 
' ted very late in the sc'ason wlien 
the Japanese buyers had ceasod to 
evince interest in the Indian Deshi. 
Export quotas issued during 1962- 
' 63 totalled ,3 lakh bales comprising 
2.75 lakh bales of Bengal Deshi ar)<i 
25,000 bales of cotton stapling 3j4 
inch and below Out of this, quotas 
’ for about 25,000(30,000 are Said to 
have remained unutilised 

^ Export -Quots 

’ The Government's decision allow- 
' ing two lakh bales of Bengal Deshi 
for export in the new season is time¬ 
ly and welcome It is not that the 
jmmedSate outlook for putting 
, through business is very promising 
* but me announcement removes un¬ 
certainty about Jiidkin supplies and 
, makes it possible foi the overseas 
buyers to plan their purchases. The 
/ rtew crop will start moving jnto the 
' miiTket after a fortnight or so and 
■ it might npt be long before shipp- 
'prs are a'ble to negotiate bu.siiicrts. 
;liatie8t reports from Japan, India’s 
main customer, suggest that the buy- 
«fS there are inclined to mark time 
ai>di the prices quoted by them are 
j ■ cunsidertibly lower than tliose asked 
ir ' ' by Indian shippiers. The difference 
it gs much as 0.80 to* Id a lb. Whil^ 
,li«! ^m^iate outlook might not ap- 
% (peir veiy promismg, there is little 
» doubt ‘dwt India will have little 
difficulty in selling 2 lakh bales of 
fe y Peeht within' a few months, Th- 
mmoh quota, of course, is valid up 
ti, to (Slat . August 1964. The author!- 
ties hdt'® 'done well in fixing the 
,y,.- of. the, wx^perative societies at 

lOtW bales only, past perfor- 
Jw^ee, not Md oitt the hope 
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that ‘these- ooMdri^e .apwfiee can 
• ni|ke hny usqml bonitwuddn to th^ 
^export’effort. , * 

OUseeds 

Prieea Drift' Lower 

A FTEH a 'brief, spfcll of further 
strength. early in the Week the 
oilseeds market turned hesitant and 
later developed a sagging tendeni^. 
Cloaipg prices on Wednesday were 
generally around the, week’s ' Ibwest 
and they showed moderaW’ ' losses 
over the previous, weekiertd levels 
Early improvement reflected mainly 



St as ja, ftwil .. . „, ,, 

futures, continued to, be njetremeiy 
restricteiV , 

A» against fajiAy' satia^itoiy , 
take in ready grom«fnW>nd groik^- 
nut oil, offerings ’conJSbW to'be iw- 
tricted' with' the seiUR. that the B^t 
market''remains - The ' lateisf 

qu&tatiims,h6we.^r, are slig^ly , 
below th^ .week’s best levels. Though . 
the weather has ^0 far been ‘quite* 
favourable fpr geoundnpt. Some an-', 
xiety haf .heen expressed ahotit dte 


the strength in ready groundnuts, possible delay ib she crop- movement 
while the-easier tendency later in if the wet sge^iP®™^ for another 
the week was due to favomraible wea¬ 
ther reports from the gtounditul 
producing areas and fears of large 
tenders m the maturing castor and 
Jinseed contracts. Groundnut Janu¬ 
ary which had been bid up to • Rs 
222.25 — a new high for the con- 
tract ~ moved down to Rs 218.25 
by the' week-end. Castor Septem¬ 
ber' fluctuated rather erratically- bet¬ 
ween Rs 155.50 and 1B9.50 and 
wound up the week at Rs 156; the 
■distant March contract was neglect¬ 
ed' around 163.50 Linseed Septem¬ 
ber declined from Rs 37.69 to Rs 
36/44- and the new crop March con¬ 
tract which had always been quoted 
at a small discount fetched a mo¬ 
dest premium at the week-end due 


»r 

week or so. It is quite likely thalt 
if the weather clears up quicklyi 
market’s attention might tijrn from 
the present* ((shortage of spot mate¬ 
rial to' prospective supplies. The 
market has still, ^ have its norma] 
seasonal decline which generally 
starts a f?w weeks before the begin¬ 
ning. pf the, new crop movement and 
lasts until the crop' movement gets 
into proper swing. 5ince it is too 
early to form any .idea of the new 
crop it is difficult to say how , far 
the seasonal decline might go once 
it gets underway. Bui considering 
the export prospect for groundnut 
oil and groundnut extractions, 
groundnut prices might not recoj-d 
any , serious decline. 
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'T'iiE >-foUoiri^ inMHl. ' d» gifotm m the nature 

tite ^Spe4|«i^;,)al ]lhe CSuu'iiMiA.i jKltd vtilume ^ op^ationt, the cor- 
%ri R 0 Sani^ «t tityt o{ the Company hag 


Generfd, Meeting,«,flm.HCoaipany 
held in Bombay on .Thnt^y, 2?i|k-, 
Adgustv 1963., , ' ,- : . • 

Gentlemen : , > 

On behalf of niy ooReagues tm 
the Board, and myaetfi I have gnat 
pleasure in- extendhog you all a Ooc- 
dial welcome to oilr Annual General 
Meeting. 

Statements of accounts, this year, 
have been presented somewhat. dif¬ 
ferently thin last year. TTris ne^ 
mode of presentation has been ad¬ 
opted, in constiltatkm widi bur 
Auditors, so as to give you a more 
compact and convenient view of 
the Company’s finances. The Direc¬ 
tors’ Report gives detailed account 
of the finances and activities of 
your Company during the last year, 
it is supplemented by a few charts 
and tables, giving an analysis of the 
Company’s progress. This, therefore, 
leaves little for me to add usefully 
by way of information or analysis. 

Expansion and Development — 
PoUey and Record 

1 should like to take this oppor¬ 
tunity of placing before you some 
thoughts of your Board and 
Management on the Company’s ex¬ 
pansion and development policy. I' 
trust this will help you to look at 
our programme of expansion and 
development in its right perfective. 

I have selected this theme of Com¬ 
pany’s expansion and development 
policy; as I know many a friend 
and associate has been a^ing with 
.some concern — Is NSE over-ex¬ 
panding ? This question may also 
have been in your mind. This is an 
appropriate occasion to deal with 
this ouestion, as we have just t^tnn- 
pleted 4 years as a Public Limited 
Company, and will soon enter 25th 
ynar of continued existence as a 
manufacturing unit. It may be re¬ 
called that NSE was established. as 
a" proprietory ooncem in 1939 b? 
your, Managiitg Director, Mr J V 
Patel, with limited manufacturing 
facititim in rimted prsmiltes. 


idiigi' undergone chungCb Otir growth, 
il ’fitll^ secured on a w 4 l-eatahlish- 
'od {ouBduMon. During dib 21 '* yj«ra, 
praceeding NSE’s e^;i^H 8 hment as a 
Ptditic Ccmipany, it has grown pheno- 
nurnmlly, thanks to .die vision and. 
drive of its founder, Mr J V PateL- 
^diile external opportunities have 
nurtured the Company’s early 
grewdi, it is in no small mcaaurat 
due to the optimisn, courage and 
riuri('taking temperament of its 
founder. 

Measured in terms of acc^ed 
indices of increase in total block 
and assets, gross or net, our annual 
growth rate over die past few years 
is generally around 20%. Consider¬ 
ing that part of this increase is on 
account of replacement or moderni¬ 
sation of machinery, thi.s rate can¬ 
not certainly be considered as ex¬ 
travagant or excessive, especially 
when judged against corresponding 
rates in the engineering industry, or 
industry in general. 

Design for Development 

An organisation must move for¬ 
ward or slide backward — it cannot 
stand still. However, corporate 
growth cannot be a uniformly con¬ 
tinuous process — there must be 
pause and respite. While program¬ 
me of modernisation may perhaps 
be continuing, expansion and deve¬ 
lopment cannot be continuous over 
a long stretch of time. Your Direc¬ 
tors are fully aware of the need for 
'Consolidation to ensure successful 
implementation Of our expansion 
and development programme. We 
have been continually asking our¬ 
selves the queUtimis — Are we ex¬ 
panding too rapidly ?- Is -our growth 
healthy and balanced ? Are we 
developing in the right direction ? 
Is our programme well within our 
present and foreseeable capacities? 
Are the returns timely and ade¬ 
quate ? These and other questions 
have to be asked and answered, as 
growRi- should 'nof he', allowed to 
degenerate into a magic catchword 
or incantation. Without any sophis- 
, Ucation, but With a degree of dis- 


criminatian,' your fioard has, sought 
to base the company's expansion'' 
and development Programme on 
some definite pattern of gtowth. 
While we have not worked out a*^ ^ 
mathematical models of growth, I 
can claim that we are followiiw , 
broad design for development. The 
'main features in this design' axe 
(a) rate of gtbwth, fb) timing ansi, 
phasing, (^c) quality and dir^ioa, 
(d) costs and ri^urns, (e) prs^iA*, ’' 
tiqn, and (f) , review. Apart from ' 
internal factors, which are largely', 
within ' our own control, we have 
also to take into account the op¬ 
portunities and limitations, preseiw 
ted by external forces. Some Of 
the important external &ctors are' ‘ 
Government policy and regulations, 
trade union practices, worker atti¬ 
tudes, bottlenecks iti the economy, 
shifting markets, foreign exchange 
shortage, money market tightnes;^ 
etc. It would be useful to illus¬ 
trate the working of some of these 
important elements, as they affect 
the course of our current expatuion 
and development pno^amme. 

Unlike chemical and other conti-. 
nqous-process industries,, nature of 
manufacturing operations in our . 
industry permits a Struaural Work- 
shc^ of Foundry to be commission¬ 
ed partially, without waiting for 
the installation of complete plant 
and machinery. Your Management 
has sought to use this advantages 
with a view to reducing the usual' 
long, lean waiting period, before 
returns start to come in. Sequence 
of our development programme, 
starting, with the establishmem of 
Structural Workshop, proceeding to 
Foundry and ending with Mamina 
Shop, is also based on consideretiop 
of overall economy ajid retunw.' 
It may be added here ffiat full re¬ 
alisation of econmny and returns, 
arising out of timely implementa¬ 
tion, depends very much on exter¬ 
nal factors — availability of con¬ 
struction material such as steel .and 
cement; receipt of Government ap¬ 
provals and import licences in 
tithe : uncertainty of acquisition 
proceedings, etc. We have had of 
late our share of difficulties on this 
account, .which liave, to some ex- 
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cold rolled steel strip lend strength to delicate steel furniture. 
The fine surface finish, dimensional accuracy, lightness 
and strength of these tubes, m^e steel furniture 
strong, light, functional and attractive. 

INDIAN TUBE THE INDIAN TUBE COMPANY \19SS) LIMITED 
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thereby 

<Gm«|» of CktOHpn^M 

We ebouH like to iik' Sto 
long run, ^iMvardi e“^«^eis»ejwf 
development W 

will emerge meinily ^ , 

ii^ ccniq>any with a iHit.eli^ 'k 
facilities for catting, «trtlpturAl,.kiU} 
fabrication wcnic, ma<st:^l|Ufgl^ arid, 
sheet metal work, und^pu^ prO" 
duction of only a few^lVipMt. com* 
plete items. Thetie bamc faeUttieB 
will be adequately^, support^ by 
suitable technical and {^^inistm* 
live services such as ce^ral tfxd- 
rootn, research and dl^^iii^knent, 
etc. Ihis nucleus wjj^ire connect¬ 
ed with a number,. 1 ^separrijbe in* 
dependent units, sp^ialinng in the 
design, testing, productiori, sale land 
servicing of a variety of complete 
machine tools or industrial equip- 
mient. According to the currant 
climate of political thinking in the 
country, such a scheme of diversi¬ 
fication and growth, visualizing a 
group of companies, may not be 
welcome, and run into difficulties 
raised by Indian Company Law and 
taxation measures. Nonetheless, 1 
think the general functional ap¬ 
proach underlying the establish¬ 
ment of a group of companies is 
sound, and is in line with practice 
in advanced economies. 

It is in the context of this out¬ 
look that we have been selective in 
our approach while considering 
and approving collaboration propo¬ 
sals. We have been receiving a 
number of enquiries for both tech¬ 
nical and financial collaboration, 
thanks to the general economic up¬ 
surge in the country and also, if 
I may add without immodesty, 
thanks to the prestige enjoyed by 
your Management. Only those pro- 
poiials are selected, which fit into 
the framework of the Company’s 
manufacturing facilities and our 
over-all scheme of development. 

Financial Planning 

We also realise that growth must 
be both economic and efficient. Tt 
has been the emstant endeavour of 
your Management to reduce the 
costs of construction and, for this 
purpose, most of the civil, structu¬ 
ral and .general site-development 
Woik is now undertaken aqiart- 




tnsiiuiUy.; Any eound of 

deyelopme^ mould take proper ao- 
count of Available r^rottrees, 
bc^'fSbtterial and'^human. I mutt 
oonfotti dkat while ,we have done 
our vety best w plan and prepare 
fiA boA money and men, it is pos- 
eible that our eff(»ts may not suc¬ 
ceed to an extent hequirra by the 
tasks in hand, through np fault of 
our own. If I have etruck here g, 
Somewhat diffident note, this is duO^‘‘ 


NiBCior, ^ finaa^ 

in cOnaectkin with our maChW k>kl 
prognunme 

IlidaliMlor LimtSed 

Reference has been made in ytriir 
Directors’ Report to the estabUsh- 
ment of a neW' company for manu¬ 
facture of Shot Bta^g Equqmmit 
in financial participation with Id/s 
Whedabrator Corporation USA, 

. , Ws Taghman’s Limitedi 

to die present investment miipati^ U K. Your approval for this pro* 
and money market conditions. As Ject is being sought in the Extia- 
already indicated in your Direc-.^ ordinary Generiu Meeting to be 
Report, it is likely to distur^>held soon after this Meeting. Out 
die tempo of our next phase total issued capital of Rs 

devd^ment. The current d)b ■ m 11^M,O0O/- sbaras of the value of 
economic activity, if continued, may^^R® 3,06,25p/- will be issued to each 
also affect the markets and sidthlir^ ^ Overseas companies. The 
for ouf newly established projects, pre^pos^ investment ^ the part of 
1 trust this will be a passing phe- 
nomenon. which will not really 
mar the projemed growth of our 
Company, This situation im^rlinea,, 
the important fact that the ulti-'^jsrbrttor and Tilghmans will be issued 
mate success of any scheme of cor-, ‘free’ shares of Rs 50,000/- each 


your Company is Rs 3,25,000/- 
whi^ is 26% of the issued capital, 
leaving Rs 3,12,500/- for offer to 
the general public, Bodi Wheda- 


porate development rests on generaf 
economic growth. 

Your Management has tried to 
anticipate financial requirements, 
as far ahead as possible, and to 
explore all available sources for 
funds While seeking financial as¬ 
sistance, we have not neglected to 
maintain proper debt-equity ratio 
by raising further capital. May I 
express here your Board's apprecia¬ 
tion of your response to our recent 
rights i.ssue, even in unsettled 
money market conditions. I take 
this as an encouraging sign of your 
confidence in the Management of 
the Company. In this connection. 

1 should like to express our grate¬ 
ful thanks to both ICICI and Dens 
Bank for their financial help. The 
smooth and even course of our 
development programme so far, is 
in no small measure due to their 
timely assistance. At the beginn¬ 
ing of our present development 
programme, ICICI invested in our 
Preference Shares, apart from ^ 
underwriting the issue of Equity 
Shares. They have now given us 
further loan assistance. Dena Bank 
have not only iiMireased our Over¬ 
draft limits from year to year, but 
also made avoilaUe to us other 
facilities, such as discounting of- 
bills, even In tight money market 
conditions. We locdt forward to their 
continued co-operation in the years 
ahead. Thanks are also due to 


for supply of technical ‘know-how* 
out A their total shareholding, 
mentioned above. Plant and ma¬ 
chinery of the approximate value of 
Rs 2,33,884/. is proposed to be 
imported from England, against 
whibh Tilghmans will be iwued 
shares of equivalent value. Balance 
of Tilghmans and Wheelabrator 
contribution will be made in cash 
in Pounds, Sterling, or Dollars, as 
the case may be. The demand for 
Shot Blasting Equipment is already 
high and is expected to increase 
with the develc^ment of metal¬ 
using industries in the country. We 
will be the first Company to manu- 
- fseture this item in India. Our 
partners and collaborators are well- 
known throughout the world for 
their high standards of quality. I 
am glad to announce here that our 
proposed name for the company, 
ie, INDABRATOR LIMITED, has 
Qow been approved, "nie schemb 
has been cleared from the capacity 
angfo and terms of collaborotion 
have also been approved. The new 
company expects to go into produc¬ 
tion early in 1964. 

Your Directors’ Report has also 
referred to streamlining of produc¬ 
tion facilities in self-contained 
Ifopartments at Goregaon. This is 
only an evidence of the functional 
approach in our strategy for deve¬ 
lopment, to which I have referred 
earlier. As stated above, there are 
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tin the realiii*. 
t)l, thte o^jeclive.' TiriUy, such 
'gwwth with diversifie*- 
'•tf jtjfflti h#S'to rfckon with the burden 
" ' double taxation on 


' V ‘r ' . ' >if„ I , " 

W ;idie stud]|t^iOl jCactbriee io 
€«leutta recesQ%''conducted by. 
MotriB Solomon, He rapoits that 
while, on the one band, there is a 
chronic shortage of capital invest' 
ment; on the other, machines and 
^uipment available in the' £acto> 
ncB are not being iuJIy or properly 
utiliited. This atuation calls for 
management training of the highest 

.1 t I 11 ^ . 


___ __ _ jnter-com- 

, Jiany proiita. Secondly, it has also 

• nrapple with the adninistrative 
iWtiO, legal complications, arising 

' wit of Company Law provisions on 

• inter-corporate investments and uaui«u(j w uic ^iigucai 

dealings. The present policy of the order. It also calla for streamUning 
Government in tliis connection of administrative proocduies, which 

<iiti. a XI • % 
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needs td be revised in the interest 
of stimulating capital formation. 
■ Jts rigid application also militates 
ilgainst basic principles of speciali¬ 
sation, efficiency and inter-deperi- 
dance. A group of companies, ser¬ 
ving and supporting each other, 
helps to blend the better elements 
of centralisation and delegation. I 
frust Government’s earlier decision 
to reduce the burden of inter-com¬ 
pany taxation will soon be carried 
still further leading to substantial 
relief, it not its complete abolition. 

Management Training 


will help to reduce delay and speed 
up development. The framework «t 
detailed controls, c^ling for numer¬ 
ous and frequent references to Gov¬ 
ernment in almost all matters of 
corporate growth, needs to he re¬ 
viewed on a policy basis. What is 
required is indicative and not im¬ 
perative planning, as stated by a 
shrewd French observer of oUr 
economic scene. While the neces¬ 
sity of controls in a planned econo¬ 
my IS admitted, their multiplicity 
and faulty operation tend to retaid 
the I ate of growth. Change is also 


trad* pnioni, pi«htIfieK;/;i|jB|d!';^^ 

attitudei’ which' 

ductivity,^ and i»cn^ ajairnfat^tti#- 
ing costs’, However, '-Asipinhig t'fp- 
vour^le , marltots, avafllhiiity 
jihyskal' fevwitiw, and tsw male- 
rials, the "ihafli pyostem is to eat^ 
tract the ptmoet out of tfa^']giyen 
investhterii, with diie ponsideration 
for maintehaiKe and morale, phy¬ 
sical facilities should ^l:^ matched 
by technical propess'jtpd natotige^' 
rial abilities^. It is this appioacb to 
efficient and economic rewipition 
growth, which we should now like 
to see increasingly applied in our 
Company. 

1 am sure you would like to join 
me in thanking our staff and work¬ 
ers for theiri'‘sustained efforts and 
good performanee. 

Note : This does not purport to 
be the proceedings of the Annual 
General Meeting of the Company. 


We have instituted various train¬ 
ing 'schemes for skilled workers, 
Engineers and other personnel, 
necessary for the proper working 
of our new facilities. Training is 
a slow and difficult piocess. Yoiii 
Management is fully aware of the 
gaps in our training programmes, 
especially in the areas of quality 
. control, sales and general admims- 
' tration. More than physical facili- 

f ties, growth is accounted by spirit 

of innovation, timely decisions, 
alertness and flexibility in face of 
opportunities and obstacles, im¬ 
provement of methods, etc, all of 
which are conveniently described as 
■ , better management. Training foi 

' this purpose is as arduous as it is 

' important. 

In his “Theory of Economic 
Development’’, J A Schumpeter 
stated that “growth does not spring 
j • ' primarily from capital investment. 

I ' Although the slow and continuous 

increase of national supply of pro- 
‘ ductive means and savings is obvi- 
ously important, development spr- 
li*},. ings overwhelmingly from eraplov- 
ing existing resources in a new way 
^jtte^iective of whether or not those, 
^V‘ rttWUrc®* increased”. He estimated 

iit'V ^at 13% of the growth in U-S-A." 
due to economic resources but 
WM due to changes in techno- 
reforms and social iinprove- 
TW* Wtolysia is supported 


Business Nates 

Mukand Iron and Steel 


THE operationing results of Mu- 
kand Iron and Steel Werks 
during the year ended March 31, 
1963, show that both production 
and sales have recorded satisfactory 
improvement, though the net profit 
has not moved up as a consequence. 
The Kurla steel foundry produced 
7,624 tons m 1962-63 as compared 
with 6,280 tons in 1961-62. Produc¬ 
tion in the current year is expected 
to reach 9,000 tons. The wire rod 
project, Kalwe, is making progress 
and is expected to go into produc¬ 
tion in 1965-66. Sales of rolled 
products increased by 47 pdr cent 
and of steel casPngs by 25 per 
cent Sales realisation and other 
income have gone up by 37 per 
cent from Rs 4.76 crores to Rs 6.51 
erores. Gross profit after providing 
deorecialton is higher at Rs 51.7.^ 
laklis compared with Rs 49.92 lakiis 
in the previous year. Taxation is 
provided for at Rs 29-75 
lakhs (Rs 25 lakhs). The pro¬ 
fit after making .the various 
provisions has declined from Rs 
23.42 IgJchs to Rs 21.74 lakhs. Add¬ 
ing to thi?, ‘excess provision in 
previous yean’ amouitting to Rs 
1.47 lakhs, ‘provision for . grattiiiy 
transferretj’ ^ Rs 8 lakha and 'tax 


refunds’ of Rs 3.34 lakhs, the total 
comes to Rs 34.55 lakhs, of which 
the Directors have allocated 
15.30 lakhs to general reserve, Rs 
4 25 lakhs to development rebate 
reserve and Rs 15 lakhs to dividend 
reserve. Out of the dividend reserve 
the Directors have recommended 
the payment of Rs 1.20 per old 
ordinary share, Rs 0,60 per neiv 
ordinary share and Rs 29.94 per 
deferred share, in all aggregating 
to Rs 14.01 lakhs. 

The Directors state in their re- 
port that though billet supipltes im¬ 
proved during the year to 60,841, 
tonnes as against 42,580 tonnes in 
the previous year, they were only 
three-fourths of the company’i en¬ 
titlement. There was a portage of 
scraps since their decontrol in 
August 1962 and their prices bpurt- 
ed from Rs 52 to Rs 65 per tonne. 
Electricity rates were raised from 
May 1 , 1 .1963. There was also an 
increase in excise duty to the extent 
of Rs 15 lakhs during the year- All 
these.^tetprs, together with .higher 
rail .qtc, tended to, push Up 

the cost of production. 

The Company’s subsidiary, tJih 
Ratals ’ Engineering Company, h«. 
ipade goon progress- in the muno- 
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^ 'itgneiiM^ jbr «eX|iittiw|on 

^W''^lm4i^^^a!^o4^. ' ■•; :'' ■■•. ^^•• 

' J!'' '"il!^' ' ^C/t^lrikj^aii 

tn 1 )^ datpfemtint ticco^pso]!-* 
^ l^'tKi^ont' Hemrt hius ur^d 

to ' ^B&introl bjttlet 

auippli#^ are, 
'iHidiwi^ Bi|M^ are the pnncro^ 
jaw 'material fot thjS re*rotmig 
. indua^. Shri ' Bajaij riim^ains mat 
jaarii' poducers ere uain|^ largat 
ijuimtities of briiets tti^^^elves 
without ^vihg a fair'j ^re to the. 
ire-rollere. Hfe suggests' tKat in plan¬ 
ning the Bokaio steel plant, a cer¬ 
tain poiriirih of^lhe billet output 
should be reserved for the re-rollers. 
Shri. BajaJ again.draws- tW atten- 
tibn of Govenurient to the discrimi¬ 
nation that exists between the main 
producers and the le-rollert in the 
matter of conversion charges, rail 
freight "etc, and pleads few its re¬ 
moval. ■ Hie also suggests the pay¬ 
ment of cash export subsidy to re- 
rollers a6 given to the main pro¬ 
ducers as an incentive. 

Regarding the conversion of de¬ 
ferred shares, the Chairman states 
that one ma|or obstacle is the fax 
liability on the deferred share- 
holders. The revenue,.. Board has 
held that the national gains arising 
on conversion will be subject to tax 
but has not agreed with the sugges¬ 
tion that the profits arising out of 
aalci, of ordinary shares acquired 
in lieu of deferred shares should be 
treated as capital gains. The defer¬ 
red share of the paid-up value of 


HbM IBIetriaiiealk'''''. ^ ' 
gAjkx ’ EliimiCAtS Vve ««• 

. prmiuve resuj^.to ihow '&>r the 
year ended March SI, 1963, .Sales 
turnover and prahts have improved 
sttmtantially during the year. Sales 
of’'.various products wlm* qp from 
Rs 2.84 crores to Rg 3.58 crores, by 
'2&*per, cent' Profits before pfovi- 
sions itaouMei to Rs' 24.87' lalclis 
being '69 per cent bigd>er. than the 

{ itevious )^ris figure-of Rs 14.73 
akhs. Taxation provision is raised 
from Rs 6.25 lakib to Rs' 14 la^s. 
'Profit after provisoAs came to Rs 
lO.Sl lakhs compared wid) Rs 8.38 
lakhs'in the previous year. The net 
profit margin remains mote dr less 
unchanged at about 3 per cent. 
Allocations include development re. 
bate reserve Rs 13,006 (fC» 25,000) 
and general reserve Rs 4.05 • lakhs 
(Rs 2.32 lakhs). A sum of Rs 6 
Idkhs is transferred to dividend re¬ 
serve from which the Directors have 
recommended a preference divi. 
dend of Rs 47,983 at Rs 6.50 per 
share, ordinary dividend of Rs 4.73 
Jakhs at 10 jier share and deferred 
dividend of Rs 73,777 at Rs 4.27 
per share. The dividends aggregate 
Rs 5 97 lakhs as against Rs 4-13 
lakhs in the previous year. 

The Directors state that the de- 
mafid for transformers has. improved. 
Hind Lamps in which the Company 
has 50 per ceiU interest has not been 
granted foreign exchange (o expand 
Its production. ■ The Tariff Commi'.- 


«»1liba ’ |iacc« ' 
and'H^resceiit tubeg'li 
.'Company has plmif toicanttriieC'^ 
instirunient jlactory it' Poomi.. ''^i ‘-i' 


Shri'Kpmabiayhh Ba|a|, 






mM of the Company, points 
thm until ,the preamn output .ol 
and tubes may he sufficient to 4 
Uie immedtate.needs, with iipluifii^ 
lisation and elecpificatioti fire ,i>hb . 
mand wfll increase iuJd «idp»,,,.>b* 
rate of . growth-of the pswt Si. dr 3 “ ; 
years is maintained, thbre ml^ W. 
a shortage after, some time. j 

Bajaj therefore, suggests an. hpdmo- ,>' 
diate expansion of the manuf^s^'ilng 
capacity lor lamps and componiOIttil 
and particularly the lattef,, In VifW i=i 
of the shortage of foreign ekchaiil^ t 
the lamp factories should be fnw i 
ed on a double shift basis aitiimi^ 
it. might mean earlier rehabilitate 
of machinery. In his Upinion, fW 
rnanufacturo of fluorescent ' tubes, 
should be left to large-scale tnabu* 
facturers only, > as it would not he 
possible or economic for the amdh 
scale industries to produce boffi... 
fluorescent tubes and glass tudritig 
together. 

Mtethiir Ohtnnkmb 

I^ETTUR Chemical and Indns- 
trial Corporation doubled its ,, 
rated capacity for caustic aoda 
ir<»n 20 tons 6o 40 tons per day 
during the year, ended March 31, 
1963 and production reached an 
all-time high of 10,380 tons. Pians 
to expand thy capacity furtlwr 
from 40 tons to 100 tons per day' 
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, wilii the tanction «{' 

loon <»f R» 97,30 
nipet loan of Rs_ 42.70 
by the Industrial Finance 
^i tC^K^ration of India. Production of 
' ^Wching powder and other cheini- 
Waa well maintained. Sales of 
'tanutic soda and liquid chlorine 
aiqiWi brisk tbioughout the year. The 
Company was able to move liquid 
chlorine in bulk in tank wagon 
I lots for the first time in India. Pro- 
[■V juction and sales of vegetable oils 
'■ and soaps were very satisfactory 
and impressive during the year and 
; ' l^her than in 1961-62. Proposals 
f r the import of plant and machi- 
nery for the manufacture of orga¬ 
nic chemicals are under discussion 
The Company intends to issue 
further capital of Rs 60 lakhs in 
equity shares and Rs 30 lakhs in 
pi^rence shares. 

To meet the requirements of salt, 
the Company will establish a new 
salt factory at Vedaranyam for 
which the State Government has 
made available to the Company 
about 3,500 acres of land. It is 
' proposed to produce 2-iakh Ions of 
Mit every year and also to recover 
valuable chemicals occurring along 
with salt as by-products. 

The year’s working after provid¬ 
ing depreciation has yielded a pro¬ 
fit of Rs 29,82 lakhs rompared 
with Rs 19 71 lakhs, showing a 
rise of about 51 per cent. Sales 
were up by nearly .33 per cent from 
Rs 1.50 crores to Rs 2.01 crores. 
The profit margin increased from 
13.1 per cent to 14.8 per cent From 
the profits of the year, mam allo¬ 
cations were ; development rebate 
reserve Rs 2.50 lakhs (Rs 10 
lakhs); taxation provision Rs 7.50 
lakhs (Rs 2.85 lakhs); general re¬ 
serve Rs 1.60 lakhs (nil) The 
• , Company is not liable to pay SPT 
because of the recent expansion of 
its capital base. Preference dividend 
gets Rs 1.56 lakhs. The equity divi- 
„ dend is maintained at 12J per cent 
. absorbing Rs 8.7.3 lakhs. The net 
; ewmings after taxes per ordinary 
ffaare amounts to Rs 1.48 which 
0 i(|ifqveis the ordinary dividend 1.2 
' times roughly. At the current mar-. 

‘I of about Rs 13, the yield' 

V work# out to 9.6 per cent taxable. 


K Inl^ Cements 
j’ jjmDIA Cement’s output of clinker 
f. and- cement was below the rated 
in ‘tite y«ar ended Marcn 
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31% ^ lo 

of oiiie of the kilda lor some time 
to effect major rqmlrs. Production 
during the current year is, how¬ 
ever, reported to be satisfactory- 

Cement sales during the year 
showed a small rise cf Rs 5 lakhs 
at Rs 3.95 crores, but the net pro¬ 
fit declined from Rs 51.29 lakhs to 
Rs 48.83 lakhs. ITie Directors have 
transferred Rs 10 lakhs from Gene¬ 
ral Reserve to supplement the net 
profit and other incomes in order 
to make allocations which include: 
transfer to rehabilitation, research, 
modernisation and development re¬ 
bate reserve, net, Rs 3.53 lakhs and 
provision for taxes Rs 24 lakhs 
(Rs 23.50 lakhs). Preference divi¬ 
dend at 6.66 per cent absorbs Rs 
2.22 lakhs. Ordinary dividend is 
reduced from 12 per cent to 9 per 
cent on the increased capital and 
absorbs Rs 26.75 lakhs (Rs 26.93 
lakhs) 

The Directors complain that the 
increase in the retention price for 
cement of Rs 2.75 effective from 
June 1, 196.3 does not fully cover 
the actual incieasc in costs .since 
November 1961 when the Govern¬ 
ment last fixed the retention pnees. 
The coal subsidy scheme applicable 
to those units receiving coal by the 
■sea-cum-rail route has not worked 
.satisfactorily as the rate of subsidy 
fixed IS fax below the actual ex- 
jwnses incurred. 

The erection of a new plant at 
Sankerdrug, which will raise the 
rated capacity to 7-Jekh tons is 
nearing completion and production 
will commence by September end. 
The Andhra scheme for a 2-lakh 
ton unit is proposed to be taken up 
in 1965. 

Engel India Machine* & Tools 

IT is the plastics mdu^ry that will 

benefit from the formation of the 
Lngel India Machines & Tools 
Limited Calcutta, with financial and 
technical collaboration of Me.ssrs 
Ludwig Engel K C of Austria for 
the manufacture of 300 machines of 
different capacities and 200 moulds 
every year. Announcing this to 
pressmen and members of the Plas¬ 
tics industry this week, Shri Rana- 
deb Chaudhuri, Chairman .of the 
company, Said that die construction 
of the factory is going according to 
schedule and is expected to go into 
production by about the middle of 
next year. 



The ^.authaihKd'‘tsaipM 
company k Rs 1 ctjcwe dot of whififa. 
Rs 20 lakhs ace takea <M«r by idle 
Collaboraton and Diracton, thg 
remaining proposed paid-up cajrital 
of Rs .30 lakhs is fully unsferwritUm 
as follows: Rs 2^ Iddu by LiC 
(also subscribed), Rs S lakhs each 
by IFC and West Bengal Financial 
Corporation and ■ the remaining 
amount by various banking and in¬ 
surance compames. The IFC also 
sanctioned a loan of Rs 25 lakhs 
to the tiompany. Shri Chaudhuri 
said that an the members of the 
plastics industry were anxious to 
participate in the equity, the .com¬ 
pany would request permission from 
the Government for making firm 
allotment to them, out of the pro¬ 
posed Rs 27^ lakhs of public sub- 
.scription which would he made to¬ 
wards the end of the year. 

Union Carbide India Limited 
has been appointed as the sole sell¬ 
ing agents, throughout the country 
for the company's machinery. An 
agreement was signed with the col¬ 
laborators reserving certain terri¬ 
tories for export of machines by the 
Indian company and would thus 
help to earn foreign exchange. 

Market 

Thursday morning, 

'jPHE inter-bank call money rat* 
slumped further during the 
course of the week to 1 per cent, 
the rate which prevailed a month 
ago. The intervention of holiday* 
to an extent accounted for paucity 
of business and absence of ^mand 
from usual quarters. But the major 
factors underlying the easier trend 
are the sizable contraction in bank 
credit and steady growth of bank 
deposits. During the week ended 
August 16, bank credit declined by 
Rs 6.32 crores while bank deposits 
rose by Rs 17.76 crores. In Cal¬ 
cutta too call money earns hardly 
1 per cent. 

With a larger inflow of funds, 
scheduled bemks reduced their 
borrowings from the Reserve Bank 
by Rs 2 79 crores during the week. 
Although their balances with the 
Reserve Bank fell by Rs 2.86 crores, 
they aumiented their cash balan¬ 
ces by si' iS7 crores, increased 
their call and short-notice advance* 
by Rs 3.93 crores and, above all, 
swelled their investinents in Gov- 



"SI38 ' 

' dMMiM. I ' », 

' ‘Mr«iea'’‘'iauti»eiM is but Dtu^' 
pi^Bing «ttsoltom a£ ilack 
aeasoB. Gempariid to ^ihe position a 
mondi ago, bonks are tioW rela' 
lively Comtortabk in that their 
total aiivancos and purchases of bilie 
are lower b)^>Hs 19.42 crores, their 
deposits are ' I almost maintained, 
their borrowings from Reserve Bank 
are negligible, and their invest- 
mtenls have gone up by Rs • 33^40 
crores, although on the miber side, 
their ca^ and balancoa have de¬ 
clined by Rs 17.31 crcwee and their 
borrowings have increased by Rs 
5.56 crores. 

The increase in resources of the 
banks has not, howeven,, found re¬ 
flection in the Treasury Bills tend¬ 
ers opened on August 27, The 
amount offered *as only' Rs 2 
crores against Rs 2 crores asked for. 
But intermediates sold from August 
21 to 24 were considerably higher 
at Rs 7.19 crores as against the 
last sale of Rs 1.43 crores only. It 
appears that the excess funds of 
banks and other institutions have 


bcoii' ‘^4% 

ed huuHket -— resulting i»" we t»n- 
sirtently nsing te«nd therein-***» 
the ob^us reasons «f encashability' 
at any time and relatively hi^er 
yield. It is hut natural that baidta 
should show a prefcrenre for liqta- 
dity in investing their surplus funds 
.so as to be able to avail themselves 
of more remunerative uses as and 
when opportunity arises. The de¬ 
mand for giltedged will, ,,therefore, 
continiie„as long as call loans dp 
not fetch attractive returns, which 
in turn will keep the call loan 
rates easy. 

The Reserve Bank’s statement ib^ 
the week ended August 23 shows 
that notes in circulation have fug- 
ther contracted during the week by. 
Rs 27.69 crores (Rs 10.50 crorn 
during the previous week) of which 
Rs 15.16 crores are absorbed by the 
Banking Department and the re¬ 
maining Rs 12.53 crores have gone 
back to the Issue Department. Rupee 
securities in the Issue Department 
are lower to the extent of Rs 14.20 
crores This week once again the 
Bank’s investments are down by Rs 


liOli'-ftiloire* attd 

ingsiiave also declurtd % R« V3^'- / 
crores aocouating for an aggreg^ > 
fall of Rs S8.03 crores in the, bold* ! 
ings of securities and Treasury Bills, 
Central and State GoveritiiiMtts^ ;' 
borrowings have increased by 1^ ; 
4.85 crores, hut this is made upr4^ 4 
the rise in their deposits of Rs ‘6,38 , 
crores. Scheduled banks have opt 
increased their borrovvings beyond a 
negligible amount of Rs 5 lakhs^^ 
but, on ihe ottier hand, (ti4«y iuwe 
added to their deposits by lls 12,93 
crores. The major cause for, thp 
depletion of the Bank’s securitloi . 
thus seems to be the withdrawal of 
deposits bv “Others” to the bine ,<4 
Rs 42 09 crores. Although foreira 
securities are down by Rs 80 lakm, 
balances held abroad are higher 
Rs 4.07 crores causing a net in- ; 
crease in foreign assets of Rs 3.2t 
crore.s. 

Government securities continued 
buoyant during the week and price# 
of several loans were marked iq». 
The 3 per cent Conversion Loan 
improved to Rs 6-1.50. T^is fittn 
tendency is likely to persist. 


Foreign Exchange 

Syndicate Bank with its network of more than 
186 Branches is ready to look after your Foreign 
Exchange Business requirements, such as 

Negotiation and Collection of Bills and Cheques 
Issuing Letters of Credit 
Remittance to Foreign Countries 

Advice on Export & Import Business, Exchange Control etc. 

Leave your worries in our experienced hands! 

SYNDICATE BANK 

The Cahara Industrial & Banking Syndicate, Limited 

Udipi, Souitli Kanara. - 
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BiUnUNa REXbBNB 

{Rs croTts) 


’'H'Y, 


fM 



ItATIfTICi 

D»Ex innoKit or vmatmuuB 

(Bate- 19M-S3=ii00) 




>Vlimi6rv« Bank' 

\p>\ , ; ’ 

.Aug 23 

Aug 16 

diily2« 

Aug 24, 
’02 

"t 

• 'Note circulation 

2208 74 

2236.43 

2208 91 

2029 06 


Rupee cola 

121.83 

119.36 

120.08 

122A1 

3 

'Deposits 
(a) Central Oovi 

65 04 

57.36 

149.27 

50.07- 


(b) Other Govts 

15.19 

16.56 

9.11 

11.02 


( 0 ) Banks 

101 61 

88 63 

85.87 

108 J22 


(d) Others 

160.25 

203.12 

209.63 

173.84 

« 

Foreign securltiee 

1 89.46 

90 26 

, 96.26 

88.84 

' 6 

Balance abroad 

8.35 

4 28 

6.56 

5.06 

.6 

Rupee securities 

1907 12 

1921 32 

1901.31 

1722.50 

7 

Investments ■ 

223.31 

254.41 

331.66 

266.97 

8 

Loans and advances 
to Govts 45.03 

4017 

56.33 

34.01 

9 

Other loans and 
advances 

156.14 

141.46 

129.70 

132 96 

Sohedulod Banks 

Aug 16 

Aug 9 

July 19 

Aug 17, 
’62 

1 

Aggregate 
deposits (net) 

2179.81 

2162.05 

2180.07 

2054.03 


Demand (net) 

957 39 

940 84 

920.15 

797.30 


Time (net) 

1222.42 

122121 

1259.92 

1256.67 

2 

Cash in hand 

59 08 

51.50 

52.06 

53.68 

3 

Balance with 
Reserve Bank 

84.67 

87.43 

103.32 

92.31 

4 

(2)-4(3) 08% 
of (1) 

6.59 

6.43 

713 

7.11 

5 

Borrowings from 
Reserve Bank 

0 32 

3.11 

0.47 

1.00 


(a) Against usance 
bills and/or pro¬ 
missory notes 

195 

0 09 

0.01 


(b) Others 

0 32 

116 

0.38 

0.99 

* 6 

Advances 

1209.30 

1273 42 

1287.54 

1207.41 


(a) State Bank . 

245 60 

248 43 

252.83 

259.27 


(b) Others 

1023 70 

1024 99 

1034.71 

048.14 

7 

Bills discounted 
(a) Inland 

163 97 

163.48 

160.98 

129.64 


(b) Foreign 

47.96 

60 66 

5214 

47.44 


(c) Total 

211 93 

214.14 

213.12 

177.08 


(i) State Bank 

16.27 

15 81 

16 46 

14.72 


(U) Others 

195 66 

198.33 

196.66 

162.36 

8 (fl) + <7) as% 
of (1) 

6745 

68 80 

68 84 

67.42 

.9 

jnveetment in 

Govt Securities 

730.48 

716.13 

697 08 

660.22 

ip ‘ 

(9) as % of (1) 

33.61 

33.12 

31.98 

32.58 


Bombay Money Bates 

(Per cent per annum) 


!*•*, ' 

cmt money 
? tjfWa Banks 
Det^ts 

^|5u?'Sewn aays 
I’nij^SPhre* siontfae 
f' .u ,,|Kx nwatlu 

' 'tjs 'Sj I , J. 


Angle 


3.00 


" 3,76 


AngB 

2.79 

3.00 

3.75 


July IB 

0.8D 

3.00 

3.76 


Aufl?; 

1.80 


AOO 


3.75 


mr 

I 


MONTKttY „ AVaiU.i&*'' ', 
July‘lB63 'Jua«lBS3 JuiylBOS' 

m*,' ms'"’' 

1124 107JL 

108.5 mji 

im.0 

•laO.B 1274 

IOOjB 1S5;3 

147.1 lMi7 

187.B mi 

1T8.B me. 

1104 B84 

116.8 Bi.9 


187.8 

115.0 

109.7 

141.2 
1316 
151.6 

148.2 

183.8 

188.2 

118.8 
115.9 


Group and Sub-group 
Feed ArHelet 
Cereals 
Pulses 

Fruits A Vegetables 
MUk A Ghee 
Edible Oils 
Fish, Eggs & Meat 
Sugar & Our 
Others m 

Liquor and Tobacco 
Tomcoo 

Fuel, Power, Light ft 
Lubricants 187.1 187.1 

Industrial Raw Materials 188.5 138.7 

Fibres 1801 133.6 

Oilseeds 165.7 1526 

Minerals 93.4 9^.4 

Others 125 2 125.2 

Mannfaetureo ISO.5 180.5 

Inteirniedlate Produeto 146,2 18B.0 

Finished Products 129.0 '' 129.1 

Textiles 126.4 127.2 

Cotton 136.2 135 3 

Jute 97.B 101.3 

WooUen 150.9 142.7 

Silk & Rayon 136.3 136.9 

Metal Products 163 0 161 5 

Chemicals 117.2 117.3 

Oil cakes 169.8 166 6 

Machinery & Transport 
Equipment 123.8 123.2 

Others 128 4 1281 

All Commodltteu 135.4 1884 

Cotton Textile Industry 
(Mill Sector) 


128.8 

138.8 

130.2 
1664 

93.4 

125.3 
12B.8 

142.6 

127.2 

128.6 

129.4 
116.6 

141.3 
129.7 

160.5 

116.4 
157.1 

117.6 
125 6 

1294 


Feb ’63 Jan ’63 Feb ’62 


Production 

Cloth 

(Miliion yds) 
Yarn 

(Million lbs) 

Stocks* 

Cloth 

(Million ydi) 
Yarn 

(Million lbs) 

Consumption of 
raw cotton by 
textile mills 

(Lakh bales) 
Indian 
Foreign 
Total 


369 
148 7 

280 9 
16.2 


410 

162.5 

423 5 
22 0 


396 

1507 

300 7 
164 


1962 

(Average) 

416 
71 6 

472.2 
22 3 


Source I 


3.86 3 88 3.70 3 87 

0 69 0.90 0 79 0.82 

4.55 4 78 4 49 4 69 

* At the end of the month or year 
Textile Commissioner, Government of India, 
Bombay. 


Cloth Production 


Coarse 

Lower jne^lum 
Higher mraium 
Fine 

Superfine 
Total 
Source I 


Textile 

Bombay. 


(Million 
Feb ’63 

Metres) 
Jan '63 

Feb ’62 

1962 

60.9 

70.2 

54 4 

(Average) 
63 4 

107.8 

1172 

117.6 

117.0 

129.6 

114.9 

158.8 

162.0 

16.8 

19.5 

13.2 

16.4 

22.0 

22.9 

18.2 

2l.l ■ 

337.1 

3747 

362.3 

.380.0 

Ooinmissionetr Government 

of Indih, 






’ ‘f \ > • 

(^HtMWM Good# 

l£$»(|pa Tootilni 


Mn metre* 


'' Vemtsbie' On' Products 

u-‘' 

SeWlUg Machitte* . 

Xleotric Fans 
Raw HaMrUla and IntermeAlrte Goods 


*000 tonilM 
*000 tonnes 
’000 units- 
"000 units' 


GStnent 
Chemicals 
Sulphuric Acid t 
Caustic Soda 
Soda Ash 
Coal 

S ite Manufai^res 
on^fenous metals 
Copper^ 

Aluminium 

Lead 

Painu and Vartiishes 
Iron and Steel 
Pig Iron 
Steel Ingots and 
Castings 

Semi-finished Steel 
Finished Steel 

Capital Coeds 

Machine Tools 
Diesel Lngines 
Electric Motors 
Power Transformers 


.’poo tonnet 

'000 tonaea 
'000 tonnea 
’000 tonnea 
’000 tonnes 
’000 tonnes 

.Tonnea 

Tonne* 

.Tonne* 
%00 Kg* 

’000 tonne* 


’000 

'000 


tonne* 

tonnea 


Value Rs '000 
Units 
•000 H P 
•000 KVA 


m 

J*® 


1962 

V s 


•63 

, *63 

' P*o. ■ 


“Oct 


1961 

r < 

374v7 

378.8 

1 

381.1 

350.2 

362.3 

391.2 

324.6 

339.6 

‘311.S 

491*0 

304.0 

329.9 

27.4 


570.7 

: 452.1 

172.4 

^.5 

507.0 

236.8 

..we 

23.3 

293 

33.5 

19 4 

27 3 

' 36.5 

97.3 

97.3 

100.2 

II 

106 1 

644 

92.7 

88-7 


813.5 

868.4 

77|3 

1 

1 

.;i9.8 ' 

662.3 

186.9. 

43.0 ^ 

47.3 

45.7 

43.6 

34.0 

34.9. 

9;« 

' 12 2 

12.0 

m 

10 9 

9.9 

roo 

18 2 ' 

22.5 

22 0 

207 

20.2 

16.3 

14.7 

5,643 

5,844 

5,831 

5.800 

5,032 

4,844 

4647.6 

94.4 

103 1 

104 2 

101 4 

90.9 

90.8 

80.7 

750 0 

436 0 

86$ 0 

830 0 

825 0 

820.0 

727.3 


5.000 

4.500 

4,500 

4.098 

1,894 

1325,6 

254.0 

' 382.0 

260 0 

310.0 

240 0 

140.0 

305.4 

4,550 

4,045 

3,420 

5,710 

5,800 

5,275 

4846.4, 

— 

536.0 

536.0 

53&0 

528 8 

399 7 

414.4 


480 4 

480.4 

480 4 

464 7 

375.7 

337.2 

..w. 

93 5 

93 5 

93.5 

85 5 

79 4 

100.5 

' — e 

353 6 

333.6 

353 6 

342 9 

273.8 

238.8 


11,515 

10,282 

11,183 

8,939 

9,084.6 

6335 t 

4 J 07 

4,271 

4.539 

4,304 

3,473 

3,235 

3702.7 

91.7 

97 6 

102 6 

87 7 

66 9 

78 4 

69.0 

183.8 

243 6 

217.1 

220.9 

137 5 

192.7 

148.6 


.1 


, , , 

107 . 3 . 
io.» : 
*8.2 ;: 

■410.t , 
18.8 

‘ 2-3 v:- 

^.0 ,/ 

■ '3286'''"- 

31.1 

035.7 ' 

541.7 ^ • 

1467 , 

144il' ^ 

128.7 . 

ll'll,. , 

10011 . 
1001 
• 29.9 
76 0 


* In million yd*. i 

Source : Central Statistical Organisation. Government of India, Calcutta. ' .. 


Coal Productfon and Despatches 


(Monthly Averages or Calendar Months) 

{’000 Metric Tons) 


1963; 

April 

Raisings 

5,696 

Despatches 

4,949 

Stocks at 
pit head 
4,267 


March 

5.806 

5,229 

4,086 


Feb 

5,643 

4,734 

4,099 

1962: 

April 

4,997 

4,460 

3,731 

1962 

5,129 

4,573 

3,483 

1961 


4,675 

4,190 

8,290 

1960 


4,384 

3,860 

3,458 

1959 


3,984 

3,522 

2,729 

1955 


3,236 

2,789 

2,685 

1951 


2,915 

2.473 

2,824 

SoiUreo 

: Ministry of Mines and 

Fuel, Government 

of India 


Working Class Cost of living Index 


{Base adjusted to 1949=100) 

1962 



May '63 

April''63 

May ’62 

(Average) 

Gauhati 

NA 

111 

111 

112 

Ahmedabad 

NA 

NA* 

122 

122 

Madras 

150 

149 

150 

150 

Bombay 

143 

142 

144 

145 

Bangalore 

NA 

NAt 

152 

153 

Kanpur 

105 

105 

103 

107 

Calcutta 

128 

126 

119 

120 

D^W 

NA 

■ NAt ■ 

127 

130 

All-India 

NA 

131 

129 

130 


* The figure for March '63 is 118 
t The figure fdr Feb '63 is 151 
^ t 1^0 figure for Feb '63 is 130. 

Smi^ t Central Statistical Orgarsisation, Cabinet Secreiariat. 


Production of Petroleum and! Petroienm FMdoettt 

(’000 Metric Tons) „ 


April '63 

Mar ’63 

April '62 

1962 ' 
(Average) 

85.1 . 

Crude Petroleum 
Petroleum products 

less 

128 0 

74,9 

Light distillates 

U3.2 

128 2 

84.2 

'■fi6.8 

Kerosenes 

112 9 

117 3 

82.5' 

97<3 1 

Diesels 

158 3 

181.3 

135 2 

140.3 

Lubricants 

22 

3.1 

0.9 

2,1 

Bitumens 

32 9 

31.7 

33 2 

30.7 

Heavy ends 

184 7 

203.3 

136.8 

162.9 , 

Other products 
Total of petroleum 

68 

10 3 

90 

lp.7 

products 

6U.3 

675 2 

481.2 

549.8 

Source 1 Ministry 0 f Mines and Fuel, Government of India. , 


J(dnt Stodk Companies 

New Registratian* and Llquidatitme 

(AU Amourits in Rs Lakhs) 

April ’63 Mar ’63 April 12 1962 

(AvemgeT. 

Incorporated and 


registered 

No of companies 

92 

129 

146 

128 

Authorised capital 

10,32 

21,34 

17,86 

25.82 

Ceased to work 

No of companies 

62 

48 

84 

94 

Paid-up capital 

52 

25 

88 


Over.-all variations 
in paid-up 
. capital of all 
eonspanies 

+38,82 

+ 7,59 

+3,66 

+ iar83 


Source i Department of- Cbihpfn]' Ijaw Adminiatratioiir , 
Ministry of Commerce aaid Industiy, GovUenmeiAi 
of India. 
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and tliV Law 
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'tlilE^NCE Minister O^tvwi’s eutciitent'' 
'»'w«8one for rf»e militaiiy debacle animt the Cfahteed hwt yewf * 

cusaed in the next editorial) faighU^tg die things that aeM to 1*9 
done to answer effectively a renewed attack frotn aerpn the 
borders. But the threat from Chios is not piere^ military snd iliw^ ^ ; 

more than our territcHial mt^pty has to be degraded. U ' ' 

gency has increased our vigilaiice on the military front, has M tngdh., 
us negligent in other directions? This doubt is raised i>Y the Su{>toihe ; 

Court’e momentous judgment Isst.wedk on the DiSenoe of India, * - 

Technically, the Court did no more than d^ne what it conSidaMd 
the true set^ of Article 359 (1) of the Conatitution and, in whet, \i 
reject the 26 petitions against the Defence of India Act filed before ' r 
It. But the implications of the judgment go far beyopd the Ikto of 
these petitions and deserve the dame earnest and immediate consida* ' ^ 
ration of Parliament and Government that fhe report on die army’s 
failure in NEFA diould be getting at the hands of those responsible for 
preparing the military defence against China. .j f 

Interpreted legally what the Supreme Court |&dgmen^ has esta*, 
blished is that rights exist, only to the extent that th^ can he entor^. ' 

The principal contention of the petitioners was that tfao^l^dhoe ot 
India Act and Rules were void because they ioiritig^ Articies |4,^ 21 ' > 

and 22 of the- Constitution. These Artkdes ^aroatee ^ die rirat to 
equality before law,, the ri^t not to be deprived of Kfe. pr liberty 
except according to procedure established by law and the right, ip case 
of arrest, to be informed of the grounds for arrest and to be produoed' 
before a magistrate within 24 hours. 

Article 358 of "the Constitution, under which the Dehnce of 
Act and Rules nre enacted, empowers the Slate to utohe any law tto 
take any executive action it considers nepesaary •whjtle a proclamal^, 
of Emergency is in operation even if sudi a law or act infringe# ^ i 
rights guaranteed under Article 19. Article 19 guaranteea the 
to freedom of speech and expression, to assemble peaoeafalv, to wn^ 
associationa, to move freely throughout India, to reside and settlo*'^ 
any part of the aiuntryi to acquire and diepoee pf property aiad M 
practise any profession or occupation. These, then,-are Uw rhilMs vhhjb . ' j,| 
are explicitly suspended by the Constitutioti dicing tlm ’EmeTy^qy, 

Tliere is no mention of Articles 14, 21 and US tti h®®E sitwUriy’ 
suspended. ‘ ,< ♦ ^ 

Article 359, ^however, empowers Ae R’'®*‘denit,__,^tofajj^ 
tton td Efflenpapity. is in operation, to suspend ^ - / 

move Ae court#’ for .enforcement of anv or all ’Ae^^maBMAtel 
guaranteiiid in Part ill of Ae .CqnrtitutioH. 
issued,in connection wjA _tHe presBot £merieBtipy’[''-li|J|^ 

Ae right’ totniwf Ae courts fpr enforcement ofrAnBc««,.Jfk >],/%'* 

'So we'liif^__a’^,MioB where thouA' unlthe Aiilfc'fe 


and 22 'wP'nBOt saipended, Ae pAyer of Ae q 5 MA-"to'*eili«^; 

' AoA 'ArtHdes' I !*,' .^Ttp'Ae .Oxtepl A**, AeA 
W'•igSSh-ihigito 'fppA' ^ 
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but to the *irte»t 
tl^t enlForcfement o{ tbetie Articlel 
, the (iouTts J| barred by the Pife* 
8i4entiai orifer (which, iiticuleiit- 
aJiy, has to be laid before 
ParlumieTit but not approved b> 
it) the courts cannot be moved 
to redress tire State’s actions under 
the unoonstitutional Act and Rules. 
During the Emergency, therj|pre, 
not merely the rights guarOTRc'cd 
undfer Article 19, but,^ effect, all 
Fundamental Rights become inope- 
raliive for the rea.son that the eiti- 
zen is deprived of the means of their 
enforcement, It is worth noting 
that all the 7 judges, including 
Justice Subba Rao who dissented 
with the majority judgement, ag¬ 
reed with this conclusion. 

The judges differed on another 
question: whether or not Article 

359 of the Constitution took away 
the statutory power of High Courts 
under Section 491 of the Criminal 
Procedure Code to ordei the release 
of anyone illegally detained. Justice 
Subba Rao, in his minority jpdge- 
ment, held that it did not. 

It Ls possible to aigue that ih*- 
right which a citizen .seeks to en¬ 
force under Section 491 of the Crimi¬ 
nal Procedure Code is the common 
law right of private oi jiersonal 
liberty — a right which can be en¬ 
forced against all, including tlie 
State. If that is so, it may be argu¬ 
ed, it is outside the scope of the 
President’s order under Artalc 359 
of the Constitution whidi affects 
the enfoicemcnt of Fundaiiiental 
Rights only. 

The majority of the judges did 
not agree with this and maintained 
that ’’the prohibition contained in 
Article 359 and the Presidential 
order will apply as much to the 
proceedings under Section 491 as 
to riiose under Articles 226 and 32 
of the Constitution'’ Further, "it 
is deal that the content ol detenu's 
right to’ challenge the legality of 
his detention which was available to 
fiim undei Section 491 prior to the 
Constitution has been enlarged by 
the Fundamental Rights” Hut has 
it also been merged in the Funda¬ 
mental Rights? It is true that m 
our Constitution there is no provi¬ 
sion corresponding to Article IX of 
the American Bill of Rights. But 
tite.re is no provision to the cont¬ 
rary either that the Fundamental 
Rights enumerated in Part III ex- 
hMUft alt rights of the Individual. 


Th» may he a fine Itegal point. 
The vital coteeqtiehce of the argu¬ 
ments befwe the Supreme Court 
hag been to establish beyond doubt 
that the Defence of India Act 
and Rules are unconstitutional a.-* 
they contravene Article 22 of the 
Constitution. This was accepted by 
all the judges and conceded by the 
Attorney-General, tlie highest legal 
officer of the Government. In the cii- 
cuinstaiices, the Court’s helplessness 
to protect the individual against the 
application of an unconstitutional 
law cannot, surely, be considered 
the end of the matter. The Supreme 
Court's decision places a heavy res¬ 
ponsibility on Parliament and the 
Govcininent. The Government was 
responsible for framing and Parlia¬ 
ment for approving this unconslitii- 
tioiuil law. This is in eoiitravenUoii 
of Article 13 of the Constitution 
which forbids the State to make 
any law which “takes away or ab¬ 
ridges’’ any Fundamental Right. 
Article 358, under which the De¬ 
fence of India Act and Rules were 
enacted, empowers the Stale to ig 
iiore only Article 19 in a period 
of Emergency hut not the othei 
Fundamental Rights 

Whatcvei the circuriislaiue- ‘jinici 
vihuli the Defence of India Act ami 
Hules were eridcted, now that they 
have been shown to the ultrn 
nirt’', cd the Constitution, the Go\' 
ernnienl and Parliameiu must inow 
with all “peed to undo llieir earliei 
crioi in a mattei which so iilfillv 


concdritt die ba«ic ; prS^Mti|i|^' (ff 
demot^rdiic govermnept* The 
of india Act and Rules have, tn he 
brought into eonforiBity with Atrtjkle 
385 of the Constitution. We call 
einpha.sibe the importance of doing 
this no belter than by quoting from 
Justice Subba Rflo’s judgment: 

"I laniiot, for a moment, attri¬ 
bute to the august body, Parlia- 
riieiil. the intention to make sole¬ 
mnly void laws; it may have made 
the iiresent impugned Act bona fide, 
thinking that it is sanctioned by the. 
provisions of the Constitution. What¬ 
ever it may be, the result is we have 
now a void Act on the Statute Book 
and undei that Act the appellants 
before us have been detained ille¬ 
gally To use the felicitous language 
of Lord Atkin, in this country ‘amid 
the clash of arms, the laws are not 
silent; they may be changed, hut 
they speak the same language in 
wai as in jJeace’. 

"The lendeiKV to ignore the rule 
of law is contagious, and, if onr 
Parlidment, which unvi'ittinglv 
made u void low. not oiilv illows it 
to remain on the Statute Book, hut 
also peiniits it to be administered 
by tile Executive, the contagion niav 
spread to the people, and the habit 
of lawlessness, like other habits 
dies hard Though it is not in\ 

piovinie. I venture to siiguest, if I 
may. that tlie Aet can be amended 
III conformity vvith oui Constitution 
w'lthoiit It losing Its effcctivefipsi. 


Part of the Truth 


'pHL J\ela Enquiry has given the 
country, foi the first tinu sonic 
idc-a of the organisation. eqiii|imenl 
and training of the \uny It is to 
be hoped thai thus marks the begin- 
niiig of a selective and discrumiiat 
mg poliiy to disseminate defence 
mfortnalioii The comjiirtc abseni e 
of such information has so fat 
limited dll intelligent discussion of 
dc-fente policy and stiategy to <iii 
extremely iiariow political and 
military c-ircle which, when faced 
with cntical situations, dernonsti.itccl 
Its inability to think and act in tune 
The senior Army officer {iiic,ulciit 
ally, the only British officei wlio Juts 
voluntarily chosen to Slav back) 
who conducted the enquiry could 
not comment upon or evaluate (in- 
basic premises of our del^ce police, 
since these vrere^ ijeoessarily politi- 


I al and beyond Ills cotnpcU-iit'; ib 
could study onlv the consecpicni cs 
not the causes of the “.state of mih 
tary unjneparedn’e.ss” la.sl veai. 11 
IS now clear that the debacle cun 
be tiaced tci lliree politico-iiillitaiv 
assum]itions all of which piovcd 
wrong- one. fliat oiu counter prcdic- 

into tihinese oc c iqiiPd areas on the 
bolder would tioI be a sufiicieiii 
‘justification’ for the Chmc'sc In 
launch a massivv attack, two, lliiii 
onr eounter-jirohes in Ladakh would 
not ‘call forth' an attack on Xef.i 
though the Chinese had thn-ateiied 
to cross the McMohan Line as early 
as in 1961; and, three, underlying 
the first two, that Peking would 
not openly flout the Moscow line o" 
a friendly posture towards neutral 
nations We expected skirmishes on 
the border, and the army, -therefore. 



nefoMt the Artny cbaki be 
fully ie^eployed to meet the mas¬ 
sive utVa&ion, the Giinese had scored 
their jmint, declared a rease-fite and 
slWled withdrawing. 

Against this background., the 
scope of the enquiry was really 
limited to an evaluation of hois 
the army organisation responded 
to a sudden and challenging 
siiq^tion. The generous sugar- 
coating by the Defence Minister 
and, later, by the Prime Minister 
notwithstanding, there is no doubt 
that the enquiry established the in¬ 
competence of senior commanders 
in the Kameng area of Nefa and, 
by implication, the bad judgment 
of those who appointed these eoin- 
manders to responsible positions 
and, then, denied them adequate 
intelligence and the full strength or 
modicum of unity of the formations 
which they had to lead. The so- 
called Nefa r.orps, including the 
famous 4th Division, was verv 
iTUich under full strength end its 
(ompoiienl units were liastilv 
assembled. 

All this, however, is a matter of 
the past. The main jiurposc of the 
enquiry was not to fix blame but 
to draw les.sons for the futuiv. Now 
the troops are to be trained foi 
mountain warfare and to face 
Chinese tactics, and it is realised 
that “the need of the moment, above 
all else, is training in leadership” 
and to “put right” the higher com¬ 
manders’ e(,n<e]jt of mountain war 
fare. There is nothing basically 
wrong or inadequate with oui equip¬ 
ment, but transport vehicles and 
communications need to be aug¬ 
mented quickly and the automatic 
rifle IS a necessity. A major over¬ 
haul of the intelligence system is 
required. The oiganisation. equip¬ 
ment and training of defence forces, 
however, are determied eventually 
not by generals but by those who 
decide on the jxilitical fundamen¬ 
tals of defence policy What are or 
should be the. revised assumptions 
of our defence policy? On this 
basic issue, there is no (and, under¬ 
standably, there cannot be at the 
present stage I clear indication 

What are we preparing for now? 
I’pto a certain point, there is no 
need to state the objectives clearly. 

4 considerable degree of moderni¬ 
sation of fighting and transport 
equipment is necessary in any 


,event;, it'.jbitd 
bog, never inln4 the rea$iD^ I»h 
provement of oonuQunicaUoha -in 
the -border areas, too, stands op the 
same footing. Beyond this point, 
however, certain essentially politi¬ 
cal assunqjtiona have to bo made. 
That China and Pakistan Will re¬ 
main our antagonists for a consider¬ 
able time can be taken fpr granted. 
But what kind of threat do wfc ex¬ 
pect from them individually or 
jointly’ 'While to be cau^t' un- 


[ptfipmi ,.ia . 

i^iceasltibs# tsathar 
rational aaB«w^<tt of the to 
our bormrs. vnly bu<^ an aaoe^' 
ment can forro the bmie for the 
optimum deployment of financial 
and material resources whidl, 
on the most ^timistic asatunptieHiB 
regarding assistance from ftmndly 
countries, will remain scarce and 
will, for that reason, need to ^ 
highly concentrated <m die most 
ui^nt and essential ta^s. 


Financing Pancha^ats 


pANCHAYATI Raj IS now at 
various stages of implementa¬ 
tion in the States where it is expect¬ 
ed to spread and strengthen the 
spirit of democracy, to infuse life 
into the Plan, to accelerate progress 
in agriculture, spread rural indust¬ 
rialisation and develop co-operation 
— in short to revitalise rural India. 
Kvery one agrees that even for a 
small measuie of success in this 
colo.-sal task, in fact even tor the 
scheme to have a projier star*, cer¬ 
tain pre-conditions are necessary. 
The Panchayati Raj institutions 
have to be worked with elTiciency 
and enthusiasm, which reqiiire.s well 
liaincd. dedicated staff and freedom 
from political influence, .-'nd further, 
the institutions have to he provided 
with lesources sufficient for their 
needs 

Tlie fust is mainly a inattci of 
human propensities, though the 
training imparted and the attitude 
of political parties are also rele¬ 
vant. The second condition has to 
he ensured in the framework of the 
system itself. The legal enartments 
111 the Slates have, therefore, made 
provision for the levy by the Pan¬ 
chayati institutions of certain taxes 
and fees and for the receipt of a 
share of some State taxes. 

Howevei. the Government of 
India considered this a vital ques¬ 
tion requiring detailed and expert 
consideration and aci-otdiiigly ap¬ 
pointed, last year, a stiidv team to 
examine problems of financing 
Panchayati Raj. This team, headed 
bv Shri K Santhanam, has now- suh- 
m I tied its report. 

The nature of financial relations 
in a federal constitution is neces¬ 
sarily complex And in the case of 
a developing economy such as ours 


it is even more so. On the one 
hand, the growth in puhlic revenues 
IS far slower than the grovVth in the 
demand for public expenditure. On 
the other hand, while die heads of 
expenditure are divided between the 
various. layers of Government in 
accordance with their duties and 
powers, the sources of revenire can¬ 
not he divided to ronfurm strictly 
with this pattern of requirements. 
All sources of revenue are not 
equally fruitful or elastic. Reasons 
of administrative efficiency as well 
as the need for balance and uni¬ 
formity, necessitate rather more 
centralisation in the tax collection 
than a strictly proportionate divi¬ 
sion of resources would demand. 
Hence shareif taxes as well as 
granls-in-aid and subventions are afi 
inevitable and imporlaiil part of 
our financial structure. 

The principles on which the San- 
lhanam Committee’s recommenda¬ 
tions are based arise from thesi* 
facts as also from ihe equally com- 
Ijelling consideration that there can 
be no self-government witbont 
measure of self-reliance. The Com¬ 
mittee has therefore suggested the 
levy of some “rompulsory taxes” by 
the panchayats. These are the 
house tax, profession tax and vehi¬ 
cle tax (including a tax on cycles) 
— all direct taxes that are easy to 
administer and fairly elastic. Other 
optional levies are suggested: a tax 
on animals and produce sold in the 
village, a show tax (in addition to 
the entertainment tax), a pilgrim 
tax and a labour tax “to be levied 
when voluntary contribution in cash 
or labotir is insufficient to extx-ute a 
development project”. Tax reform 
has also been incidentally consider¬ 
ed ahd there is a suggestion that 
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Itn inciwt ]eVy that has ihMsn. 
' a«y jbe replaced by 

, ptagtemw taxes”. 

Apart ironi the shares in such 
StatM taxes as land revenue, gene¬ 
rally provided for m Panchayati le¬ 
gislation, the Santhanom Committee 
i^s also recommended the sharing 
of the entertainment tax and a spe¬ 
cial surcharge on stamp duty. The 
Committee has further suggesttsd the 
development of non-tax income 
through the operation of remunera¬ 
tive undertakings. This, however 
is likely to take time and require 
some experience. But the fees from 
such regulatory services as markets, 
slaughter houses, etc, offer immedi. 
ale scope for fuller exploitation. 

With all this, grants-in-aid are a 
necessity and will continue to be 
so. It is in this area that the im¬ 
pact of the Committee’s views on 


ArtUftt tp be. fWt the 

most. A ‘Im^ odnimum mainten¬ 
ance grailP’ aha very nomencla¬ 
ture underlines the inevit^rlity — 
is recommendied for every pancha- 
yat. This grant, determined at the 
rate of one rupee per capita, is to 
be shared equally by the Central 
and State Governments. \ grant 
for pawhayat samitis (block level 
institutions) for mainteiiance of 
staff IS also recommended. The Re¬ 
port further suggests a basis for 
matching grants, now given bv 
States to encourage pandiayais to 
raise resources by taxation. It is 
recommended that an amount equal 
to 15 per cent of collection should 
be given as the matching grant, pro¬ 
vided at lea.st three-fourth.'i of the 
tax demand is collected,- and that 
the grant should be increased hy at 
least 1 per cent for every additional 
5 per cent collected In this whole 


fte«a>i% muy bfc haedw 

iarly to pidi^ ^ ib^- 

ance to b^ward ureas atid tee^His 
of <tbe population. At any mU; in 
actual practise aelectivenesa tad 
prefenential treatment are ntPiu than 
likely tp be important detertninants 
of policy. 

llie Committee does not Stop with 
the coasiderhtion of ordinary finan¬ 
cial arrangements. Probing fuftlier 
into the Tong'term needs of ‘Pan- 
chyats, it has suggested the establish¬ 
ment of a new body — another addi¬ 
tion to the growing number of spe¬ 
cial financial institutions in this 
country. The Panchayati Raj Fin¬ 
ance Corporation, wiUi a capital of 
US’ 1 to 5 crores, will provide long¬ 
term loans to Panchayati institutions 
to enable them to undertake public 
utility services, construction activi¬ 
ties and supply of implements. 


Weekly Notes ' 


MBOSurmg Capmlty 

JJITHERTO the Government’s only 
reaction to criticism of the futi¬ 
lity of the statistics of industrial 
capacity collected by it was to stop 
publishing them in the Commerce 
and Industry Ministry's armnal re¬ 
ports from last year. Last week, 
however, the Ministry of Industry 
released a circular issued by it to 
other Central Ministries and State 
Governments setting out a new pro¬ 
cedure for estimating industrial ra¬ 
pacity. 

Statistics of capacity are at pre 
sent published by the Department of 
Statistics, Central Statistical Organi¬ 
sation, in its “Monthly Statistics of 
the Production of Selected Indus¬ 
tries in India” which also briefly 
explains the basis on which the 
estimates are made. For coal, iron 
ore, coffee, tea, salt and gold no 
capacity is estimated. For cotton 
and jute textiles, capacity is given 
in terms of spindles and looms and 
for the other industries in terms of 
output. Capacity for iron and steel, 
virgin copper, aluminium and elec¬ 
tricity is baa^ on the assumption 
of continuous operation throughout 
the year after making allowance for 
shut downs for normal repairs and 
maintensnee. For certain chemical 
industries the assumption is of three- 
sbift working for 330 days in a 
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yeai and for vanaspati, paper, tyres 
and tubes, alcohol and cement of 
three-shift working for .'100 days. 
For paints and varnishes, carding 
engines, complete ring spinning 
frames, railway wagons, jir< weld¬ 
ing electrodes, wire ropes, steel 
pipes and tubes and cigarettes capa¬ 
city is estimated on the ba-sis of 
two-shift working for 300 days and 
for all other industries on the basis 
of single-shift working for .300 days. 

Existing statistics of capacity, 
therefore, suffer from two primipal 
defects. First, because tliey are esti¬ 
mated differently for different in¬ 
dustries, they are of little use for 
inter-industry comparisons of utili¬ 
sation of capacity. But more im¬ 
portant, since, in most oases, they 
referred neither to the maximum 
technological capacity nor to the 
capacity actually worked in differ¬ 
ent industries, they were worthless 
for industrial planning and licen- 
sing. 

According to the Industry Min¬ 
istry’s circular, industries are now 
to be divided into two categories .- 
(1) those which work continuously 
whether on the basis of 330 or 300 
days in a year or on a seasonal 
basis as in the case of sugar; and, 
(ii) all other industries. In the 
case of' the second category, it is 
proposed that capacity oh the 


basis of maximum utilisation will 
normally be deemed to be the ca¬ 
pacity as assessed on two-shift 
working. 

This should certainly make sta 
listics of capacity more uniform 
and comparable, and thus remove 
the first of the two defects of exi¬ 
sting statistics mentioned above. 
However, how far the new proce- 
dufe will make the capacity stati¬ 
stics more relevant for industrial 
planning is difficult to sav. Foi 
the concept of capaerty rele¬ 
vant for industrial planning is not 
given by a rule of thumb assump¬ 
tion about single or double or tri¬ 
ple shift working. For making 
decisions about now much addi¬ 
tional capacity requires to be 
created for achieving targets of pro¬ 
duction, the capacity estimates must 
indicate capacity currently used 
plus that part of present unutilised 
capacity which is attributable to 
either mortage of inputs or lad: of 
demand. For, to the extent that exi¬ 
sting capacity reihaitts unutilised 
for want of essential jDpqtSt there 
is no need to create fresh ciqiactty. 
Estimates on the basis of two*dt^ 
wdrking will not necessarily give 
us tbia measure capadfy though 
it may be that they wiR ^ approach 
mate to .it more than, estioiatM on 
single shift Working. 






'JpHE. Blibi»ter for rnteroationa} 
Tfade gave some cheerful ^lews 
this werft the joint meeting of 
tlie imjport and export advisory 
toundls. Exports have risen by 
iibout l5 per cent during the first 
four ‘ mon&s of 1963-64; the in¬ 
crease of Rs 32 crores over the cor¬ 
responding period of last year ’s 
equal to the rise in the whole of 
1962.63 over 1961-62. This im- 
provement together with initial ex¬ 
ternal assistance will enable the 
Government to liberalise somewhat 
the import of raw materials, compo¬ 
nents and spare parts for high prio¬ 
rity uses and export promotion, 
after meeting the requirements of 
defence. 

The .statements, both by officials 
and non-officials, at the meeting 
were significant in many ways. The 
increase m exports was considered 
•sati.sfactory but there was no sense 
of complacency, the emphasis was 
rather on further immediate and 
substantial improvement in perform¬ 
ance. The business interests expres¬ 
sed their general .satisfaction with 
the policy of export incentives and 
teceived an as.surance from the Min¬ 
ister that there would be no major 
change in this policy for the rest 
of the Plan. Shri Manubhai Shah 

made n deal, on the other hand, 
that the State Trading Corporation 
would play an increasing role in 
imports, particularly of scarce 
Items on which profit margins are 
high, and that the slock-and-salc 
facilities provided by established 
importers would not be expanded 
beyond a very limited extent. 

All in all, one does get the feel¬ 
ing now that export problems are 
being understood and tackled, 
though not solved, in a realistic 
manner. The modest increase in ex¬ 
ports since last year is of a sus¬ 
tained nature. A significant part of 
the rise in 1962-63 was, however, 
accounted for by exports to the so- 
tailed rupee-payment area, and 
therefore did not fetch any con¬ 
vertible exchange. 

Textile Exports to U K 

LANCASHIRE cotton is once more 
looking seedy. In June, the 
British Cotton Board (Ae indus¬ 
try’s regulating authority) pressed 
the Government to change its poli¬ 
cy so that individual categories of 
textile imports into Britain could be 


reduced (rather idutti. coHtitmmg fhe 
gtenentl import quota system diet 
exists, at present), Rte use of ^CieDt- 
mohwealth’ status for imports could 
be restricted, *anti-dumping’ mea¬ 
sures could be invoked more speedi¬ 
ly, and, ultimately, the Ottawa Ag¬ 
reements revised to deprive Com¬ 
monwealth exporters of their right 
to ‘duty-free entry’ into the British 
market. As is readily discernible, 
the overall aim of these ml^ures 
is designed to restrict still further 
textile imports into Britain, both 
global and particular. 

Whenever in trouble, Lancashire 
reaches for the most illiberal wea¬ 
pons: the demand for complete pro¬ 
tection has on occasions been heard. 
Protectionist measures, of course, 
seriously embarrass the Govern¬ 
ment by infringing the GATT 
provision.s, contradicting any British 
commitment to help the trade of 
developing countries and running 
counter to any attempt to give eco¬ 
nomic flesh to the ‘Commonwealth’. 
In addition, protecting textiles forti- 
lies the status quo in an industry 
not lemarkable for its efficiency or 
competitiveness. Any moves by the 
Government to accept Lancashire’s 
demands bodes ill for India in 
whose economy textiles play a role 
far greater than in Britain. It is 
to be hoped that the delegation now 
despatched (under Shri Kasturbhai 
Lalhhai) by the Indian Cotton Mills 
Federation to London, will be hard- 
faced and stony-hearted, and will 
■Strive to remind the U K Govern¬ 
ment of its long commitment to 
liberalised trade, to GATT and 
the Commonwealth agreements, and 
lesist the unceasing demands of 
Lancashire 

Voluntary Protection 

'pHE British Government’s record in 
this respect is moderately cood 
even if mixed, Lancashire has been 
in decline since before the first 
World War, and (like shipbuilding 
and railways, but unlike iron and 
steel) has proved consistently in¬ 
capable of tailoring itself into a 
competitive form appropriate to the 
mid-twentieth century. Since the 
Conservatives came to power, four 
major crises have ravaged the in¬ 
dustry— in 1951, 1955, 1958 and 
1962. Each blow (coexistent with a 
general weakening in the British 
economy) has reduced its labour 
force, closed some marginal produ¬ 
cers, and accelerated concentration 


|;(wit»8ss steady jgrowfh of Couii- 
aulds in wtural mires), but bos 
also increased the pressure on Bw 
Government at lea« to intervene 
and at most to protect. 

As Lancashire is a Labour strong¬ 
hold, the temptation to Conserva¬ 
tives at election time has been quite 
considerable, even though upem- 
ployment has never been the pro¬ 
blem in Lancashire cotton areas 
that it has been in old shipbuilding 
areas (like the north-east or Glas¬ 
gow). However, until 1959, the 
Government resisted cotton’s im¬ 
portunities, and urged the industry 
to reform itself and become compe¬ 
titive. In a moment of weakness, 
the Board of Trade did suggest that 
‘voluntary’ agreements be reached 
with Commonwealth producers to 
organise some sort of informal pro¬ 
tection for Lancashire — on the as¬ 
sumption that this tacit violation of 
GATT would not be seen as such 
if ‘voluntary’, so relieving the Gov¬ 
ernment of any embarrassment. 
‘Voluntary’ limitation offere.d scone 
breathing space, but was a tempo¬ 
rary expedient, quite inadequate in 
facing the 1958 recession; 1959, 
however, was an election year, and 
with great speed the Government 
pushed through a measure to subsi¬ 
dise the contraction, amalgamation 
and re-equipment of cotton. 

The subsidy involved, however, 
did not simultaneously offer protec¬ 
tion, and did need to be matched 
by rapital from the mills to be 
effective. Consequently, the indus¬ 
try was loathe to commit itself 
while the world market remained 
insecure lest not only the subsidy 
(which was spent) but also tbe re¬ 
serves of the industry were lost in a 
resurgence of imports. In addi¬ 
tion, the short-lived boom in tex¬ 
tiles in 1960 shelved the immedi¬ 
ate need for reform. 

Now, it seems, we are back at 
the beginning of the film once 
more except that the British Ex¬ 
chequer is lighter by something 
over £ 30 million and the new 
Chairman of the Cotton Board has 
raised Lancashire’s bid a little 
higher. Tlie Indian delegation now 
railed to London to help Lanca¬ 
shire stay alive will have to fight 
hkrd to bolster the morale of the 
British Government — particularly 
with a General Election round the 
corner. That is, presupposing the 
Indian mills are eager to fill what- 
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m —'in^i*-'''ttWHsit 'jUdli£k!»'''4^l:^' has dosed 
«ii»p^ii by, np incans* as imqdes-" fijrjs Airport w. Bftifflt planes, and 
' * ipind^e a« might he expected, Nairobi is eatoetted^.^o"*'follow suit 

• »T-l 

. .'YHE: pdUuea , diplomatic and eco- , ^ ^ ^ ^j,jy Ponug^..^, 

^^nomic isolation of South Africa ^^^ritory for transit stopsi -Kenya 

■ «e“a|»y and, as a result, haS also most recently refused to 

, fcgh-Ughte. those countries on whom ^ goath African delegation’ 

South Africa continues to rely for ^ ^ ,j^ jnter- 

,, trading, and military as««tance and „,^tional- Olympic Committee meet- 
purchases. Most rwently, the 'cam- ■ Nairobi.' More forcefully, 

paign to boy^i South Africa has countries have within the 

, received fresh slren^h from the cut'trade relatibas with 

•, .newly independent African states Union, and the • East African 
;, -and th^ir new do-ordinated activities ^ 

both m the African continent and, (Tanganyika 

m various . international, agencies. ^ halved its purchases 

•The role of newlj^ emancipated South Africa). The Mombasa 

Algeria IS crucial m this respect,' liariier this year re- 

and when Kenya becomes self-gov- ^ ^ ^ 

' Etepber this year, it high-lighted -these various for- 

js expected to have a 'sirtiilar im- \ ^ . 

■ pact' particularly if it joins the 

pr.pposed East African Federatian. T^is complex of activities, how- 

' Ali told, since the first UN re- 75^ ‘*ir 

. solution condemning apartheid in w T' 

1952, this year has Men th^ highest '’'f *"• 

score- on points, primarily through ^ the African «P0»; 

the agency of the “black Lrricade'’ hesiUUom of Mr Adia, 

and the African pressure group in Stevem^n speaking. ,„ the Security 
the UN. South Africa has been Council, and senoiisly embarrasses 

cbmpelled to leave thp UJV Econo- 
,• 1010 Commission for Africa and the 
International Labour, Organisation, 
and 18 currently considering whe- 
,iher even to attend the next UN 

, , General Assembly session The Se- . , , 

curily Council fias unequivocally (f-fjOflO million investment) stand 
, condemned apartheid this summer, contrast to . We.sfern 

and, more significantly, called on democratic protestations If it wd. 
its members to suspend arms sliip- P""*''’’’* 

rhentB to South .Africa; the call deregale cogently argued, i' 

lor a irado^ eiphargo was, however. possible to^ Ijoycott South Afni^. 

, 4efcated.. All this has helped l>> The African States cannot sue- 

clarify Americati altitudes so far as ceed alone in straining the South 
to suspend^ arms shipments to. Souui African economy, let alone in over- 
Africa as from December (but not turning it — a task that, rightfullv 
. to end wider military co-opcratioii). belongs solely to the present black 
but has not persuaded the 'British and white South Afniians. But in- 
' (.the main culprits) or the Frencli creasingiy they can challenge the 
to their, amis exports to the West and force it, if it is to retain 
Republic. ' influence in Africa, fo curtail its 

Meanwhile, a number of widely links with South, Africa Britain’s 
different cOiiiiries have individual- curious dithering and her associa- 
ly iotensihed. the campaign by end- tion with Portugal cannot long sur- 
' ing diplomatic and .trading rela- vive if she wishes to,continue to be 
tioBs with South Africa, In parti- effective in Africa and in the Com- 
onlar, the new African Stales have monwealth Prime Ministers Confei 
' ipcteasi^ the irritations of the ence. To date. Western policy has 
-t. Vprwofrd’tegiroe. Guerilla iiirils are been maintained by the hope that 
»’wiiwwtodiT being p-aihad for work gradual <dian^e will relieve them of 


Africa by the Addis Ababa . respohsibility — the 'new militanev 
iBdrriduad-States'are slow- of the African Statrt shows vividly 
!,p»e prohibiting South that such ,patience is, irrelevant to 
countrifes’ - South- Africa.' • aud- acknowledges 

a*.; .s-i-vv , '.rt i , ■ ' , ° 



Britain whose military relations 
(the, Simonstown agreement, air 
trooping rights, arms and aircraft 
exports), trading activities (four 
per cent of total British trade), and 
ceonomic stake in South Africa 


' diat « ^ 

' eif is ,B0 

pihmma ^ 

. VETHEN '-the Sipifilt VipWipii 
. ment, callsi the 
“yellow-robOd .re*’' fit.'ie 
giving a bad name io.'a d«e, tibt 
has Edrhadyb^enlian^d.'TBept^l 
and blopdy'raids on Boddh|^ Pigp- 
da# by arfny regularii mar^O just 
the latest deVelopmeJit'in a tthiy 
long history ot oppression awl per¬ 
secution. The demands, which) wve 
incensed the Government tp ' such 
fury are far Ires extravifgtant Jtiian 
what the Buddhista ‘cemstituting 80 
per cent' of the population may he 
expected to make and .wdli nittt in 
any* material way infringo’the' atape- 
rior position of the 10 per cent 
Catholics under Christian ^Bietn’s 
family rule. , 

the situation 'shows the U. S in 
the not unfamiliar role of die prOp- 
per-up of a hated regime whose sole 
virtue is anti-communisih, Red in 
the face, the Kennedy administration 
has been trying to make thd .right 
noises, though short of halting the 
million-dollars-a-day aid there is 
not much it can do immedistely. 
The appointment of ftlftnry Cabot 
Lod^e as its new Athbassador may 
indicate that the JU S is. pteparing 
to assert itself, and not, only in the 
military campagin agaiiMt the Vief- 
congs. Removal of Ngo Dinb Nhu 
and his wife is probably part of the 
.U S plan hut the recent stage- 
managed show of faith by the arms 
and the students indicates drat the 
task yill, not be accomplished'with¬ 
out a fight. . , 

Nor do the Kennedy Administra¬ 
tion’s problems end with the 
Vietcong and the Nhtis, -for, Presi- 
deqt de Gaulle has just extended u 
tentative finger towards the Viet¬ 
nam dift^je. No doubt the Diem 
Government’^ ire at U ^ interfer¬ 
ence appears to the French Presi¬ 
dent as the signal for .a renewed 
attempt to re-establish France’s in¬ 
fluence in the'-couhtry: He Jtas pm- 
nosed the reunifiedition of the- two 
Vietnaips .and th?' -termination of 
all “foreign inflfuenije”. With the 
communists fiimly in the saddle in 
■North Vietnam 'reunlfittktion 'geeitis 
farther away than the can see 
and sp the l^resident 

Gaulle, is>' proposing fo .^termin®**' 
is plainly - Aidsril^.' 3^ D ^ 
respimre ifi thU a second 

fj;ont' remaou to bB sepni; 
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i^ntrwk would .ite«di^ngarOt^ . oonfu^ng )u)d .pyoducihg . mtereato’ 
short-^ghtdd tMUrf "optr speclai:. axip. represpniod) **d. pj!ovwe?'^a. 
relatio«8 with l^-^aminonw^l^ 6r . Iwiiw for i Walj^tifc ' 
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ral dvefsW tra^e fim p prodn^ urged .dia^y Britain 'ah&did. • exact- 
an ’ovefall balaiica of paybients gi»r. fnm tb4 CdumTonwaaJth « belter re<‘ 


plw' of'£300nt widjin ’three ypirs* 
At'the t£hie-^of fbe breakdown id the 
Bruaaela.negotiation^ tiip Fedemtion'' 
of Britiab Industries, a sujiportfr'of' 
B’ritain'f, fjaembeiyiip '.of thp,- Com-, 
mom Maiket, waa aidcdd to make an 
urgent, and radical review of trade 
probiema to.' . ro'epmmehd , the . heat 
policy for .Britain in the new aHua-, 
tion.' Bemembering the ardent ad¬ 
vocacy of the F B I for British mem¬ 
bership, regardless of-the reslric- 
tiona the Common ' Market might^ 
have imposed, upon Britain, it is 
intereating tb-see that noW the FBI 
has admitted that exclusion from this 
protectionist orggnitation may, in 
fact, have some advantages after all, 
“The failure at Bruase's has ex¬ 
cluded us from a new experimental 
trading. club. But it is this ver> 
non-involvement which rriay offer us 
oui greatest ojjportunity of follow¬ 
ing the policy'of Vigorous and flexi¬ 
ble niu]tilater;ali8m that the. coutitn 
could promote as a model ..to be 
taken up by other major traders 
and, in particular, by the U S and-' 
the Europican Fcbnomic Comm'inijv". 

CoaulionweaUh Trade 
Generally speaking, the booklet • 
has nothing .dramatically new "to 
say, and in the mai^ ^ndorses the 
GovernmenVs trade policy,, stressing 
the importance .of the GA'TT I^ofand, 


nurn for ^ prderepoe she gives fpn, 
her own market. -.'Whul, » inlerert- 
'.ing is .thutf since the-bjyakdoW of 
the ComnuMl Mari^ uril^ there' hf s' 
'been mo,great compai^ by'a pro- 
Cammonweaitb lobby, and (be F'fi.i 
certainly do^ DOt seem td pin its 
hopes on increased Commonwealth 
tridle, diid ' is , indpfed nervous •oi 


One ^of - the 'mofe . intei'esting' as* 
{jccts .'of the report i? the;, rectw^, 
mendatidn''that .policy 'pn imports ' 
frem-Comtimnut countries should be 
reconsidered to . increase,recij^rocat, 
exports. Britain recqgiliaeia the need 
for iocreaseHJ .'East-West frkdc 'iand . 
the ‘ jrkmmenetts of, the * - attategig'' 

. Lwns on exports* .to Cohimufiisl 
countries. ‘‘Here, surely,,,the' logb' 


tying BritainAo dependence ob these, policy is tO' ibsist' that if. there 


'markets. 

The F B 1 qiiestiohs whether the 
right of duty-free entry for manu'- 
factures from th'e developfed - (jonf 
monwealth 'should “continue to be 
regarded as. sgcro^nct’'’. Fpibaps 
one of the more heartening, aspects 
of this report is- the recognition of 
the needs of' the less; developed 
world to find outlets for ihcii, mattU' 
.factured products in the indojlria' 
Used countries. It '•specifically 
underlines the need, for the ifidus- 
trialise(| countries tb accommodate 
growing quantities of loW-cosi' im¬ 
ports from the developing nations. 
Since this is one of t^ key ques¬ 
tions' to be discu8i«d in the United 
ISations Conference on Trade and 
Development early, next year, it is 
important that an'organisatioii like 
the FBI.should be on record in 
favour of' this 'policy, powever, rit 
remains to • bq ‘seen whether • these 
theoretical gestutCs -of good-will Will 
actually he translated into action- 


■ must be,restraints oh exports tp the ' 
Communist bloc, those' 'restraiiits , 
Aouid .continue .to hd cpn-finetl to' 
clearly defined strategip itenw,' and 
thgl putside that specified. Hilt.. oXr'»' 
porters ijhould bp frep td do whgl,, 
trade , they can”.,- .If, Britain’s 'e*~, 
ports are to increaad, ,s|ie must, • 
^arch.for pew ifiarkats, and-it is- 
increasingly , clear that'thp Copunu-' ' 
niat countries would provide good 
outlets for ,sorae British exportit, , 
provided Britain'was, prepared, to -; 
lake in more imports from thp»e * 
countrie's.' The Report reisimmeqds' ‘ 
that the Government should also 
have another 'look at the -cont’ofs ■ 
on imports from Communist 'cohn- • 
tries. ' If wfll Jje. -recalled that; tfie, 
present policy, restricting , impqrie' 
of oil from Russia, has-acted as a 
brake oh inefeasad Soviet purchases 
from Britain. ’ . " 


and speaking generally' in favour' of 
hbej-ai, tradmg'policies. The report wheq the time cotnes, 
stres^ that '“rjp viable alterrallyc^ 
to GJATT exists, or is in ‘prospect”, 
li recommends that Britain sliould 
"'ork ior the greatest possible lilm- 
ralisatipn'of trade ori a world-wi^ 
scale. However, H calls for sober 
assesBtn^ of |he liely 'social and 
cconpmit reppixmssioiisat hom'c of. 
a^ deliberate; bj^ing of ithe dcwfrs ,to 
foreign' competniOA^’s It points out 
that free tr{ide..dlope.Will.riqt^auto- 
mati^Ily 'or painlossly ‘hring about 


C' i " jT t--- ""*1/* went' Intermtlot^l Coffee 

me^^kmd of changes needed tn thp ' Concluded iii London wlier 


Cointaodity Afpcieitoeiito 

The FBI also stresses the need 
for commodity-agreeinente, .and'for 
biinging agrlcillture into GATT.-Jt 
recommends ' Tnlematipnal .Agtee- 

fnents, to. regulate - trade, in 'agricul¬ 
tural products ir.glso favouis the 
cedutitioh’of commodity prfcp iKic- 
tuXtimia Jjy I co-inpera^ve' action. In 
this coiywctioil, it.mav be diiat the 

Agree 


U K ecoqfi^, , . 

rpport-ht'’of oUef^m*. 
tmtrnent. W %[t»wp«' .of' 


menL Concluded in London 
, 'fttoUlh, 'ipighi' w<ill set--a. pattern 
for futabe. ihtemat^onai -.eonitb'^ty 
ggl«encinto; in .thab. for once ‘ 

I ' ^ ^ ^ 


Egi>ort Cipdit 

The, report carries a fuH -atlAck 
- 9" M*® policy‘and working'of the 
Export! Cihdit Guaranttes’ Depart¬ 
ment. Reviewing the' effpetiveness 
Of'exportf credit and cre.dit-iuiptr-' 
ancev the ■ 'Federation stiDesse.s ‘'ihat 
the Department should tailor sitr-, 
viCes to. meet the‘needs of exportes. 
It suggests that a more liberal, ap-. 

f iroteh should be adopted to .credit 
imits and to • the ' length, of credit 
for different cat^orios of goods.; It, . 
has long beegn^thp complaint of. Bri¬ 
tish exporters, that because they..are 
'^unable to* offer as'good'export ere-' 
dit terms its,their, Contirie»*(Bl and 
.l*P®“P*®‘'rivak, *diey Kaye ifreqflnnlly 
^ bo(h‘'* ']e»- av^sesa erilera* 
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TIw ii«ve)«gping countries of tbe 
Vorld, wbidi have an unlinuted 
appetite for capital goods and 
equipment can only afford to huy 
frffln those countries which can pro¬ 
vide long-term credit. Tfie British 
Government has always argued that 
it can effectively niatcfi any export 
terms provided by other countries, 
berth in length and terms of credit 
Foreign insurers, maintain that the 
E C (i D i.t highly comfietitive, and 
Britain comes in for her share of 
criticism at the Berne Union for 
her practice of being willing to 
grant longer terms of credit The 
Berne Union however is a dead 
letter, and faced with intense com¬ 
petition, most industrialised coun¬ 
tries keep increasing tiie length oi 
export credits they are willing to 
offei. 

Tlie N E D C, in its repoit on ex¬ 
port trends, alleged that “Available 


surveys of thit bold have gener^ly 
concluded that UK exporters have 
not, by and large, suffered a com¬ 
petitive handicap through lack of 
export finance”. The FBI rqiort 
now urges the Export Credit Gua¬ 
rantees Department to act a little 
le.ss like credit insurers, and rather 
more like export promoters. 

The final section of the report 
advocates greater freedom to invest 
overseas It criticises the controls 
on direct investment overseas bv 
British indutary, and believes that 
too much stress has been placed on 
short-term balance of payments 
jiroblems, and too little on the need 
for developing invisible income from 
abroad. If the balance of payments 
target of an overall surplus of 
£ 300 111 set by N E D C for 1966 
is to be achieved, a substantial in¬ 
crease in investment income from 
overseas is needed. This will never 


be achieve 'if 

on investment ootride ^ Steiting 
Areaparticularly the Cooiiiaion 
Market — are maintained. It sug¬ 
gests that the investment dollar 
market is an unsatisfactbry appree 
of finance for overseas investment, 
and prefers a return to the situa¬ 
tion before July 1961, when exist¬ 
ing controls on non-Sterling Area 
Investment were imposed. 

This is hardly the most drama- 
tic. report seen on the British scent 
— the welter of conventional pieties 
tends to obscure what relatively 
new points there are. However, the 
Report is some index of British 
business thinking, and some sign of 
Its response to exclusion from the 
£! E C Whether the Report, like so 
many others, will now merely col¬ 
lect dust among its very numerous 
ancestors remains to be seen — but 
the prospects are not too bright. 


Ca^Ual^J^jc^ 


The New Regime 

Romesh Thapar 


^tlHRU has taken the sparkle out 
of his Cabinet re-shuffle by put¬ 
ting T T Knshnainachari back in 
the Finance Ministry from which an 
indignant public removed him five 
years ago Chavan has given u.s what 
he calls ‘a summary’ of the long 
awniU'd IN E F A Report which trie- 
to imply, rather foolishly, that the 
army primarily was responsible for 
the debarle in tile East — although 
Nehru disagrees ' Tlie ’six victims’ 
of the ritual of renunciation at the 
Centre are trying to smile their way 
through a series of tongue-in-the- 
cheek farewells although everyone 
knows that anger smoulders within 
them. The ‘six’ in the States have 
taken to other tac-tics to save their 
skin. 

AH this is rather depressing — 
and the more so, because false pro¬ 
paganda is sought to be used at 
every opportunity to muffle the oc- 
caaional voice which calls for a co¬ 
herent policy and the drastic purg¬ 
ing of all those at mbdfiterial, legis¬ 
lative or organisational level who 
oppose the formulation of such a 
policy. 

Tbe net result is that a heap of 
new theories are circulating. Per- 


hafis, T T K’s return to Finance 
within a period of five years was 
decided by the Prime Minister to 
assist Menon and Malaviya to do 
likewise before the next budget 
Mav be, (iulzarilal Nanda would 
soon feel the need for such a step 
when T T K starts interfering with 
and victimising those who oppose 
him. Surely, Bakshi Ghulam Mo¬ 
hammad made suie that he would 
get a scat in the Cabinet now that 
he has had to abandon lucrative 
Srinagar Can it be that all this 
confu-siOTi has been created to pre¬ 
pare the way for Indira Gandhi’s 
use to jiower? Why didn’t the ‘six’ 
remove the leader? And so it goes, 
this speculation based upon perso¬ 
nalities and devoid of every other 
consideration. Only when policy 
matters take precedence will it .stop. 

Nobody DiM-iuiies Policy 

But nobody in the Capital dis¬ 
cusses policy. For the moment, they 
are not encouraged th. at least judg¬ 
ing from the way in which our 
political affairs are being conduct¬ 
ed. Tlie return of T T K to Finance 
is iieing interpreted as marking the 
end of the super-profit tax and the 


cximpulsory deposits scheme — even 
of gold control in its present form 
— not because of any theoretical 
objections to the nature of these 
taxes and controls or because of tlie 
opjjosilion they have engendered, 
but because the ‘new regime’ must 
begin with the destructicaji of IJ^o- 
rarji Desai’s pet schemeOtif».Oid he 
not scrap TTK’s expendifl^ tax’ 

■V 

Several ministries concerned with 
vital development projects and the 
processing of foreign loans have 
stopped work since the TTK take¬ 
over in Finance The New Minis¬ 
ter has made it clear to the bureau¬ 
crats that he intends to look into 
everything. There is an ominous 
ring in all this for those who arc 
acquainted with the personal ven¬ 
dettas which are part of T T K’s 
daily political diet. This is not to 
question his undoubted talent, but 
what use talent when it inhibits 
and paralyses activity? Foftunate-^ 
Iv, however, we are beginning rapid¬ 
ly to tire of egocentric postures m 
the leadership. 

Small wonder, then, that in the 
Government of India only rt tiny 
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dw' M- Bto- 
noipS;’' ’Delw^ ~<^4^ti0n ^ 

witn ditb . o:f Financei Thu 

wobldi.Ws^/ • 'oentre df 

po9««r to dtoHtnge.'TTK 

the Filial^:* Ministry 
)wd potMeetod. the powers di 

a co^irdinBtor, hut had never exer¬ 
cised diem, m would have hie old 
co-erdinataon set-up {ormally dis¬ 
solved but actually attached to the 
Finance Ministry, .And this might 
happen surrnptiously — although a 
soQieWhaf rejuvenate Chavan, de¬ 
termined to stay on in Delhi, has 
made clear that from now on ‘the 
whole of defence’ is bis preserve. 
TTK can alford to ignore these 
threats, for at last he holds the 
aces ! ' 

Even as he makes his familiar 
thrusts at those who refuse to bend 
before him, TTK plans to win 
popular acclaim through a hard¬ 
hitting price control policy. This 
he is in a better position to do than 
his predecessor because Swaran 
Singh, transferred to Food and Ag¬ 
riculture, has always worked close¬ 
ly with him. In fact many who hesi¬ 
tate to support TTK in view of 
his mercurial policy changes, have 
been persuaded to give him a chance 
to bring prices under control. Under 
the present governmental set-up at 
the Centre, never has a more fa¬ 
vourable Opportunity existed to 
carry through this urgent battle 
against unscrupulous traders. But 
TTK will need all his cunning to 
succeed and must, naturally, be 
wondering who will take over Plan¬ 
ning. 

NEiFA Report : Two Voicen 
Whatever the pessimists might 
say, a clean-up of a kind has cer¬ 
tainly been launched in other Mo¬ 
tors too. Take, for example, the 
Government’s treatment of the mys¬ 
terious NEFA Report. At first, 
we were told that this was a top 
secret decument, that the Defence 
Minister himself had only seen a 
summary of the Report. Pressure 
in Parliament compelled the Prime 
Minister, who has seen th^ Report, 
to agree io a statement being made 
hy toe Ddfenioe Mthister. Chavan 
deliver^ this prepared statement 
last McHiday. Whether he .was Aware 


toe .toreigs' ttfuin dehato Mtood it 
•necessaty tjS devote ovier Sffioiftutes 
to the"' NEFA' Report — an inlier^ 
ventiion dn defence mattm which, 
for toe first time since the ^Pfineee 
invasion^ attmnpted to present toe 
truth about what happened and 
contradicted toe impression created 
W Chavan’s prepared statoment. 
Were Nehru and Chavan asking 
on the basis of the same Rdport? 
Was Nehru tmaware of the content 
of Chavah’s statement? What hap¬ 
pened between Chavan’s statement 
and Nehru's to force a change in 
emphasis? 

Knowledgeable' quartets in the 
Capital were hegimiing to despair 
about the unending double-talk and 
tlouble-think on the NEFA happen¬ 
ings. All that was required to be 
stated was that, our assessment of 
China’s intentions and the Soviet 
Union’s capacity to curb Peking's 
adventurism were hopelessly off the 
mark, that the steps taken to deal 
with the growing menace in the 
north wore the result of a collective 
decision, that toe army could not 
have performed very touch inf)re 
effectively because of the grave 
shortages imposed on it by financial 
stringency and that wc, as a peo¬ 
ple, behaved m hysterical fa.'^nion 
when confronted by a limited mili¬ 
tary defeat. The Prime Minister’s 
statement on the NEFA Report does 
help to set the record straight. It 
is now for the Defence Ministry as 
at present constituted to discipline, 
tts own thinking in these matters 
and to bring to an end the loose 
talk which affects the morale of the 
services. 

Disinfecting Home Ministry 

Culzarilal Nanda’s arrival in the 
Home Ministry is also expe.ctpd to 
spark the clpan-up of a departnieiit 
of government which has over the 
years earned the unenviable reputa¬ 
tion of being mixed up in the fac¬ 
tion fights of the Congres.s Party 
Wbetimr this notion is valid or not 
is not really relevant, for the public 
should be able to look upon the 
Home Ministry as aloof from the 
squabbles of the ruling party and 
dedicated to ensuring the internal 


of it or -not, he managed to create security, secularity an4 unity of the 
the‘ itopressioh that the army and country. vThis is a> difficult task at- 
had failed 


its seAioi* noamuauiers' 
the 


any time, but Nanda at least can be 
expected to view his nete problems 


The new' regime at the Centre' 
would haVe Assumed fuller prqwi-' 
tions had it not bton for toe 
goes IgunchM at Stale level t<» |»»- 
^nt tlte i^leinentetion of the 
Kamaraj Plan, intrigues which sqine 
toy are hei^ caretuliy enconraa^ 
fay toe ‘victimiBed eix’ at toe 
tee. Tn an extent, fins development' 
WM inevitable b^use toe Prime 
Mimster was unable'to uas policy 
issues to condition toe purge ondw 
toe Kamaraj l^an. The very nature 
of toe ritual of renunciation carrit^. 
within it the seeds of dtasenskiti. 

But^icy iasues cannot be ignor- 
od. The purge appears to be taking 
place broadly on the pattern that 
those leaders who remain in toe 
minisiwal wing of the party have 
more in common with each other 
than with toose who have left ^ir 
gadis. This is a most significant 
tre-nd, especially when more technic 
cally equipped people are aboat to 
be drafted into politics. 

NehruisU re aatl-NeliniiKte 1 

Are we, in fact, witnessing an 
amorphous polarisation of the Con¬ 
gress Party between the Nehruists 
and anti.Nehruists—with the Nehru¬ 
ists in the ministerial wing and the 
anti-Nehruists in the organisation ? 
Will this division lead to a 
strengthening of the Ndiruists or to 
weakening in the face of opposition 
from the organisation? Can it be 
argued that the familiar Right-Left 
argumentation is about to take on 
a qualitatively different posture in¬ 
volving the whole spectrum of poli¬ 
tical life in the country ? Is tfaq 
‘battle ' for the succession’ under¬ 
going far-reaching refinements, even 
mutations ? 

These are new questions, carrying 
within them a host of new chalien- 
ges and new opportunities, which 
our political parties will have to 
face whether they approve of the 
Kamaraj Plan or not. And in the 
process we may yet manage to di¬ 
vert our attention from personalities 
and focus on policies — gnd so 
fashion our salvation. 

The Ketututuen : Report has 
it that the ‘six’ have been attsured 
that they wiJl be given comfortable 
lodgings and petks in the Capital ■ 
Presumably. Congress Party fund* 
wfil be mobilised to meet this extra 
expenditure on ofgAnisation I 
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0OMEONE compliraenting Winrton 
Churchill once said that his son, 
Kandolph, had the father’s guns in 
oratory. “He has the guns, no doubt, 
but does he have the ammunition”? 
asked Churctiill. 

Though the Punjab dissitjUmls 
guns were booming since long, they 
lacked ammunition. The Rum Ptara 
episode was quite a shell, but they 
failed to make more than a loud 
report with it. The Congress High 
Command was not too impressed. 
But now they have received some 
real explosive from an entirely un¬ 
expected quarter. Shri Kadhu 
Raman, a former M P from Delhi 
and the A I C C-appointed Return¬ 
ing Officer of the Punjab P C C, 
hajs accused the official group of 
using police force and other serious 
irregularities m the conduct of 
arty elections. He has suggested a 
igh-level enquiry into the elections. 
His Impressons are based on a 
sample survey of various conslilu- 
encies and he has given a number 
of specifit instances like that of 
Jaitu in Bhatinda district — a histo¬ 
ric place where Pandit Nehru was 
once detained in the twenties - 
where about a hundred poluemen 
were posted near the polling bootli 
without anyone calling them There 
could hardly have hern any othci 
purpose but one of terrorising the 
voters. Rejecting Raman's version 
of the incident, Kairon has .is- 
serted that the dissident candidate. 
Kiyasti (a pro-Darbara Singh 
M L A), had himself lodged ,i com 
plaint in writing with ilic iiolice and 
had sought their protection. Mr 
Kiyasti, in turn rejecting the (' M's 
version, says that he had onl> 
brought to the personal notice of 
the latter that his supporters 
had been guilty of malpractices 
and had never lodged any com¬ 
plaint with the police. He claims 
ho was not defeated as he had boy¬ 
cotted the election. 

’Unopposed’ Electimis 
Odwr irregulantes to winch 
Raman has referred include suspen¬ 
sion of candidates from Congress 
nwm^rsbip on trivial grounds, un¬ 
justified rejection of nomination 
paraers, vaeiieness about etertion 
dafes. pblllng booths, etc. At Amrit- 
mr. ^ evgmpK t^oufh tJlw 


another candidate, the official no¬ 
minee was declared elected unoppo¬ 
sed. Kairon’s elder son who leads 
the official group in the town, now 
an admirer of constitutional proce¬ 
dures, argues that since under the 
Congress Constitution a candidate 
himself does not sign his nomina¬ 
tion pajjers, he must cease to be a 
candidate when his original propo¬ 
sers choose to withdraw their pro¬ 
posal, Which is what happened in 
this case 

So at long last the new Kairon- 
gress Committee has been elected in 
Punjab. The official group claims 
the hacking of about 120 out of a 
total of 130 elected memher.s and 
Kairon can hope to live happily 
ever after, provided .some new group 
docs not split away from the main 
group, which might happen in due 
course, if the past is any guide 
Sardar Darbara Singh was onee a 
Kdiron-man 

SSeerel of Kairon’* Stren«rt>i 

That Kairon would win was never 
much in question considenng the 
mass ‘support’ he enjovs in the 
paity * Rut it IS the methods em¬ 
ployed to win that ‘support’ that 
have rarely been anything but ques¬ 
tionable. Being a complete straiig- 
ei won to what Professoi Tawnev 
(dlli'd the “decorou.s drapery of 
Iiolilicai democracy”, he has nevei 
shirked doing anythine winch would 
keep him in power. Whv the Con- 
cress High Command, and parlieii- 
larly Pandit Nehru whosie snppoit 
alone has saved him from manv a 
erisis. should eondone all that tlie 

M does IS intnguins. A possible 
explanation could he that while he 
does not bothei about democralii 
norms so far as hu opponents and 
even suppoiteis within Punjab are 
ecncerned. he never tires of projec - 
tme an imaee of himself as a Itnal 
follower of Pandit Nehni whom he 
simplv calls “the leader” He has 
Iw’en able to identify himself so 
closely with the Prime Minister that 
his rrit'cs nutomatiraUy anoear to 
be Pandit Nehru’s critics also. Or. 
perhaps. Pandit Nehru aluiost in¬ 
stinctively takes thf attack un Kai¬ 
ron to he directed at himself and 
is impelled to defend him. We do 
not But yti do that 


while the C M’s fortunes will pbt 
be aS'ected by tbe Katnaraj plan, 
which has been dubbed by some as 
the Yamaraj plan, (“Whatever ’die 
leader’ tells me to do, I will do it 
gladly”, says Kairon) another 
Minister, Sardar Darbara Singh, will 
most probably be asked to commit 
political harakiri. 

Where does the A I C C stand in 
this ? Its own nominee, Kadlia 
Raman, having made such serious 
allegations about election malprac¬ 
tices, It may find it difficult to avoid 
an enquiry. It may be mentioned 
here that Kairon’s reaction to 
Radha Raman’s statement has been 
rather violent and quick and he has 
decided to do away with his servi¬ 
ces. He say,s the P C C must have 
“its own” Returning Officer, who is 
to be duly elected on Septemher 8. 
That this amounts to defying the 
central body is a point that does 
not concern him. The dissidents, 
for their part, have written to the 
Congress President urging him to 
suspend the newly elected P C C 
and appoint an ad hoc committee 
till an enquiry into the episode is 
completed. “The disclosures made 
by Radha Raman”, they write, “do 
not give a complete account. The 
arfual position is much more dis¬ 
tressing and shocking. The ruling 
group had thrown all rules to the 
winds and had even disreeanled the 
directions of the A I C C”. ' 

Sons in Buiineoti 

Meanwhile the business ventures 
of the Chief Minister’s sons figured 
in the Raiya Sabha again on August 
29. While the Opjiosition seemed 
to be pretty exercised over the issue 
and demanded Kairon’s immediate 
removal from office and a judical 
probe into the charges of comiptioii, 
abuse of power and gold smuggling 
against him and his family, the 
Prime Minister, after staling that 
he was examining with the help of 
some experts, the evidence furnished 
in the Various charge-sheets against 
the Chief Minister, ultimately bru¬ 
shed aside the charges as frivolous 
and refused to admit that there was 
even a prima facie case against 
him. Pandit Nehru accepted die 
C M’s plea that his sons had ac- 
({uirad itMPlii vfifh the help of 


ce4 Ml jt Md W be ^paid bade. 

Kebsoiij. heippy «tt die Priiae 
Minister% ddence, has also tleolar- 
ed diutt dietfe is nothing “hanky 
pj^fcy*’ aboot hit sons acquiring 
worth only Rs 15 lakhs 
or so with borrowed money. That 
may be so, though one can’t help 
wondering what particular brand of 
Socialism is evolving in Ihinjah. 
That a prima facie case for an en¬ 
quiry exists is selfJevidenl : how 
else would the Prime Minister be 
still examining the documents with 
the hdp of experts ? Interpreting it 

Letter from South 


wft'.v jfra'tStwFy \ '•iv?'’? tjC'- •« 

' .VIVv v’:* 

ciiarttaldy> Kairon^ oflkdid ladsi^" 
could have, at least indMtly, per¬ 
suaded the hanks, or tbeii' local 
functionaries, and other state or pri¬ 
vate agencies to lend substantial 
sums to his enterprising sons. And 
an ability to borrow itself is no 
mnan advantage in ‘business. Besi¬ 
des, all the cinemas, cold storages 
and other ventures they are said tn 
own may not be worth just Ks 15 
lakhs. All that one can say here 
is that the matter deserves to be 
looked into at the highest level, if 
only to establish the innocence of 
all concerned. 


Taolilnad and Kamaraj 


SINCE the plan was his. Kamaraj 
had to step down from Chief 
Ministership hut he will remain the 
most powerful influence in the Con¬ 
gress and the political life of Tamil- 
nad for years to come. There arc 
enough indications that he is emer¬ 
ging as one of the national figures 
of the Tamila. This is something for 
which Rajaji will never forgive him. 

Sardar of the South 

Many qualities and events have 
corahined to raise him to prominence. 
Among Chief Ministers, his lias been 
the longest tenure. This itself needs 
explanation. All the stones alioiit 
his simplicity, ruggedness and ruth¬ 
lessness are true. It is not for no¬ 
thing that he is increasingly called 
the Sardar of the South. There are 
many diffeiences from Vallabhai 
but the silence, the tenacity and the 
personal austeriy are common — so 
also the shrewdness and the capa¬ 
city to exercise power. The life he 
leads, the clothes he wears, and the 
shoes that he does not wear, the 
house he stays in are all part of 
the man and they project an image 
which is politically very attractive 

But simplicity is not what has 
taken Kamaraj to the top. Whamver 
one may say of the politics of 
Rajaji, austerity and simple living 
are also the virtues of his complex 
personality. But while earning him 
respect, mey have not made him 
more than a sectional symbol - his 
age and years of association with 
Gandhtji notwithstanding. His i.s 
the simpHdty of the aristocrat, a 
matter of choice. Kamaraj's style 
of living is indigenous, so to say. 


To live in any other way would 
have meant a sharp break from his 
origin. His simplicity is a part of 
his background, just as his lack of 
English is. And here wp have the 
due to the legend. 

The form may be the ending of 
Brahmin domination but the con¬ 
tent 18 a partial shift of class powci. 
The pull of the Kamaraj image is 
that of the rich peasant not only 
come to town but dominating it 
There are Tamil industrialists and 
certainly there is an enormous pro- 
fcbsional strata of the most diverse 
and alive kind. The profeissional 
strata with their sophistication had 
dominated the Congress and Tamil- 
riad’s political life when Rajaji had 
no rival. They remain a most im 
portant segment of the pmlitical life 
of the State. In their lower eche¬ 
lons they exercise their influence 
through D M K, a distorted and 
dangerous manifestation of their as 
pi rations. But with the advent of 
Kamaraj the shift of power was 
unmistakable. 

Symbol of the Underdoji 

Kamaraj appjears, to an extent 
correctly, as the symbol of the 
underdog. This again can be ex¬ 
plained in terms of the shorter dis¬ 
tance separating the rich peasant, in 
income and in the style of life, from 
the real underdogs in the villages 
and, to a lesser extent, in the towns, 
i e, the workers. The underdogs 
have not yet had their day. The 
workers, insofar as they arc orga¬ 
nised and conscious, continue to 
gravitate towards the Communisi 
Party. In some scattered districts 


'(be IiiilKMirt W M 

poorest pegsanta alw jwll ihe 
way, b»tt as yet they are a lohiOrtty. 
Dilleretitiation among jieasantty 
there ia, but not as yet sharp claw 
cleavages which can result $n ftp 
alternative leadership in the village 
to the rich peasant. 

Kamaraj's Ministry has not been 
distinguished by any particularly 
radical measures. It has not done 
anytliing to curb the propertied in¬ 
terests, industrial or Chettiar capi¬ 
tal (the two arc no longer mulually 
exclusive, but there is a distinction). 
Kamaraj’s mind does not turn to 
radicalism in politics either, tisMlgh 
he has a deep loyalty tg Pandit 
Nehru. But tM does not stop him 
from being vehemently opjjosed to 
the C D S insofar as this is to Iw 
imposed a.8 a surcharge on land re¬ 
venue Nor would it be surprising 
if he allied himself, after Nehru, 
with elements in the Congress which 
have not the slightest links with 
socialism. 

CongresR Centre Strengtbened 

It IS the Congress Centre’s natural 
inclination to lean to the Right so 
long as the latter does not threaten 
to overwhelm it. It can be pulled 
to the l.cft only if the Left is far 
more powerful, united and organised 
than it is today. The Centre acqui¬ 
res meaning and power only in the 
context of the emergence of new 
classes reaching for a place in the 
sun, economically and politically. 
Where it will go next will not de¬ 
pend on it alone. But the way in 
which Kamaraj has acted and the 
manner in which othc'^s have ac¬ 
cepted his initiative indicate that 
the Congress Centre has acquired 
fresh force. 


Tlbc Economic UdecKlv 

Foreign Subscription Rate 
Due to increase in foreign 
postal rates it has been found 
necessary to revise our foreign 
subscription rate. With e£fect 
from July 1963, the annual 
foreign subscription will be 
Rs 34, SOs or $ 7. 

A Febnakdes 
Businefs Manager 
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TittE Calcutta Qub, an' Indu- 
Britislt venture of a tinip when 
a Britiah version of apartheid ob¬ 
tained in this country, has a long 
waiting list of candidates for mem- 
ber^ip. On the short list lately 
appeared a name familiar more to 
the hoi polloi than to that small 
aectioni more or less westernised, of 
the people of Calcutta, which pro¬ 
vides the dull with its members 
Some of the existing members, 
ivpver averse to gossip in whispers, 
are wondering who this candidate 
is. As far as is known, he has not 
been “taken round”, not introduced, 
that is, to the membership commit¬ 
tee in person by his sponsor or 
seconder. None so ignorant, how¬ 
ever, as not to know the identity of 
the man. It is, rathej, the nature 
of the man and the nature of the. 
club which do not, as they say, add 
up. 

Tlie Characters 

First the club. Every stable has 
its dark horses, every basket its 
bad eggs. So the Calcutta Club too 
has members who should not be 
there, those who wear dhoti, for 
instance, or for whom the most in¬ 
toxicating dnnk is fresh lime in 
soda water. But the norm is very 
different. The usual member will 
he a barnster-at-law, telling you 
that to write “bar-at-lau” is bad 
manners, or a merchant — but no 
trader, please — or an industrialist 
or a mercantile assistant of some 
seniority or a doctor. Someone may 
wear a bush shirt at lunch but he 

almost certain to be in at least 
a lotin^ suit in the evening. Down¬ 
stairs the ladies will be menuahibs. 
Near the swimming pool you will 
see teenagers who have juet come 
from doing a Twist. A little bit of 
Americanisation has got in, invit- 
ably; but Anglkisation is the pre¬ 
dominant note It is not at all un- 
pleasing to see m the Calcutta Club 
some remaining old-world good 
tnanners. If ths club has many 
kfoadi-clad, fire-eatingy jailgoing 
|Mrtrtots among its members one. 
soialbhow, has never met them. 

1 %e new candidate, who has not 
.been oo the waiting list as all and 
j« now being a^n priority as a 
iUetiagubdied piwUc peraonalitKy Is 


- ' 

It' 

'( t- f * 

Perfect, Party 

Shri Atulya Ghosh, M P, Vice-Pre¬ 
sident of the West Bengal Pradesh 
Congress He has been proposed 
by an obscure tea planter. Obwurer 
are Ghosh’s reasons for wanting to 
join the club or the club’s wanting 
to have him as a member. (On the 
matter of joining clubs, incidentally, 
this reporter is at one with Grouuho 
Marx: “I’m not going to pay good 
money to join a club that lets in 
jjeople like me”.) A social revolu¬ 
tion must have taken place in Ben¬ 
gal to bring it about that clubs like 
the (Calcutta let in people like 
Atulya Ghosh and people like 
Atulya Ghosh want to join clubs 
like the Calcutta. What on earth 
has happened ? ' 

There is a fact to mention before 
we proceed further with our en¬ 
quiry. Sankar Das Banerjee, now 
President of the Calcutta Club, is 
also West Bengal’s Finance Minis¬ 
ter; so a Congressman. He never 
quite manages to conceal his con¬ 
tempt for the average Congressman 
He believes in non-Prohibition and, 
it must be said, he practises his 
belief. (It is certainly not true 
that no Congressman practises what 
ho preaches.) Banerjee was a 
highly successful barrister before 
Dr Roy talked him into politics. He 
was Speaker for a time, icsigned, 
it is said, because he could not 
afford to live on the measly salary 
paid for that office. As Finance 
Minister he is not paid any more; 
how he has been persuaded to 
accept office this time is a matter 
for futile speculation. By the way, 
he IS also Minister for Transport. 
A K Basu, a former President of 
the club, was also a Congress M P 
for some time, another successful 
and completely westernised barrbter. 
So, while it is not true that the club 
has no Congressmen as members, 
there has been none of pre-Indepen¬ 
dence vintage — until Shn Atulya 
Ghosh, 

.Social Climbing 

As Max Weber has shown in “The 
Aeligion of India", Hindu society 
has never really been as rigidly 
caste-ridden and blood-based as is 
generally thought not only in the 
west but also in India, lliere ate 
instances, thousands of tbem, of 
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untouchables making 
paying brahmins to iihpfove .^r 
caste status and finally dipvia| Sah> 
a dktaitt village with new W- 
names, coiupletriy wiping oht the 
past. .Social m^iljiy has admittedly 
been slow; but it was W>t non-exis¬ 
tent. I 9 the , British days a JoWer 
middle class family produO^ an 
ICS; and its whole face was 
overnight transformed, like _ key 
other 'club, the Calcutta Club has 
members whose grandfatfaem would 
not have dared to come within miles 
of the club. To go back to Wdief, 
as a Budra proclaimed himself a 
brahmin and was accepted as such, 
there was a two-way impact. (No, 
not Dr Ward's two-way mirrpr.) 
The- entrant’s pattern of behaviour 
changed almost beyond recognition; 
the “ almost" is important But 
the receiving community also undei- 
went some change, for the sudra 
could not possibly forsake all his 
ways and some of his rituals were 
aceepted by the community. Todav 
in India it will need a great anthro- 
pologist-cum-sociologist to tell us 
which of the so-called Hindu festi¬ 
vals are brahminical and which ab¬ 
original in origin. 

Life of Parly 

The point of it all is that a foree- 
lul personality like Atulya 1 Ghosh 
cannot enter the Calcutta Club 
without influencing it in many wavs, 
even if he uses only the club- libra¬ 
ry which 15 said to be the idea 
Equally, an old institution like the 
Calcutta Club cannot possibly take 
a new member without, slowly if 
not immediately, conditioning his 
ways and thoughts. The results of 
this most interesting experiment 
may have lasting effects on the Ben¬ 
gal scene, social as well as political 

We all know the sort of man 
generally referred to as “the life of 
the party”. TTie phrase could be 
applied to Atulya Ghosh, but in a 
very different sense. Shri Ghosh is 
the life of the Congress f^^arty »ri 
West Bengal; and his life without 
the Congress Party is simply not 
imaghtable. No more imaginatilo 
16 %ri (^osh jmtting on a tdmaor 
jacket and going to the Caloj^ 
Club for small talk and ’ 
whiskies. Is it possible, the]^ that 












laetD^ts of efujb wifi a sud* 
den change their character an^ get 
interested in aiich things as khadi 
or viflage welfare ? It idl seems in¬ 
credible. 

Yet there will be interaction; per¬ 
haps the process lAarted long ago, 
long before Atujya Ghosh wanted 
to be a member of the Calcutta Club 

Book Review 


and the club thought of hkuhig hint,- 
The change, agsun, may have been 
two-way. Ck)ngreiBmen are not what 
they Used to be; again, not alt tbc 
changes have been for the better, 
Nor is the Calcutta Club what it 
used to be; again, not all the wn- 
ges have been for the better, tlie 
coming togedier of the Calcutta 
Club and Atulya Ghosh has been 



made {toaithle not by the ehib 
ding its exclusiveness nor by Ghuidi 
forgetting his eratwhile aversimt to 
the good things <d life but by a 
transformation of the endre aoene 
in which Gentlmnen are genUemen 
no more and Players observe no 
rules. They use the same gate. Gate 
of heaven ? 

— FUhbenigibb^ 


In Two Russias 


SubbMh Cbaadra Sariwr 

Tbe Flyina Troifca (Extracts from a Diary of India’s Ambassador to Rnssia, 1952-1961) by K P S Menon, Oxford 
University Pres*, Bombay, 1963. Pp 330, price Rs 20.00 


THIS is a disappointing boOk 
especially when compared to 
lUs companion volume, “Russian 
Panorama” which is both interest¬ 
ing and instructive. Shri Menon’s 
style is very readable, but as a poli¬ 
tical diary of a diplomat who was 
accredited to the Goveniment of the 
USSR for nearly teh years, “I'ht- 
Flying Troika” is uncommunicative. 
Shri Menon does not have much tf) 
say on Indo-Soviet relations beyond 
what is known to the average news¬ 
paper reader (this is not very sur¬ 
prising perhaps in view of the 
necessary curbs on oIBcials, who 
write about matters concerning the 
Government of the day); nor does 
he provide an insight into the work¬ 
ing of the Soviet foreign olEce, the 
life of diplomats in Russia, or of 
the small Indian community living 
there, the personalities he encoun¬ 
tered in Moscow, Russian and 
others. Penetrating observations are 
surprisingly few and far between 
An OtiiciaPs Account 
Shri Menon throughout expresses 
a point of view which is largely 
impersonal and in keeping with 
official views. This, however, is 
understandable in view of his long 
association with the administrative 
machinery of the Indian Govern¬ 
ment, particularly with the Ministry 
of External Affairs both under the 
British (he was the first Indian to 
he admitted into the all-British For¬ 
eign and Political Department, fore¬ 
runner of the Ministry of External 
Affairs) and after indeoendence (as 
Foreign Secretary). To the extent 
he could express himself frankly hr 
has done so in respect of Mr 
Khrushchev (whom he frankly ad¬ 
mires), Mr John Foster Dulles (of 


whom he is highly critical), Boris 
Pasternak (whose courage and patri¬ 
otism he extols and whose persecu¬ 
tion at the hands of the Soviet As¬ 
sociation of Writers he condemns) 
and Zhukov, the Soviet military 
leader (whosp denigration as a mili¬ 
tary genius he deplores). 

Shri Menon’s derision of the 
Dulles policy of brinkmanship finds 
eloquent expression in his observa¬ 
tions on the battle of Dien Bien 
Phu, the outcome of which he hails 
with enthusiasm. “I heard the news 
with the same thrill of pride as, 
when a child, I heard of the defeat 
of Russia by Japan at Port Arthur. 
In both cases a small Asian nation 
showed that it was more than a 
match for a great European power”, 
he says (p 80) In the eight-year old 
war in Indo-China the French losses 
were 92,000 killed, 114,000 wound¬ 
ed and 28,000 missing, while the 
expense amounted to the equivalent 
of £ 3,000 million. The French were 
bled white “. . and America, 
which egged them on to continue a 
hopeless fight, is writing articles on 
the heroism of the defenders of the 
free world”, (p 79) 

Shri Menon is fair enough to re¬ 
cognize Dulles’s strength Towards 
the end of hie diary he reports a 
conversation with Khrushchev in 
which the Soviet leader, while ex¬ 
pressing his disapproval of the Poli¬ 
cies of Dulles, apnreciated the firni- 
ness of tbe U S Secretary of State. 
Dulles, said Khrushchev, was a per¬ 
son who knew his mind- possessed 
great authorilv and could take a 
derision at his will. He was quite 
different from the present-day 
American (Jovenuneiit functionaries 


who “were behaving like goats, 
jumping in different directions, not 
knowing what they wanted”, (p 310) 

Shi*! Menon has written in greater 
detail on Hungary in his “Russian 
Panorama”. There is, however, one 
startling piece of information here. 
During Shri Menon’s ninety-minute 
farewell interview with the Hunga¬ 
rian communist leader Janos Kadar 
in April 1961, the latter disclosed 
that the late Imre Nagy, before his 
execution, had been offered his life 
if he would sign a declaration that 
he no longer considered himself head 
of the Government of Hungary; 
this Nagy refused to do which comes 
as further confirmation of the man’s 
greatness. 

The murder — for it is nothing 
short of that — of Imre Nagy is a 
blot on recent Soviet history. He 
had taken asylum in the Yugoslav 
Embassy in Budapest. When he 
came out of the embassy building, 
on an assurance of sMe conduct to 
Yugoslavia, he and General Maleter 
were kidnapped by the Soviet 
authorities, and both were later exe¬ 
cuted This was in clear violation of 
international law. 

Before and After Khrushchev 

There are some interesting refer¬ 
ences in the book to aspects of 
Soviet society. The, Soviet Govern¬ 
ment did not send a message of 
condolence when Gandhi was assas¬ 
sinated; the Soviet press mmp'^elv 
ignored the traaedy (p 18). Fven 
interpreters refused , to translate 
what they considered undesirable, 
references to Gandhi. Shri Menon 
refers to an instance of an Indian 
visitor having to leave a meeting 
because the interpreter refused to 

..WJl 




O N \ SUMMER-SCbNTFD EVENING 
long ago, an exquisite princess 
is being married to a young 
Marwar prince. The eternal 
vows are on their lips when, suddenly, 
a blood-stained messenger stumbles in: 
“My Prince! Make haste, the 
enemy.,.’’ The young prince dons 
armour and rides away. 

He is killed the same evening. The 
princess hastens to the battlefield and 
looks at her dead prince. “Let music 


commence, read the sacred texts,’’ she 
commands, “for 1 shall now complete 
the marriage,’’ She mounts the pyre 
and sits next to her prince. As the air 
trembles with the chant of Vodic hymns 
and the weave of gay lutes, the flames 
lick away,.. 

Stories such as this make the legend that 
IS Rajasthan. To hear the legends and 
myths of, our country is one of the 
pleasures of motoring. And you discover 
so much more when you go by road. 
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TOUmM BOOSTS NATIONAL INSOME, BAINGS IN FOMKN EXCHANGE 


* 












' SMMj ^ 

So^ funew Iwed M repost m w< 
mijdb of Rd^atcrial^it, tlkHi 
VSeo-Pton^mt bf Indian ilon^' hw 
visit to the Soviet Union' in June 
19^ ip 155^. 

it is oniy fair to note th|tt some 
ofiloiais in India can be equfdly 
stM^cious of anything new or nn- 
umtal. In 1947 when Shri Menon 
was Foreign'Secretary to tho 'Gov¬ 
ernment of India, the Board ol Cen- 
botb banned a film showing a Soviet 
May Day Parade “on the ground 
that it would unduly imprest Indians 
with the Soviet Union’s ' military 
strength; and I had to step in to 
get this decision reversed”, (p 197) 

Contrary to popular belief, Shri 
Menon points out; there are classes 
in the ^viet trains ;— ‘hard’, ‘soft’ 
and ‘international’ (p 109). — and 
on Soviet ships — five classes ratij?- 
ing from the 6,000 rouble luxMry 
class to the lowest costing 2,80O 
roubles by the Pobeda for a 24-dav 
trip (p 159). 


'i',;." p" ir.'y ,, , _ 

‘'''iMtii: IhiR • opp^''io^ 
than 1^ U^R ^ 
i» m’that sU^ of- devdr^pmeitt,'in 
w^ich the tfSSR was undm-. Stalin’’ 
(P 2U). 

On the Sino-lndiaR Ceottet 
As'an officer with h long fecord 
of service in’ the Ministry o| Exter¬ 
nal Affairs of the Govemment of 
liidia and as a dcitful, knowledge¬ 
able and. widely tiavellH diplomat, 
Shri Menqn’s ohserv^ons ofi the 
Indiadllhina bolder problem are 
bound to be read with great inter¬ 
est. He considers it utifortunate that 
it was not possible to reach an 
agreement on the -border dispute 
when an agreement was stjll possi¬ 
ble and adds : 

“The north-eastern frontier is 
. of vita) importance to us, whereas 

Official Paper 


is' <dF,4ittifis’' 

htd^ itudiy do{|p»ihl«}; .1^ 
Aksw Chin is el vital teportip^ 
to Chipa because u tonneeb the 
two outlying, and bktoricaliy 
tiouldesome regions, Tibet «pd 
Sinkiang. Unlortunately, puhUo 
opinion in India was so exoted 
over the prestige value of this 
area ffiat the Government was 
left widi no room for manoeuvre. 
Moreover, the bureaucratic fervour 
of both Foreign OtUces and their 
pasinon for exchanging notes 
embittered the relations between 
the two countries. Hie incidmtt 
demonstrated how, in the bast as 
well in the West, men and nations 
can be propelled towards an 
abyw which all are anxious to 
avoid” (p 320). 


Progress of the Backward 

Report of the Cemmiraioner for Scheduled Cute* and Scheduled IVihci, 
1961-62 (Eleventh Report) 


Shri Menon is unreserved in his 
praise of Khrushchev’s liberal poll- 
Cleg — both at home and abroad. 
Stalin’s death has induced, among 
Other things, a more intimate cont^t 
between foreign diplomats and tfie 
Soviet Foreign Ministry. . “The 
change in the manners on the part 
of the Soviet officials has been ac¬ 
companied by a change in the man¬ 
ner of writing” of Soviet newspapers, 
which “are less vituperative”, (p 
144) There has been a noticeable 
change in the approach to foreign 
governments which “is more than a 
matter of style; there is substance 
behind it”, (p 145) 

Yet in terms of long-term deve¬ 
lopment of the society in USSR and 
her international' relations there is 
room for questioning the wisdom of 
all the changes brought about by 
Khrushchev. Under Stalin social 
development had a purposive direc¬ 
tion which is a^ent under Khrush¬ 
chev. This can be admitted without 
endorsing the crimes and excesses 
of the Stalin era and giving credit 
to Khrushchev for his courage in 
exposing the crimes of the Stalin 
era. But to the question ; what i* 
the (^1 the Soviet Umon is heading 
towards ? the reply is far from cle^ir. 

On the Sino-Soviet rift, Menon 
notes that a reason “why China )»* 


THE social and economic disabili¬ 
ties of under-privileged minori¬ 
ties — popularly equated with 
“untouchability” — is a feature of 
Indian life widely known abroad 
and deeply regretted (officially) at 
home. Thu% ihe Constitution of 
India in the Directive Principles of 
State Policy places alongside such 
general ecnnoraic ideals as the as¬ 
surance of an adequate livelihood 
for all citizens, the promotion “with 
special care” of the educational and 
economic interests of the weaker 
sections of the people. The means 
by which this is to be achieved is 
also provided in the Constitution. 
But socidl change is notoriously 
slow; certainly, it cannot be accom¬ 
plished by a legal snap of the fin¬ 
gers. In recognition of this, the 
-original “grace period” of 10 years 
embodied in the Constitution for 
special legislative representation for 
the backward classes had to he ex¬ 
tended by another 10 years. .While 
the aim of planrung is the improve¬ 
ment of the living conditions of the 
whole society, separate allocations 
have been made in all three plans 
for ^cial programmes of welfare 
for -the scheduled castes, tribes and 
Other backward classes. But their 
success, the Third Plan admits, is 
“difficult to iqoaiure”. 


Any one seeking in the Eleventh 
Annual Report of the Commissioner 
for Scheduled Castes and Scheduled 
Tribes a systematic evaluation of 
the poli^ of social uplift » bound 
to be disappqmtod. This is not be- 
cause the Report is not sufficiently 
exhaustive; it deals, in separate 
chapters, with the various aspects of 
the programme; it is also plentifully 
endowed with statements, appendi¬ 
ces and annexures which form a 
separate volume. But if it is at all 
possible to quantify social progress 
and work out indices of advance¬ 
ment of the under-privileged, the 
Report does not attnnpt it One 
might be inclined to consider the 
data on the cases registered under 
the Untouchability iOflfences) Act 
as an indicator of the incidence of 
untoudiability. But the Report 
warns that this cannot he, since 
most cases of violation of this tac¬ 
tile law never reach the police, for 
obvious reasons. ^ 

Halting Implementotlon 

As a record of the year’s adminis¬ 
tration, however, the Report gives 
plentiful and revealing details of 
the difficulties encountered in the 
implementation of policy. Most of 
these appear to stem from the basic 
nature of the governmental machi* 
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Rtopeytiodly ibrough die Re* 
State Governments are ptftled 
up* iircKviHuaHy and collectively, for 
their Uggariinm. The most telling 
criticism is about the implementa¬ 
tion of the plan schemes; the actual 
expenditure on the schemes, p-edie- 
tahly, falls short of allocations 
made. The gap is more pronounced 
in the case of schemes for scheduled 
tribes, llie experience of a decade 
of working the plans, the Report 
point* out with regret, has not been 
of avail. As foi the provision of 
Rs 260 crores made over and above 
the Plan allocations for rural works 
programmes, schemes for drinking 
water etc. the response from the 
States is “very poor”. If the pro¬ 
gress of the backward classes is 
slow, it is apparently not because 
of the inadequacy of financial allo¬ 
cations. “If all these programmes 
are earned out efFiciently and with 
a sense of -irgency” says the R>^‘por; 
“iherr is no reason why the legiti¬ 
mate aspirations of the backward 
communities to come up to the level 
of the advanre<l communities should 
not be fulfilled in the not too dis¬ 
tant future”. 


As it i.s, the offire of the Comnus- 
aiotier for Scheduled Castes and 
Tribes shows signs of frustration at 
the general lack of enthusiasm and 
cooperation The State Governments 
take too long over investigating 
complaints of the practice, of un- 
touchahility, harrassment, etc, re¬ 
ferred to tliem by the Commissioner. 
An attempt to collect information 
on the concessions and privileges 
enjoyed by the scheduled tribes in 
the forest areas in each Stale was 
foiled because the Governments 
fwith the sole exception of that of 
Tripura) just did not respond 
Particular instances of slackness 
in the States are abundant. For in¬ 
stance : Mabarasbtia. Orissa and 
Mysore are judged to have failed 
in taking ad'^uate steps for the con¬ 
trol of forced and bonded labour; 
in Andhra Pradesh, some houses 
constructed for tribals were occupi¬ 
ed by officials of the Stale govtrn- 
ment (“ibis atuiudc on the part of 
% officials is highly undewrable 
and leads to discontentment among 
tl»e tribals”). In some units of 
Orissa, land belonging to tribals 
has taken away for plantation 
without payment of compensation, 
■j^c Tribal Research Institute in 





Bihar has proposed to utilise the 
allocation meant for expansion of 
research activities ano training 
programmes for die construction ol 
uuitdings. And so on and on. 

Edacation and Eaiplormeni 

Since the policy of sfiecial treat¬ 
ment for the backwar({ classes rests 
primarily on education, empJoynient 
and political representation, these 
aspects of policy are of special in¬ 
terest. One question that suggests 
itself immediately is, how many 
students, belonging to the scheduled 
castes and tribes, are there in colle¬ 
ges and schools now as compared to 
JO years ago ! The Report unfortu¬ 
nately does not provide thi.s typw- of 
information. The physical targets of 
the plan programmes are given in 
terms of the number of scholar¬ 
ships. It is with operational diffi¬ 
culties that the Report is primarily 
concerned — with such facts a® the 
failure of some Stale Governments 
to place sufheient funds with edu¬ 
cational institutions for the ipeedy 
disbursal of scholarships and the 
absence of special reservations in 
some universities. 

However, information on the 
number of scheduled ca.ste and 
scheduled tribe employees in Gov¬ 
ernment service is given And the 
position is considned geneiully 
disappointing despite the “fairlv 
satisfactory” representation in the 
All-India Services Employment in 
Central Government services, for 
instance, is far short of the reserved 
quota of 12J jier cent for srhcduled 
castes and 5 per cent for scheduled 
tribes, line reason given is that 
qualihed backward cla.ss candidate.* 
are rejected on the basis of mark* 
serured in oral interviews. Not just 
the harkward cla,sse-. but many 
others besides would agree with the 
Report’s remarks on this form of 
subjective evaluation and its sugges¬ 
tion that, at least for junior posts, 
interviews should be done away with. 

Political Reprenenlation 

The special treatment in regard to 
political representation, effected di¬ 
rectly through reservation of, seats, is 
to last until 1970. The Report, how¬ 
ever, feels that it can come to end 
only when a “large number” of per¬ 
sons from the scheduled castes and 
tribes are elected from general con 
stituencies. And in this, all politi 



eal parcels have a n>l« to fday. Iliey 
should set up as maay ^ stiitahie 
backward class candidates as possi¬ 
ble. This consideration » apparently 
not given much weightage at pre¬ 
sent. In the Lok Sabha now there 
IS only one member belonging to 
the scheduled caste and 2 belonging 
to scheduled tribes, returned from 
general constituencies. The position 
was a little better in the previous 
Lok Sabha which had respectively 
6 and 3 such members. 


Cmnmonwealfii in Internstlenal 
ITade 

^BOUT 30 per cent of the total 
imports into the European 
Community and European Free 
Trade Association countries last 
year came from Commonwealth 
countries, according to the Com¬ 
monwealth Economic Committee 
in a report entitled “Common¬ 
wealth Trade, 1962”, published 
last week. 

The repiort shows that the Com¬ 
monwealth contributed to the fur¬ 
ther increase in international trade 
last year, hut accounted for a 
slightly lower proportion of the 
world total than in earlier years. 
The Commonwealth’s share of the 
value of world exports, excluding 
those of the Sino-Soviet bloc, fell 
from 24 per cent to about 23 per 
cent. Total Commonwealth pur¬ 

chases (worth more than £12,000 
million) accounted for almost 26 
per cent of world imports. 

Commonwealth countries sold 

about 34 per cent of their exports 
and bought 31 per cent of their im¬ 
ports within the Commonwealth. 
They increased their trade with 

non-Commonwealth countries to al¬ 

most £6,700 million for exports 
and £7,750 million for imports 
Much of this expansion was with 
the United States, which provides 
a market for about one-fifth of the 
total of Commonwealth exports 
Most Commonwealth countries 
shipped goods to a higher value 
than in 1961 to this market. The 
increase was most marked for 
Australia — £104 million compar¬ 
ed with £76 million. Common¬ 
wealth countries also bought more 
from the United States, largely 
because erf increased purchases by 
India, Canada, Australia, and 
Pakistan. 
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aocies in CMi^l JExpori Statistics 

Po^ble Explanations 


i n Sethi 


the stUnuUes of the value oj exports us made by the Exchange Control Ditnsion of the Reseroe Bank 
and the Director-General of Comm^dal Intelligence and Statistics ^have shown marked differences over Bie 
yehrS. '^The Reserve Bank has explsdned the differences as- being caused by the time-lag in the recording of ‘ 

exports by tfie two agencies. ' “ 

- 

If, however, this were the complete eicplanation, either of the two estimates may be higher or tower ' 
them the other, not only from year to year but also from month to month. But the statistics tm a differerfi 
story. For all the years up to WST'^SS and the first half of 1958-59, the estimates of the Exchange Control 
Department of the Reserve Bank were higher than those of the DGCIS, whereas^ in the subsequent years the 
position has been reversed. 

An attempt is made below to provide a more complete explanation of the divergence between the 
two estimates of exports than that provided by the Reserve Bank. 


I^EVEHAL contradictory atatei^ents 
about the “true” export earn¬ 
ings of India and confusing expla¬ 
nations in suppprt of each of these 
estimates have appeared in the 
press. Government spokesmen have 
made, the confusion worse by quot¬ 
ing one or the other estiimte as it 
suits the spokesman of a particular 
department. Despite the fact that 
an authoritative publication of the 
Reserve Bank* lists and explains 
the various sources of discrepancy 
between different estimates, there is 
no end to speculation about the 
“true” export figures. The Reserve 
Bank is partly to blame for this 
confusion becau.se it has not pro¬ 
vided complete information on the 
subject in this publication. 

In the table arb given three diffe¬ 
rent estimates of exports published 
by different official agencies. Col¬ 
umn (4) gives export figures m 
value as recorded by the Exchange 
Control Department of the Reserve 
Bank. Column (2) lists estimates 
by the Director General of Com- 
nibrcial Intelligence and Statistics. 
These estimates are those which 
Reserve Bank publications attribute. 
tovDGCIS. Column (3) gives sudi 
estimates as are directly available 
from the Ministry of Industry and 
Ti'ado. (All estimates are fob). 
There is discrepancy not only bet 
ween (H) and (4) wiiich is largely 
recognise^ but also between (3) 
and f(2) lor vidiich no satisfactory 
explanation is off^d. Sometimes 
figures are marked as “provisional” 

' t 

* Heieivs Bank of India; “India’s 

Balance of I^ymems, 194-8-49 to 1961- 

62 ” Bombav, April 1963 . 


but in subsequent issues little care 
is taken to explain corrections, ex¬ 
cept in the Reserve Bank publica¬ 
tions, 

Direction of Divergence 

The purpose of this note is to 
find out whether satisfactory expla¬ 
nations exist for these discrepan¬ 
cies, for discrepancies exist in the 
export estimates of other countries 
as well. To get at the coriect figures 
is not merely an academic exer¬ 
cise, but. has serious implications 
for policy and its effective admini¬ 
stration. Controversies have crop¬ 
ped up over policy, but they rest 
largely on statistical discrepancies. 

Is there any definite direction in 
which the estimates of the Ex¬ 
change Control Department of the 
Reserve Bank and the DGCIS 
differ? For, if the direction was 
known, the causes for the differ¬ 
ence could probably be located 
successfully. Sometimes the Reserve 
Bank estimates are higher than 
those of the DGCIS and at others 
the positibn is reversed. The usual 
explanation offered for the differ¬ 
ence bet^veen the two estimates is 
that the transactions in the balance 
of payments do not coincide with 
the trafisfer of ownership of the 
good sold. The date of physical 
export of goods need not Coincide 
with the date on which the title to 
the goods is transferred to foreign 
residents. An exchange record 
covers payments made during the 
reporting period for merchandise 
export which may have occurred 
in a previous period or may not 
occur until later, as in the case of 


prepayment. In the exchange cxui* 
trol records exports are entered 
after the goods have been shipped 
and this may or may not occur in 
the same month as that in whi^ 
the shipment has figured in the 
customs data. 

Elsewhere, however, the Reserve 
Bank states that since balance of 
payments is a double entry system, 
both legs of each transaction may 
not have been consistently entered 
in the accounts and, therefore, 
finally the differences find place in 
what is called 'Errors and Omis¬ 
sions’- The actual payments against 


Esthnaies of Exports 

{Rs Crores) 




_(2)_ 

(3) 



1948-49 

459 

(a)' 

483 

+24 

1949-50 

506 

(a) 

514 

+ 8 

1950-51 

601 

624 

647 

+46 

1951-52 

733 

743 

730 

— 3 

1952-53 

577 

577 

602 

+25 

1943-54 

531 

531 

540 

+ 9 

1954-55 

593 

594 

597 

+ 4 

1955-56 

609 

610 

640 

+39 

1956-57 

620 

613 

635 

+ 15 

1957-58 

635 

561 

669 

+34 

1958-59 

573 

573 

576 

+ 4 

1959-60 

639 

639 

627 

—12 

1960-61 

646 

645 

631 

—16 

1961-62 

677 

665 

668 

- 9 

1962-63 

699 

694 

,(«) 


Note : 

All figures 

1 asB 

FOB. 



(«) Comparable figures are not 
available. 


ISIS 


' and receipt# from a l>iH may fc 
■h4*l at a date later than when the 
biUr are aetuaJly drawn and credit¬ 
ed or debited accordinj^ly. Thi# 
difference between the time of cre¬ 
diting the occouritf and that ol 
actual receipt, results, according 
to the Keservc Bank, in a discre¬ 
pancy between the current and 
capital acroiiiilf. “If exports aie 
rising and if teceipte follow the 


die two figure# i« cauaiiig some 
concern in the Ministry. It i# 
feared that «onte exporters might 
have done under-invoicing on a 
large scale”. 

Ib there any causal relation bet¬ 
ween the disparity in export figures 


and tuider-ittvoidng cd «a;pckrtis? In 
this connection, it needs lie stated 
at the outset that die hatimaM of 
the Reserve Bank and the BtGGIS 


are not made from absolutely inde¬ 
pendent data. In fact, it is the 
same long-drawn out, tirne-conaum- 


actual cxpoils of good^, an iiirreas.! 
in awsett may appear aftei the ex¬ 
ports have lakeT) place tausing 
missing credits to show up us errots 
and omissions”, {op nt, p 6) All 
this IS. howevei, a mere accounting 
adjustment. Wliat is .surpiising is 
the otdirience of differences, due 
to the lime lag. at two jiUccs- one 
m the recordinn; of fob values and 
the olh'cr mi “erroi.s and omissions '. 
Besides, it also reveals that the ex¬ 
planation given in terms of the 
time lag in miording is unsatis- 
fartorv. 

If the evplanation offeied by the 
Heserve Bank were the atily true 
one. either of the two estimate < 
may be higher or lowet than the 
other, not only from yeai to yeai 
but also from month to inontli 
However, the statistirs tell a diffe¬ 
rent story For all the yeais iipto 
1957-58 and the first half of 1958- 
.59, the Reserve Bank ECD export 
figiirf.s were higher than those' of 
the DGt.’lS, whereas foi all subse¬ 
quent rears the trend has been 
reversed It is impossible that the 
lag ill .leeording should have been 
foi many years unidirectional and 
then revcrsc'd itself ui the suhs.-- 
queut period. 

Link with Uncirr-Iiivuii-inii: 

In the alwence of a satisfactoiy 
explanation, it ha.s been susjtected 
that it is the widespread under¬ 
invoicing of exports (uloni; with 
over-invoicing of imports) which is 
what causes the difference \ lot 
of confusion and miaundeistanding 
has been caused by the as.sumptioii 
that under-invoicing of exports and 
the discrepancies in export figures 
are intei-related. F'or instance 7'/'^ 
Economic TiniVi (April .5, 196.5i 


towards 

India Steamihip Co., Ltd., hti 
a iteady record of progreti... 
Since Independence, iu ton¬ 
nage hei increased from about 
85,00& D.W. tone to over 
200,000 D.W. tons—more ton¬ 
nage being still on order. 

Its services are also extending 
to various trade routes. After 
initial consolidation in the 
India-U.K.-Continent trade— 
the Company entered the 
Indo-Soviet service to the 
Russian Black Sea porli in 


progress ... 

1956 and later to Rutnaaiaa 
porU- In 1959 the Company 
forged still another link in the 
overseas with South America, 
and in 1960 it extended its 
service to Poland. 

Their experience and reputa¬ 
tion for fast, eflicient and 
dependable service built on tte 
personal care given by their 
experienced officers and crew 
to the cargo entrusted to them, 
have earned them the goodwill 
of their cuitomera. s' 


SHir 

av INDU STIAMSHIP COMPANY 
AEPUTID FOa ITS CASCO CASE. BPNCIENCY. DEPENDAMUTV, 
SPEED AND NODEXN SHIPS CUILT TO SWT THE NEEDS OP THt TKAOI 

ar sHimNC with inoia sriAMtHiP compant. 

YOU WIU AUO HILP TO CONmVI PORflON 
axCHANOB POR INOIA 



INDIA STEAMSHIP CO., LTD. 

*tRRU STiRMSNIP MOSSC** 

»I. OtO COURT HOUSK STRStT, CALCUTTA-t 


riiporlb: 

“The Reserve Bank figures of 
exjiorts are lower by Rs 17 crore.s 
than the figures of the Commerce 
and Ittduatry' Miniitry, it is 
learnt. The wide ffi^rity in 


jjJPWEL PPWAKDf (PKIYATI) UMITIP*". 



petxii^usQB* 
^^^cess, from die fimt 
cmttroct to, die actual shipment. 
whitSi prodwM and docu> 
laenta for both the agencies. What 
reiiilljr happens is thajt one of the 
agentnes short-circuits this process 
for the data received and ignores 
die rettuuning transactions involved. 
A brief statement here of the pro¬ 
cedure of recording of exports will 
be useful. 

The Reserve Bank’s export fig¬ 
ures are added up from what are 
called G R forms, whicii are sup¬ 
plied to the Bank in triplicate, at 
different time intervals and after 
completing necessary formalities, 
by the exporter, the exporter’s bank 
and finally the customs office. Un¬ 
less all the three copies of the 
G R forms finally reach the Re¬ 
serve Bank, no final recording rs 
made, and since all the three forms 
must give exactly the same infor¬ 
mation, no discrepancy should 
arise here. The value of export 
.given in the G R forms may be less 
than the real values and thus an 
element of under-invoicing may 
creep in. But this under-invoicing 
cannot be related to any discre¬ 
pancy between the statistics of (x- 
))Orts collected by varying agencies. 

DGCIS collects Its data from 
shiping bills, which are again 
framed from the data as supplied 
in the G R forms. But G R forms 
are not required to provide all the 
information because some informa¬ 
tion such as freight and insurance 
are simply not available at the 
time when the G R forms are first 
filled. However, no serious discre¬ 
pancies should arise normally if 
all export invoices are prepared in 
rupee currency and at f o b prices. 

Skipping Bills and C R Forms 

Discrepancy arises between values 
of exports given in shipping bills 
and G R forms. Shipping bills, 
whiidi form the basis of DGCIS’s 
export figures, are prepared for 
fob values, whereas the G R 
forms are on the basis of the total 
value. In the latter the cost of 
freight, insurance etc, is only esti¬ 
mated in advance when G R forms 
are prepared The actual cost of 
these items may be more or less 
than the estimated value. If the 
exporter inflates or deflates these 


ctssta. the Reserve Bank i^Ures 
would be correspondiagiy more or 
leas than the IXJCIS’s figures. The 
Reserve Bank Ui really interested 
only in the declaratiiHi of the total 
contracted export earnings and not 
merely in the declaration of { o b 
values. 

A large number of traders, parti¬ 
cularly foreigners, prepare in¬ 
voices in foreign currencies, and 
On c i f basis Hie custom autho¬ 
rities try to separate, by their own 
system of rough estimation, fob 
export values from c i f values, 
because the customs require an 
fob value declaration, on the basis 
of actual or estimated prevailing 
prices, at the port, at the time of 
shipment. In case of c i f bills the 
customs estimate their own fob val¬ 
ues. The actual difference between 
fob and c i f values, when actual 
payments for freight, insurance etc, 
are made, is not likely to be the 
same as estimated earlier by the 
customs, It is clear, therefore, that 
f o h values shown m the shipping 
bills in the case of c i f invokes 
cannot be the exact fob values 
The discrejiancy, therefore, in the 
e.stimales of the RBJ and DGCIS 
can he partly traced to this diffe¬ 
rence between the real and esti¬ 
mated values of exports. Whatever 
may be the degree of under-invoic¬ 
ing in any invoice for exports it 
cannot be related to this discre¬ 
pancy in any way whatsoever. 

Short Shipment 

One additional discrepancy which 
emanates from this procedure can 
be traced to invoices made up in 
foreign currencies. In the prepara¬ 
tion of shipping bills and hills oi 
lading, the customs clearing agents 
use some conversion rate, based 
usually on the then prevailing 
market rate, which is generally not 
the same as that at which th^ 
bankers convert the foreign cur¬ 
rency when actual bills are offered 
for conversion. The time lag ex¬ 
plains the difference between the 
estimated and the actual conversion 
rates. Obviously, even this discre¬ 
pancy ha.s nothing to do with 
under-invoicing of exports as such. 

Another factor which could cre¬ 
ate discrepancy is what is commonly 
called short-shipment, i e, shipment 
which could not take place at the 
last moment after all the docu¬ 
ments were ready. This difficulty 


U faced upcotuntry eijtbiflnm 
who sonMimes fittd that jsoodi 
contracted for export ore not avail* 
able, for one reason or anoRier, at. 
the time when the ship by whkb 
the shipment of goods had been 
arranged is to leave. On the ofoer 
hand, shipping bills are all ready, 
approved, submitted, and record^ 
in advance of the shipment. The 
daily list of exports issued by the 
custom.9 to the DGCIS is prepared 
on the basis of the shipping hill. 

Therefore, the sources of discre¬ 
pancy are more than one and can 
(^rtainly be traced The explanation 
that the differences arise due to the 
time-lag in recording figures, the 
Reserve Bank’s explanation, is not 
a complete one. But the suspicion 
that the divergence possibly arises 
on account of iindcr-invoicing of 
exports should be dispelled. It is 
difficult to comprehend how an ex¬ 
porter can submit two different 
values of his exports and not run 
the risk of being caught for cheat¬ 
ing, particularly when the same 
authority ultimately receives both 
estimates, i e tho.st> given in shij)- 
ping bills and m the C R forms. 

Some Wrong Notions 

There is no doubt, however, that 
underinvoicing and over-invoicing 
are practised on large scale. It 
becomes necessary, tfierefore, to 
throw some light on the subject at 
least indirectly by removing some 
wrong notions about it. First, 
large scale under-invoicing can be 
practised only by large exporters 
who have their agents abroad or 
are themselves agents for a foreign 
company. For an ordinary ex¬ 
porter under-invoicmg will only 
mean losses. Second, with export 
promotion incentives, for an expor¬ 
ter of goods on which large bene¬ 
fits exist, it may be profitable even 
to over-invoice exports. Third, 
even m the case of imports, an 
importer may conceivably under- 
invoice instead of over-invoicing. 
Take the case of raw material im¬ 
ports By over-invoicing an im¬ 
porter will incur large losses, for 
heavy duties have to be paid on 
imports. He can reduce these 
losses by under-invoicing imports. 
This also applies to certain other 
imports like automobiles and their 
parts, etc. However, in the case of 
imports of capital goods, over-in¬ 
voicing will certainly he useful. 

I.SI 7 



“A solemn and public pledge,” said Tata-Fison. 

“To create 1” said Ralli, thinking of fertilizers, 

“To grow healthy crops—ensure bumper harvests— 

feed India’s millions.” 

“To destroy I” thundered Tata-Fison thinking of pesticides. 

“We'll exterminate scurvy pests, villaiitous insect 
and strangling weeds.” 

4 I < 

"In short,” they said together, “a public pledge 

to cover the-field!” 






Tata--Fison and Rallis have com¬ 
bined their separate marketing 
organisations into a single, unified 
service. For the future, all Tata- 
Fison products will be marketed 
i?y Rallis Fertilizer and Pesticides 
Division. The merger will prove 
of immense benefit to the Indian 
farmer. For the first time, one 
integrated service will provide 
advice and products covering 
both crop growth and crop pro¬ 
tection throughout the country 
...a notable contribution to the 
cause of agricultural progress. 

IjilAFiSON 
AND RALLIS 

CWER 

the field 1 


TATA-FISON RALLIS 
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Nepal’s First Budget under 


Y P Put 



the Conslitutibit 


Nepal's budget for 1963-64 n the first under the Panchayati consMutwn. 

Though the budget does not coiUain anything that is new in pnnaple, the pruning o] non-dewlop- 

meat expenditure, and the creation of a surplus hr diversion to developmental acltmttes are Us ngrnfiam 
features. In this respect the budget reflects the Government's anxiety to reduce the country s excessive dfr 
pendence on foreign aid by mobilisirsg internal resources to the maximum. 

The budget also marks a definite stage in the reform of Nepal's financial system. 

\The views expressed in this article are the author’s own and have nothing to do with his ofiicial 

position as Secretary, Ministry of Finance, His Majesty's Government of Nepal.] 


^EPAL’S Budget for the fiscal 
year 1963.64*, presented to the 
National Panchayat on July 4, 1963, 
has been aptly described as “a budget 
of realistic austerity and economy”. 
During the last three years persist¬ 
ent efforts have been made by the 
Government to restrain regular ex¬ 
penditure and contribute the savings 
effected for development activities. 
This is in keeping with the Gov¬ 
ernment’s desire that internal re¬ 
sources must be mobilised to the 
maximum as the Government takes 
on an increasing share of develop¬ 
ment expenditure. In the current 
budget it has been possible to show 
a surplus of Rs 2.M crores in the 
regular budget when in previous 
years the regular budgets invariably 
showed deficits and the develop¬ 
ment budget used to be financed by 
short-term loans from the Rastra 
(Central) Bank. Ordinarily, the in¬ 
flationary impact of the measures 
adopted to bridge the budgetery defi¬ 
cit was not felt because new money 
issued was absorbed by the ex¬ 
pansion of the Nepalese currency 
area and the increased volumd of 
transactions. 

Aa compared with the fiscal year 
} 9^-63, in the regular budget ex- 

S enditure has been substantially re- 
uced by cutting down certain ad¬ 
ministrative expenses and pruning 
the demands of various Government 
departments to the minimum. As a 
result it has been possible to show 
a substantial surplus of Rs 2.94 
crotes which will be carried to the 
development budget. 

' It will be seen from Table 3 that 
the Government will bear 31 per 
cent of the total expenditure out of 
which 16 per cent is to ctme from 

* The fiscal year it from July to 
July, according to the Nepalrae 
calendar. 


revenue resources and the balance 
of 15 per cent is to be raised by 
floating development loans. In the 
budget for 19.59-60, 71 per cent of 
the expenditure was expected to be 
met from foreign aid. The corres¬ 
ponding percentage was 88 in 1960- 
61, almost 90 in 1961-62, and !)4 
in 1962-63 In the 1963-64 budget, 
however, it has been sharply brought 
down to 69. This reflects the Gov¬ 
ernment’s earnest efforts to mobi¬ 
lise internal financial resources for 


development. These efforts will en¬ 
able the nation to gradually reduce 
its excessive dependence on foreign 
aid 

The development budget should 
be judged in the overall context of 
the Three-Year Plan which com¬ 
pleted its first year in July 1963. 
Tlie Plan is intended “to create the 
proper foundation for more realistic 
long-term plans in future”. Its per¬ 
formance in the first year has been 
quite encouraging. According to re- 


Table 1 : Nepal’s RcKular Budgets 

(Lakhs £)/ Nepalese Rupees) 
Fiscal Years 



1956-57 
(Revised 
Estunatv t 

1957-58 
(Revised 
Eslin ate 1 

1958-59 
(Original] 
Estimate 1 


1960-61 
(Revised 
Estin ale • 

M "2 ii 
lo .a « 

E i 

If 4, -1 
2-[2 

1962-63 
(Revnsed 
Estimate V 

, 1963-64 ^ 
(Original ] 
Estiroale) 

Revenue 

Expenditure 

667 

1)64 

7’26 

H38 

805 

795 

823 

Mil 

974 

1101 

910 

1035 

1297 

1244 

1439 

1145 


Deficit (—) or 
Surplus (-I-) on 

Account +3 ~li2__il0 +12 —127 —125 -t-.53 -■ 294 

Sourer Finance Ministers’ annual budget speeches, Ministry of Finance, His 
Majesty’s Government of Nepal. 

’ riiough the levceed estimates -,how sonic surpluses, most of the original estimates 
were deficit. Ordinanly, even in the regular budget not more than 90 per cent 
of the budgeted amount was acually spent. 


Table 2 ; Estimated Expenditure 
Regular Budget 
(Rs ’000) 



Estimate of Revised Estimate 

Estimate of 


1962-63 

1962-63 

1963-64 

(1) Constitutional Organs 

76,88 

71.07 

78,63 

(2) General Administration 

(3) Revenue & Tax 

2.08,50 

1,95,57 

1,94,82 

Administration 

(4) Economic Administration 

74,67 

66,03 

66,22 

& Planning 

20,35 

18,59 

18,52 

(5) Judicial Administration 

25,98 

22,54 

27,16 

(6) Foreign Service 

69,94 

69,85 

57,28 

(7) Social Service 

1.34,74 

1,16,83 

1,31.06 

(8) Economic Service 

3,37,77 

3,21,44 

2,12,83 

(9) Defence 

2,77,00 

2,46,73 

2,75,26 

(10) Miscellaneous 

1,19,50 

1,14,92 

83,16 


13.45,33 

12,43,57 

11,44,94 

Source ■ 

Ministry of Finance 

(Budget), HMG. 






vise4 -MitinUteB lor 19(^43, Sfl, per 
cent th^ etiimAled (ngteniditufe 
been spent, con^arra to be* 
tween lU ant) 40 per cent during 
the First Five-Year Plan, As against 
TaUe 3 i Sammary of the Estimated 
Revenue and Experadtture for the 
TiiuiiMasI Year 1963-64 


(ffj '000) 
Expbndituke 


Total Expenditure 

Estimate 

29,54,27 

Regular 

11,44.94 


Development 

18,09,33 


Income 


Revenue Estimate 


13.68,70 

Foreign Aid 


12,50,02 

Ainenra 

8,45,51 


India 

2.08,82* 


Ghina 

1,00,00 


Russia 

72,09 


New Zealand 

5,27 


U K 

2,50 


Ford Foundation 

14,33 


I L O 

1,50 


Foreign Loans 


1,34,34 

Russia 

1,14,58 


U K 

19,76 


Dehcit 


2.01,21 

Measures to cover 

the deficit 


New Taxation 

70,000 

Internal Development 


loan 

1.31,21 


* The amouni o{ aid received from 
India for certain projects not direct¬ 
ly undertaken by His Majesty's Gov¬ 
ernment IS ncjt included in this 
amount- Taking into account all these 
projects, the amount of aid from India 
will amount to Rs 6 26 crores. 

Source The Finance Minister's Bud¬ 
get speech, Ministry of Fin¬ 
ance, HMG 

the total target of development ex¬ 
penditure during the. First Plan 
period of Rs 57.9 crores, the actual 
expenditure was only Rs 20.4 crore-S, 
Thus only about 35 pei cent of the 
budgeted amount could be spent, 
due to “various limitations in the 
socio-economic structure which 
might have severely constricted the 
absorptive capacity of the econo¬ 
my”. Against this record, the ex¬ 
penditure in the first year of the 
Three-Year Plan is impressive and 
IS indicative of the improvement 
in administrative efficiency. 

It is the policy of the Govern¬ 
ment. as stated by the Finance Min¬ 
ister, to devote more attention to 
improvements in general and finan¬ 
cial administration. Planning in 
developing countries depends en¬ 
tirely on the implementation of 
individual projects in the plan 
whkh in turn is dependent on ad- 
miniitrative efficiency. For example, 
utilisation of funds is not ensured 
by their availability. The Finance 


Minister aaid m hn btidget ^eeeh 
that some governnoem departments 
are to be incorporated and tngde 
sell-accounting units. Significant pro¬ 
gress- has also been madk in train¬ 
ing, both in general and financial 
administratioB. 

The tax proposals in the budget 
for 1963-64 do not mark any funda¬ 
mental change. From the revenue 
stand-point, last year’s pn^posals 
were expected to yield Rs 3 crores 
which came to as much as 30 per 
cent of total tax revenue, whereas 
the proposals for the current fiscal 
year are estimated to bring in only 
Rs 7d lalchs. However, certain 
changes have been made from the 


Main Grant Head 

Head Number 


staxi4'|Kiinli ;9f efufiy* 
and RRsier adpioistnition: fW 
ample, the entertainment tasmS 
which went different in diffennkt 
parts of the country have been 
made nmform with a dight incrakm 
in rates. The income tax has hpm 
made more progressive vdth t 
greater percentage of the yield noW 
coming from the upper income 
levels. Taxes based on occupation 
and religion and the land tax, whidi 
are anachronistic in modem tiims, 
have been abolished. 

During the last two years the 
Government has attempted to diver¬ 
sify Nepal’s trade with cotutiim 
other than India gradually and the 


Estimate Revised Eitimaie 

for Eitimate (or 

1962-63 for 1963-64 
1962-63 


Economic 
Administra¬ 
tion &. 
Planning 


Social 

Services 


Ecunomu 

Services 


Miscellaneous 


4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

1.6 

17 

18 

19 

20 
*21 


Statislici 20,16 

Survey 25,12 

Budget a Accountant 
Training Project 2,52 

Education 1,63,06 

Health 1,11,39 

Publicity & Broadcasting 12,24 

Panchayat 76,48 

Agriculture 1,10,66 

Forest 46,95 

Industry & Commerce 2,03,10 

Communication 19,01 

Transportation 1,32,23 

Electricity 2,50,10 

Public, works 3,57,23 

Investment Loan & Interest 35,52 


Revoting 
ContingeiK y 
Planning 

Administrative Reform 
Land Reform 


10,00 

58.02 

1,19 

12,50 

15 


16,21 

24,10 

1,50 

1,11,60 

94,92 

12,24 

46,28 

65,14 

46,95 

97,08 

6,48 

81.52 

1,19,36 

1,31,05 

26,00 

10,00 

50,00 

1,19 

15 


16.54,66 9,48,77 


8,54 

29.67 

2,00 

1,77,42 

1,38,21 

13,95 

78,78 

1,31,60 
51,59 
3.73,83 
17,44 
1,74,49 
1,89,10 
3,97.77 
8,14 

S.OO 

13,00 

1,33 

2,30 

5,00 

18,09^3 


* Includes Rs 15,000 for transportation & communication for the year 1962-63. 
Snurie The Finance Minister’s Budget Speech, Ministry of Finance 

Table 5 : Main Sources of Revenue in Selected Yean 

{Rs '000) 


E 

V 

(1952-53 

(Revised) 

1953-54 

(Original) 

1956-57 

(Revised) 

si 

mO 

1960-61 

(Revised) 

1961-62 

(Original) 

s S 

SbS 

va4 ‘•wc 

1963-64 

(Original) 

Customs & Excise 

10285 

12130 

28732 

37641 

40400 

39149 

46600 

53700 

Land Revenue 

13216 

1.3370 

16005 

25600 

20000 

28234 

32964 

59000 

Forests 

2365 

2775 

7463 

15000 

12000 

8680 

9805 

13980 

Total 

25866 

28275 

52200 

78441 

72400 

76063 

109369 

126668 

Percentage of 

Total Revenue 

42 3 

47 7 

78 2 

70 5 

74.0 

70 9 

84.3 

91 8 


Source: Ministry of Finance (Budget), HMG 


Table 4 : Eatimated Development ExpendHure in 1963-64 

{Rs ’000) 







Accept* dbftt ’‘exchange e^- 
i experts must, at Ais 

«tA^, jeonsist oi products until siu^ 
‘ titiBts «k vre arc abh to industria* 
liw”. In tlie field oi monetary re» 
i6rm, the existence of a virtual dual 
currency system under which both 
Nepalese and Indian rupees circu¬ 
late in the country, has made it very 
^Ificult' for the Rastra {Central,) 
Bank to um' the various instruments 
of monetary control. At the .same 
time, traditions and other socio¬ 
economic factors which make for 
the use of Indian rupees arc still 
present, and these cannot be done 
away with at a stroke through a 
piece of legislation or Covernrhenl 
decree. Therefore, to enable the or¬ 
derly and progressive withdrawal of 
Indian currency and its sub.stitution 
by Nepalese currency, the Govern¬ 
ment has been maintaining since 
April 1960 a rate of exchange of 
IC Rs 100 for NC Rs 160 on un¬ 
limited convertibility As a result, 
the exchange rate ia quite stable 
today in marked contrast with the 
earlier years when there wore wide 
and frequent fluctuations in the 
rate. The Foreign F.xchange Regii- 


lArion' Act, came Wo force from 
'August 17,' 1963 in 20 important 
urban areas, mostljr in farai regions 
and s<irne hilly regions and this 
should help to further stabilise the 
present rate of exchange. This will 
also, “assist in getting rid of the 
dual currency system and gradually 
introducing a single monetary unit 
throughout the country”. 

The budget for 1963-64 which fs 
the first under the Panchayati 
constitution was approved by the 
National Panchayat in less than 
three weeks on July 22, 1963. 
Though it does not contain any¬ 
thing that is new in principle, the 
pruning of regular expenditure and 
the creation of a surplus for diver¬ 
sion to developmental activities are 
its significant features. The policies 
of the Government as set out in the 
budget aie those which have been 
evolved and followed over the past 
two years or even more, but the 
budget marks a definite stage in 
the refoim of the rountry’s finan¬ 
cial system. It also reflects the Gov- 
ernmetU's anxiety to reduce depend¬ 
ence on foreign aid by mohilising 
internal resources to the maximum, 



Bumnesn Notes 


Gwalior Rayon 


IIESPITE an iiicrase m sales from 
Rs 1207 crores to Rs 1.3.0fl 
crores, the gross profits of Gwalior 
Rayon Silk Mfg tWvg) Co for the 
year ended March .3], 196.'i, be/oie 
providing for depieciation, develop¬ 
ment rebate and taxation, is lower 
at Rs 3.89 erores as against Hs 4.03 
crores in 1961/62, lecording a fall 
pf about .3 per cent. Higher provi- 
^sions for depreciation and develop- 
m«it rebate reserve at Hs 83.89 
lakhs' {Rs 43.60 lakhs) and Rs 
112.36 lakhs {Rs 9..56 lakhs) res¬ 
pectively and increased expenses 
and Costs all round have reduced 
the net profit before taxation, from 
Rs 349.90’lakhs to Rs 192 55 lakhs, 
i e by 45 per cent, the net profit 
margin falling from 28 to 15 per 
cent. 

The Directors attribute the lower 

S rofits to various reasons such as 
filial working expenses of the pulp 
iftetory. last, started operations in 
'January last, higher power and furl 
exoences, donations, excise duty on 
sulphuric acid manufactured in the 
Company's plants larger consump¬ 
tion of coal owing to the inferior 
' giHility aW furnace <oiI in- 

* ■ dxtrti cost. Pref«f*ac^ and 
' .• ' 
■I'J : 


ordinary dividends have been re¬ 
peated at the previous rates, name¬ 
ly at H 57 per cent and 25 per cent 
(Rs 2.50 per share) subject to tax 
The oriliaiiry dividend which will 
absorb Rs 62.50 lakhs is proposed 
to be paid out of the General Re¬ 
serve to which is transferred a sum 
of Rs 172 lakhs from the year’s 
[irofil After meeting the preference 
divldeiul of Rs 12.92 lakhs and 
allocating Rs 15 lakhs to preference 
yhaies ledeiiipiion fund a small 
balance of Rs .3,547 is earned for- 
watd. 

No amount is set aside for taxa¬ 
tion liability in respect of profits 
for the exepmtion period covered by 
an Agreement between the Compa¬ 
ny and M P Government, but a 
total sum of Rb 822 lakhs has been 
set aside in the General Reserve 
inter alia to enable appropriation of 
such liabilily if ultimately estab¬ 
lished against the Company. Subject 
to any such HaMlity, the earnings 
per ordinary share works out to Rs 
7.18 which covers the ordinary divi¬ 
dend by nearly 2.9 times. 

Having sponsored a research 
work on '‘High Tenacity Fibre’ the 


Company hni b«en W' 

elusive right ,oi a |iatent 
taken out by the -Birfa CoHnge/tSif 
Science, under the title “A' pPooeos 
for ImprWing th? Prppejfties "bf 
Viscose Rayon Yai:n or Eilapsentg 
and Staple Fibre”. 

The Directors deplore the heavy 
incidence of excise duty which 
amounted to Rs 2.74 crores com¬ 
pared with Rs 1.91 crores irr 1961- 
62 From March this year, the rate 
of excise duty on staple fibre has 
been stepped up by 33 1/3 per 
cent from Re 1 per kg. Asides, 
sulphuric acid manufactured in the 
Company’s plant which is Used for 
the production of staple fibre also 
bears an excise levy at 10 per pent 
ad valorem. Tlie Directors point 
out that a heavy excise duty on 
stable fibre tends to restrict its use 
as a substitute for cotton. The Di¬ 
rectors further state that the im¬ 
port of 25 million pounds of staple 
fibre permitted by Government to 
suiiplement cotton requirements, has 
adversely affected the staple fibre 
market m the country. 

The Company’s application for 
the expansion of its productive capa¬ 
city of staple fibre to 150 tons per 
day is pending with Government 
Rayon fabrics of the Company are 
exported to UK, USA, Canada, 
Africa and East Asia in progres¬ 
sively increasing volume. The pulp 
plant of the Company in the State 
of Kerala, which is claimed to be 
the first plant in tlie world to pro¬ 
duce rayon pulp from bamlxiQ, has 
now started trial operations and is 
facing teething troubles which are 
expiected to be overcome shortly. 

IiuilaQ Dyestuff 

XHK Annual Report of the Indian 
Dyestuff Industries for the year 
ended March 31, 1963 shows that 
the Company’s sales have gone down 
during the year from .Rs 258.10 
lakhs to Rs 238 91 lajchs. The gross 
profit has also declined from Rs 
78.52 lakhs to Rs 52.18 lakhs. De¬ 
preciation provision is increased to 
Rs 16.18 lakhs {Rs 4.91 lakhs) and 
taxation absorbs less at Rs 4.30 
lakhs {R« 33.70 lakhs). Slatutorv 
development rebate reserve jgets Rs 
20.62 lakhs as against Rs 37,000 
previously. Net profit is diown at 
Rs 7.50 lakhs 'compared with R» 
32.07 lakhs in the previous war. A 
sum of Rs 8 lakhs is brou^ ftwi 
General Heserve to the year’s profit 


' , 1 - 


'1*1' 


to wwble jiftjiiibtot of « pretoro^ 
at the rate 8.S8 ‘j^r 
absorbii^ Rs 2.70 laitog an^ 
an ordtnaiy mvidend at 7 per cent 
itosarbmg Its 13.07 lakhs. 

The le»B favourable results 
adhieved during the year are attri- 
bated to the additional excise duty, 
unhealthy competition, rise in the 
price of essential raw materials, etc. 
The Directors state that the manu¬ 
facture of sulphuric acid and oleum 
is expected to commence in 1964. 
An industria) licence for the manu¬ 
facture of 1000 tons of Anthraqui- 
none, a basic intermediate for the 
production of vat dyestuffs, has now 
been obtained by the Company and 
a collaboration agreement for the 
supply of technical knowledge for 
the manufacture of intermediates is 
concluded with Messrs A C N A of 
Italy, who have been allotted 5,120 
equity shares of the Company 
against machinery and equipment 
supplied. The total technical fees 
paid to the collaborators in terms 
of the agreement amounts to Rs 
17.70 laks. 

Ghemiooiat 

^HEMlCOAT which has issued its 
Second Annual Report for the 
year ended March 31, 1963 has 

commenced trial production in the 
current year. Various varieties of 
indigenous paper are now being me¬ 
tallised to ascertain the qualities 
best suited for the process. Regular 
production will commence shortly. 

As the products are likely to have 
a ready market and the demand is 
expected to be more than the avail¬ 
able supplies, the Company has ap¬ 
plied for Government’s permission to 
expand its capacity. ICICI has in 
all sanctioned a loan of 290,473 
dollars and in addition, the Com¬ 
pany has arranged a term of Rs 5 
lakhs from its bankers. 

The Accounts for the year show 
a loss of Rs 54,298 after capitalis¬ 
ing Rs 1.84 lakhs as ‘Expenditure 
during construction’. A* net loss of 
Rs 46,259 is taken to the next ac¬ 
count. 

Universal Electoics 
UNIVERSAL ELECTRICS went 
into production last May. The 
initial teething troubles have been 
successfully overcome and the plant 
ig expected to reach its rated capa¬ 
city soon. The House Service Meters 
produced by the Company have been 
tesdffed satisfactory and the Com¬ 
pany has already secured or^s 




from seme Govwiwnmt depsirteeats. 
Thrae facts ate revealed in toe 
second Annual Report of the Com¬ 
pany for the year ended March 31, 
1963. The Company’s collaborators, 
Mitsubishi Electnc Corj^tion, 
have deputed their technicians at 
the Company’s factory to train toe 
staff and workers. Preference shares 
of the value of Rs 1.50 lakhs have 
been issued to the collaborators for 
consideration other than cash. i 
The Accounts for the year show 
a loss of Rs 25,8^ after transfer¬ 
ring Rg 2.03 lakhs (o ‘Expenses 
during Construction’ Account and 
providing Rs 15,230 for deprecia- 
ciation. 

Praga Tools C<Mi>oration 

qpHE working results of Praga 

Tools Corporation for the year 
ended March 31, 1963 show that 
the factory output improved during 
the year from Rs 61.66 lakhs to 
Rs 73.22 lakhs and that sales were 
higher by 9.7 per cent at Rs 74.63 
lakhs compared with Rs 68.05 lakhs 
in the previous year. But the finan¬ 
cial results are. highly disappoint¬ 
ing. The Company’s net profit is 
barely Rs 34,382, and after adjust¬ 
ing this amount against the previ¬ 
ous loss of Rs 4.08 lakhs, there is 
still a net loss of Rs 3.72 lakhs to 
be wiped out The Directors how- 
over -state that there was some im¬ 
provement in the ways and means 
position. While production has in¬ 
creased by 19 per cent, the capital 
blocked up is reduced by 6 per cent. 
This improvement has been achiev¬ 
ed by rationalisation of production 
and economy in expenditurf and 
improvement in labour-management 
relations. The position would have 
been happier still, had it not been 
for some teething troubles in the 
cutter grinder programme, un¬ 
healthy inter-Union rivalries and 
serious shortages of basic raw mate¬ 
rials like pig iron and steel. 

In regard to the implementation 
of different expansion projects of 
the Company, manufacture of 
chucks is delayed on account of 
the non-receipt of the special raw 
materials required. Production of 
tool and cutter grinder will com- 
mance by the end of the current 
year for which nearly 70 per cent 
of the machinery required has al¬ 
ready arrived and Is being installed 
and the balance will reach shortly. 
Praga’s own type of lathe chucks 
are now produced in larger num¬ 


ber and toe tote of pitotoictton li^ 
expected to increase by 25 per Ofto* 
In rs^ard to the Polish project fpr 
toe. establishnient of a Forge and 
Foundry unit, toe decision of file 
Government of India is still await* 
ed. As for the machine tool jpart 
of the project, it is likely that Gov- 
renment will divert the project to 
another company. The Expert Com¬ 
mittee appointed to make recom¬ 
mendations in this context has al¬ 
ready submitted its Report, and 
Government’s decision thereon is 
awaited. The Company is produ¬ 
cing some important items for de¬ 
fence requirements. 

Chembra Peak 

UHEMBRA PEAK ^tales has 
maintained its dividend of 20 
per cent on equity shares for the 
year ended Marcli 31, 1963. The 
tea crop harvested exceeded the 
previous year's quantity and was a 
record Coffee crop harvested was 
less but for which the financial re¬ 
sults would have been better off. 

After full provision for taxes, the 
net profit amounted to Rs 2.91 
lakhs compared to Rs 3.60 lakhs in 
the previous year. Out of the dis¬ 
posable profits, Development rebate, 
reserve absorbs Rs 14,000 and from 
the balance of Rs 3.03 lakbe, Rs 
2.80 lakhs will be utilized to pay 
the equity dividend at 20 per cent. 

The Chairman states that the es¬ 
tates are in good order, and a high¬ 
er crop is expected in the current 
year Sale Prices so far realised 
also show an improvement. As such, 
subject to im{x>nderableB, the 
Chairman feels that the future 
should be rea.sonalily bright for the 
Company. As against the issued 
capita] of Rs 14 lakhs, and Reserves 
and Surplus amounting to Rs 14.69 
lakhs, the Company's fixed assets 
stand at Rs 27.% lakhs. 

SlyBore 

gHAREHOLDERS of Mysore 
Sugar Co, will feel happy to 
know the decision of hte Directors 
of the Company to issue bonus 
shares. But such bonus issue is pro¬ 
posed to be made after the issue of 
right shares in the ratio of two for 
one This implies that shareliolders 
will have first tq provide further 
capita] to the Company and then 
get the bonus issue. The present 

S aid up capital of the Company js 
is 21.79 lakhs (in shares of Rs 10 
each) which will be raised to Rs 



by t«ue of right 
Bmus shares of the value 
Its 21.79'lakhs by capitaliaiog a 
like amount from the (Jeneral ne- 
aetrve will be issued in the ratio of 
tme fof every three shares held (in- 
^cluding rights shares) and thus the 

E id up capital will be raised to 
87.17 lakhs which is about four 
times the existing paid up capital. 
Still the Company will be having 
a large amount of reserves at its 
disposal 

The Directors also propose to in¬ 
vest Rs .30 lakhs in the shares of 
Mysore Acetate Chemicals Co, a 
new company m formation. The 
new Company is promoted by the 
Myrore Sugat Co in collaboration 
with American, Swedish and Bel¬ 
gium firms with an authorised capi¬ 
tal of Rs 5 rrores of which shares 
of the face value of Rs 2.25 crores 
are proposed to be issued for the 
present. Mysore Acetate will manu¬ 
facture cellulose tri-acetate .fiakes 
employed in the production of raw 
films and secondary acetate mould¬ 
ing powders used in the plastic in¬ 
dustry. Mysore Sugar Co will enter 
into a long-term contract with the 
new Company for the purpose of 
supplying acetic acid and acetic an¬ 
hydride produced from its distillery 
to the new Company for manufac¬ 
turing acetates. 

Mysore Paper 

Directors of SCysore Paper 
Mine report that during the 
year to March 31, 1963, production 
and sales improved slightly over 
the previous period Sales amounted 
to Rs 1.23 crores as aigainst Rs 
1.19 crores. The higher price for 
paper approved since June 1962 was 
not, however, sufficient to offset 
th« higher cost of raw materials, 
stores, etc. But operational effici¬ 
ency brought down production costs 
appreciably. 

The Company has provided Rs 6 
lakhs for taxation (same as in the 
lost account) and has no SPT liabi¬ 
lity. Net profit earned is Rs 6.14 
lakhs (Ns 6.36 lakhs). Drawing 
Rs 37,600 from the Dividend Equa¬ 
lisation Reserve and taking into 
'account the balance of the previous 
> account, the Directors have propo¬ 
sed to pay a dividend Of 12 per cent 
is Da 1.20 per share, taxable, 
which will absorb Rs 6.75 lakhs 
and leave Rs 1S,100 for the next 
account. 
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la connection with its expansion 
schemes, thy Company has. drawn 
during the year foreign exchange 
leans amounting to Rs 63 lakhs 
from Commonwealth Development 
Kinanoe Co, and Rs 44 8 lakhs from 
ICICI, and rupee finance of Rs 35 
lakhs from the Industrial Financd 
Corporation of India Part of the 
machinery has already been receiv¬ 
ed and is being erected Bulk of 
the equipments is expected to be 
installed and put to use by Febru¬ 
ary 1964 

Money Market 

Thursday, Sepiember 5. 
^ SllDDKN surge of demand 
early this, week caused a niild 
flutter in the call money market 
with the call rote spurUng from 1 
per cent to 3 per cent witfim two 
days. This is not, however, due to 
any hlnugcncy in money supply; 
tor the Scheduled Banks’ returns 
lor tile week ended August 2d show 
that the return flow ot funds into 
banks is still on tlie rise with 
aggivgate deposits increasing by 
hs io.25 crores and bank credit 
contracting further — even more 
.substantially than in previous 
weeks — by Rs 13.41 crores. The 
constantly widening gap between 
deposits and credits has increased 
liie resources of banks and enabled 
them to pay off practically their 
entire borrowings from Reserve 
Bank and to swell their investments 
sizably. Uuiing the week ended 
August 23, the banks added Rs 
15 36 crores to then investments 
and increased their cash and 
balances with Reserve Bank by a 
net amount of Rs 5.33 crore.s; they 
have fui tiler reduced their other 
borrowings by Rs 5 42 crores and 
now owe only a negligible amount 
to the Reserve Bank In these cir¬ 
cumstances, the demand for funds 
appears to have stemmed mainly 
from the need to make quarterly 
tax payments due by Sepiember 1, 
in which case the spurt may prove 
temporary. But it is likely that 
funds may find their way to Cal¬ 
cutta where the stringenry is more 
perceptible, the call money rate 
going upto 4 per cent. 

The plentiful supply of loanable 
funds was also reflected when Tre¬ 
asury Bill tenders were t^ped last 
on September 3. Rs 4 croreg were 
offered against Rs 2 crores invited. 
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the avmge' rtite' 0)^ 
ing slightly from to 2.^^ 

per cent. Intermediates sotd wtire 
also higher during the week mio- 
unting to Rs 7 crores GonapOrlng 
with Kfi 7.19 crores in the previous 
week. If surplus funds contifiae 
to seek investment in TfeSsury 
Bills and giltedged securilies^ it will 
gradually lead to a contraction of 
floating funds and this will influ¬ 
ence future trend of the call 
money rate. 

Reserve Bank’s returns for the 
week ended August 30, indicate 
heavy withdrawal of deposits by 
banks to the tune of Rs 12,47 efores 
and only a small addition of Rs 44 
lakhg to their borrowings. These 
additional resources may have 
been needed by banks to meet their 
current disbursements or' to step up 
their investments. If it is for the 
latter, which is very likely in View 
of the rising trend of the giltedged, 
it will be reflected in the next re¬ 
turn of scheduled banks. 

Active notes declined further 
during the week by Rs 17.67 crores 
of winch Rs 4.62 crores is held in 
the Banking Department and the 
balance of Rs 13.05 crores has 
been absorbed by the Issue Depart¬ 
ment. The rupee securities in the 
Issue Department stand reduced by 
Rs 14.91 crores. Besides this re¬ 
duction in the Bank’s securities 
there is a further fall in the Bank's 
investments and Treasury Bill 
holdings by Rs 7.28 crores in the 
'aggregate There is thuj a total 
depletion of Rs 22.19 crores. in die 
Bank's securities to meet other de¬ 
mands In addition to the willi- 
drawal of deposits by banks, State 
(iovernments’ deposits have also 
been withdrawn by Rs 4.97 crores 
Although Central Government’s de¬ 
posits are up by Rs 8.86 crores, 
there is a net fall in total depofflts 
by Rs 9.01 crores. Foreign assets 
which increased last week by Rs 
3.27 crores have declined this week 
by Rs 3.29 crores, the entire fall 
being in balances held abroad. 

The giltedged market cemtinued 
to rule firm during the week with 
demand persisting in several short 
and medium dated issttes; S-J per 
cent 1968 shot up’ to Rs 98.10: 
3 per cent 1970-75 to Rs 89; 3 
cent 1966-68 to Rs 98; and 3 per 
cent Conversion loan to R» 64.65 
The undertone is firm. 
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Pab^i7« Confectionery M 
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Statemetit by the £3^riiiaii, Mr H V R lengar 


following ttctnOent ha& been 
circulated to Shareholders of 
Parrys Confectionery Liniited'by the 
Chainmui, Mr. H. V. R, l<^ar : 

Since the last Annual General 
Meeting, Mr- C. N. Noel-Tod, one 
of the foUnder-Directbrs of the Com¬ 
pany, and Mr. P. Hadiield, who. 
joined the Board in July 1959, have 
resigned their appointments as 
Directors consequent upon their re¬ 
turn, for permanent residence, to 
the U. K. Both of them have made 
valuable contributions to the deve¬ 
lopment of the Company from its 
small beginnings in 1954, and I 
am sure you will wish to join with 
me in recording our appreciation of 
their services I feel sure you will 
also welcome the new members of 
the Board, Mr. K. P, Ramsami, Mr. 
G S. Narasimhan. and Mr J. S 
Prabhu 

The Rejsorl & Accounts foi the 
year ended Slst March 1963 have 
been in your hands for the statutory 
j)e.nod and, with your permission. I 
will take them as read. 

In spite of the increase in sales 
of 10% to a new record of Rs 1.48 
I rores, the net profit for the ye.sr, 
after taxation at Rs. 3,88,903, is Rs. 

1 3fj lakhs lower than that of last 
lear 

Impact of .S P T 

The main reason for this reduc¬ 
tion IS the provision of Rs. 1.85,000 
'vhich It has been necessary to make 
foi the Company’s liability under 
the Super Profits Tax Act. although 
the increased costs of production, to 
which I referred in my speech last 
vear, mainly in respect of raw mate¬ 
rials, packing and wages, have all 
tended to off-set the gains achieved 
hy a higher turnover. 

It is not possible to 'say at pre¬ 
sent whether the Super Profits Tax 
will be abolished or further libera¬ 
lised, although, in view of the effect 
of the Ux on the capital market, 
there is a very strong case for its 
abolition. The tendency fot costs 
of production to rise has, if any¬ 
thing, been accentuate^ by the ad-. 
3itlonal indir^ taxes levied in the 
1963 Budget. Additionally, your 


Cdmpany is faced with the rteed to 
conserve resources for rehablHtatipn 
of its plant and machinery which 
will involve substantial expenditure 
over the next ten years. „ 

It is in this context that' your - 
Directors have recommended a re¬ 
duction in the -quantum of dividend 
on the. Ordinary Share Capital of 
the Company for the year under 
review, to a total of Rs. 3^20,000 
(representing 16% on the Ordinary 
Share Capital I as against Rs. 
4,70,000 last year. Whilst the re¬ 
duction in dividend is regretted, it 
will be noted that it is more than 
accounted for by the Super Profits 
Tax liability and that the total divi¬ 
dend the year still represents 

a very high jfiroporlion of the net 
profits, after taxation, for the year ' 

At the same time, your Directors 
have appropriated to reserve the 
bulk of the surplus brought forward 
from last year and of the net profit 
for the. year, after provision for 
dividend, so as to obtain the maxi¬ 
mum benefit under the Super Pro-' 
fits Tax Act in respect of the cur¬ 
rent and future years. 

I am happy to say that a signifi¬ 
cant feature of the year’s turnover 
was that a major portion of the De¬ 
fence Forces’ requirements of tof¬ 
fees. valued at over R.s. 8 lakhs, wa.s 
supriliod by your Company aeainst 
lenders placed by th*- Chief Direc¬ 
tor of Purchase and through the 
Canteen Stores Department. 

The uowaid trend of sales in 
North India, to which I referred 
last year, was well maintained and 
approximately 40%' of the increase 
in sales was in that area. This fs 
an encouraging sign and it is hoped 
that in the not too distant future 
vour Company’s products will be as 
nopular in North India as in the 
South. 

Your Company, in common with 
the other units in the confectionery 
industry, faces two main difficulties, 
namely, rehabilitation df plant and 
maohinery. and rising costs of pro¬ 
duction. The long-tenn progress 
ffeoends largely cm the Company’s 
ability to cditain licences for import 
6f machinery in brdar to tpabitain' 


.even the preseat irate of aales gnfwlb 
fn the face of rising costs ot‘]nt>dnc* 
tion. tile extent'to which the induff 
try can overcome diese difficulties 
depends, in turn, upon the Govern*, 
ment’s licensing and fiscal policies. 

Foreigyi Exehwtge AllocaUan 
In the matter of . allqcation , dl 
foreign exc|uinge for imports^ the 
confectionery industry is accorded a 
low prbrity, although the types of . 
machinery needed by the industry , 
are not manufactured in India- Iti ’ 
a consumer line like confectionery, . 
more than in any other field, trends 
and ideas keep changing fast and' 
pose a continuous problem to the 
industry to keep pace with refine* 
ments m manufacture and packog* 
ing. You will have noted from tbe 
sales pattern over the years that tbe 
demand for wrapped sweets has 
been steadily rising. While this deve¬ 
lopment has taken place, the indus¬ 
try, owing to import restrictionB, 
has remained insulated Iroip ,tbc ■ 
advance western countries .have 
made in packaging and is, today, 
finding itself illequipped to meet 
the changed situation. The imba¬ 
lance IS greatest between the sweet¬ 
making capacity and wrapping it in 
ways that will appeal to tire con¬ 
sumer; and if the industry .is to 
maintain its growth in the home 
market and, more especially, to play 
an effective role in developing ex* 
ports, it must be assisted by grant 
of adequate licences for import^ of 
machinery required for modermsa. 
tion, rationalization, and replace¬ 
ment, Against this, the only remedy 
the Government has to offer is to 
exhort manufacturers to export, in¬ 
curring heavy losses, and then allow 
only a nominal portion of the for¬ 
eign exchanee earned fm import of 
machinery. This attempt to r^abili- 
tate the industry through the me¬ 
dium of'exports has proved ineffec¬ 
tual, costly, and uneconomic, I 
would, therefore, strongly urge the ’ 
authorities to view this problem 
with sympathy and to accord a 
higher priority than at present to 
the confectionery industry in the 
maher of issuing' licences for ma- 
cjiinery imports. 

IS25 


fiKifc Cort ? 

It is well known that tha confec¬ 
tionery industry in India has to pay 
a much higher price for sifgar, 
glucose, and wrapping pajjcr — the 
main raw materials—than its coun¬ 
terpart in other countries. Addi¬ 
tionally, the industry is dependent 
on imports for many items of raw 
materials like gum arahir, menthol, 
tartaric arid and lecithin. ,ind if is 
virtually impossihle to cover its le- 
quirements with the limited import 
licences made availahle This, in 
turn, forces the industry to huy [lart 
of its requirements from established 
importers at very high prices While 
this unwholesome position persists, 
it ha.s been further aggravated by 
thf increase in Customs and Excise 
Puties on cellophane, tinplate, and 
aluminium foil f)ue to the addi¬ 
tional tax levies, our wrapping and 
packing costs will ri'c by no less 
than }{« 'i 5 lakhs on the same turn¬ 
over a.s last year The increase iii 
Central .Sales Tax and surchaige on 
freight intiodinrd at the .same time 
will account for ,i further Ks, 
50,0(K)/-, Added to this is the steady 
riM in otir wage- lull owing to the 
continuous upward movement of the 
Cost of Living Index 

Increased costs cun, no doubt, be 
off-set to some extent by higher 
turnovei and operating eionoinies, 
but. clearly, there is a limit to this 
procMs of adjuslinenl In the long 
ntn, higher costs inevitably force 
the iiidustiy to increase its price-. 
As confectionei y is a semi-luxury 


item, e steep Increase will un¬ 
doubtedly inhibit consumption and 
is, therefore, not in the interests of 
the industry. It also makes it vir¬ 
tually impossible for the industry 
to develop the export market. 

Liberal Import Policy Vital 

ft should cause no surprise, there¬ 
fore, that our exports have so far 
been negligible in relation to the 
jiolcntiai that exists. The quality 
of our product is not the obstacle. 
Except, {lerhaps, in the latest 
technique.s of wrapping and packag¬ 
ing, we can offer a quality of sweet 
that can match the bc*st available 
elsewhere. It is the wide disparity 
in the costs of production between 
the foreign and Indian manufactur¬ 
er that stands in the way of our 
developing a large export market 
Thc' drawback of Customs Duty on 
im}iorled raw materials and rebate 
of Excise Duly on sugar and other 
indigenous raw materials, together 
with the cash subsidy of 10% on 
the f.o b value of goods exported, 
still leaves the gap wide ojien If 
a major break through is to be 
made ill the export markets, I would 
urge the Government actively to 
considei a liberalisation of iropoit 
policy in respect of machinery as 
well a.s of essential raw material 

In a glowing economy, the de¬ 
mand loi consuniei goods is hound 
to rise, hut the future prospects of 
the conieetionery industry depend 
largely on the <issislance it receives 
from (iovernmeni to reduce the 


high cost of prodttc^hi attd to IM 
right the hnbAlanoes that affect its 
working today. 

During the year under review, 
our relations with the staff and }>- 
hour have been most cordial, and 
I take this opportunity to record 
our sincere appreciation of the ex¬ 
cellent work done by them. 

The above statement is not a re¬ 
port of the proceedings of the an¬ 
nual General Meeting, which will 
be held on the 27th September 1963. 

Simplex Mills 

rktJRINO the year ended March 
^ 31, 1963. Simplex Mills has 

shown a lower profit of Rs 23.80 
lakhB compared with Rs 38 59 
lakhs in 1961-62. Sales and miscella¬ 
neous Income dropped from Rs 
3 39 crores to Rs 3,14 crores The 
drop is attributed to the dislocation 
caused by installation of new ma¬ 
chinery Profits are less also on 
account of high prices of cotton, 
and stores and increased expendi¬ 
ture Out of the profits, over and 
above the provision required fot 
development rebate reserve, the 
Company had to set aside as much 
as Rs 17.04 lakhs as bonus due for 
the four years 1957-61. The amount 
left over is Insufficient to pay any 
dividend Hence the Directors have 
transferred Rs 9 62 lakhs from 
General Reseive No 1, and recom¬ 
mended a dividend of Rs 8 per 
share (Rs 11 last ye.sr) absorbing 
Rs 9.68 lakhs 


Freedom it in peril, 
defend it with ell your might 
— iAWAHMLAL NEM8U 

CONSERVE RESOURCES 


india'f resourcei are pre¬ 
cious All of them muR be 
pressed into the vital task of 
strengthening the country. 
This is the only way we can 
meat the threat to our 
freedom. Extravagance and 
waste will injure the nation. 
Freedom has its price and 
It is we who have to pay it 
in full measure. 




PRESERVE FREEDOM WITH ALL YOUR STRENGTH 


ha MW 
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,i# die text of Ifee he! fatwl fikVifd a£ important pait in 
/%n^' iikiijlvered hy* jShri S L> abapin^ the policies of the Co^any, 
Kikhdu^t CSiumuin, at the 17th «rluch accounts for its prosperity to- 
Ajqintull .General lifting of the 4ay. He was a practical engineef 


Company, held in Pewna op Tues¬ 
day*' the 27th August, 1963 : 

Ladies and Gentlemen, 

I yveloome you to this meeting. 
Before I commence today's husi- 


of outstanding ability and an 
efficimt administrator. By hU mfiiit 
and human qualities, he bad ear¬ 
ned for himself a distinguished 
position in the organisation. Un¬ 
fortunately, he v/as snatched away 
ness, as you all know, Sir Shri Ram from us in the prime of his life, a 
had been the Chairman of^the 'Com- time when he would have been of 
pany from its very inception for a greatest help to the Organisation 
period of 15 years, and he resigned jf gm sure, you are with me in offe- 
from the Board towards the-end ^of ring our respects to his memory. 

ProgreM MainUUned 

You had the report of your Direc¬ 
tors and the Audited Accounts of 
the Company for the year 1962-63 
in your hands well in advance. 
I believe, you have gone through 
the samp. You would, therefore, 
permit me to take them as read. 


1962, on account of ill-health He 
pass^ away on the lllh January, 
1968, in Delhi. He, by his able 
leadership and astute business sense, 
guided the jjolicies of the Company 
and led it on from success to suciess. 


A Distinguished Industrialist 

Apart from this, he was one of 
the foremost industrialists in the 
country and a great philanthropist, 
associated with various educa¬ 
tional, research and other public 
institutiems. He was a man of phe 


You might have noticed that the 
Company’s continued progress for 
the last sevcfal years has been 
maintained during the year under 
, j i. j review. The working results for 

nomenal energy and had the year reflect a period of steady 

interest in texi es, sugar, vy ■pjig accounts show a 

chemicals, fertilisers, potteries sew- 89,85,375 (as against 

mg machines, fans, electrical app^ ^ 77.58,582 during the 

liances and other engineering previous year) after providing for 
industries. He was the firs o o - depreciation, remuneration to 
see the important of the export of Managing Agents and the amount 
Indian goods to foreign coun ries, apart for paying bonus to the 
long before the Government reali- employees. Adding to it the balance 
sed it, and organised and ee a is e previous year, the total 


an export 


business for sewing 
machines, fans, etc, which is now 
earning considerable foreign ex¬ 
change for the country. In his 


comes to Rs 90.17,891. Your 
Directors have, in their report, 
made recommendations for the allo¬ 
cation of this profit under various 
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death, we have lost a distinguished 

philanthropist and Industrialist who v .. ii d i 

has rendered singular service to wi 1 notice from the BaJanoe 

our country. I am sure, you will ^ r 

join me in paying our tribute to for t^ l»t y^r for 

Another distinguished person. 65% mOre. So, against a sum 
whom we had the misfortune to of Rs 40.58 lacs which remained 

lose during the year, • was Shri in our hands ,fts profits after pro- 

Raja yym I^xman Kirloskar. He viding for tax^ion during the year 
was a parUier of .Kirh»kar Song 1961^2, we have, this year, only 

and 'Gcmpiuiy,,the Idanaging Agents Rs . 28.^ lacs ipspite of our having 

of yoiH' Gottq^ny. In that capadty, greater gross profits. duri^ this 


year, it can, therefore, he Been 
that .the imposition of Super Pint* 
fit Titx leaves ve^ little money k' , 
the hende of the Company for pro- 
vding funds for Ito expaaskm ' 
schemes. We must beep on ettpand^ 
ing, if we wapt to retain our lead* 
ing compedtive position in our in* 
dustry. ’We lyant to insure out 
leading position. ' So, our first oon* 
sideration, under the circumstaAoet, 
has to be to see how we can seeuxe 
suflicient finance for our norpitil , 
expansion schemes before recom¬ 
mending dividend out Of profits to 
the shareholders. 

Dividend — A Feir Retwrti 

No doubt, the sharefaddets 
are entitled to the best dividend 
that the Company can afford 
to pay. At first Sight, a higher 
dividend may be attractive. But 
the permanent long range interest 
of the shareholders lies in the 
continued prosperity of the Com- ’ 
pany. So, while racing a recora- , 
mendation as to the dividend to be 
paid to the shareholders, your 
Directous have considered your 
long range interest, which is assured 
only if adequate provision is made 
for the continued expansion of the 
Company’s activities and rehabilita¬ 
tion of machinery. Unfortunately, 
the incidence of the Super Profit 
Tax falls much more, heavily on 
companies which are running effi¬ 
ciently like ours. So, your Directors, 
after taking into consideration ffie , 
new heavy burden of Super Profit 
Tax imposed upon industries, have 
decided to prune the dividend this 
year from 16% to 12% on enquity 
shares so that what little money 
can he saved from adopting this 
measure, can be utilised for plough¬ 
ing back into the business to pro¬ 
vide funds for the expansion pro¬ 
grammes. TTie dividend recom¬ 
mended can be considered, under 
the circumstances, a fair return to. 
the shareholders on their invest¬ 
ment. Even after pruning the divi¬ 
dend, the (^m^any has to abandon 
' one of the projects it contemplated 
which, if implemented, would have 
earned for the country a crore ©f 
rupees of foreign exchange every 
year and would have also benifited ' 

'IS27 


C(HM{Muiy, ! am sure, you will 
npreciate the wisdom ol your 
iHreeiiort in making this reoom- 
wpenidation which, while giving a 
lair return on your investment, 
would also enable the Company to 
ensure your long range interest 
under the present circumstances. 

However, even against this back¬ 
ground of high taxation measures, 
whic^ would inevitably affect our 
capacity to finance all over expan¬ 
sion programmes, the amount re¬ 
tained by pruning the dividend, 
would help us to a certain extent to 
implement the expansion program¬ 
mes 

The working results for the year 
under review have been encourag¬ 
ing. The continued all round pro¬ 
gress for the last several years has 
been maintained Both the pro¬ 
duction and sales have showed 
appreciable increase. The demand 
for engines has been fairly good, 
and all that we produced, was 
sold. Every effort was made to 
shorten the period of delivery to a 
bare minimum, by increasing pro¬ 
duction, so as to keep pace with 
the demand. In addition, the em¬ 
phasis laid on a high standard of 
quality and efficient and prompt 
after-sales service, have helped us 
in securing a ready market for our 
products. 

tiale* Abroad 

Our Export Sales continued to 
expand during the year under re¬ 
view and we made further progress 
in marketing our engines in a few 
more markets m North Africa and 
Latin America While we are ex¬ 
ploring new markets, consolidation 
of our position in markets where 
we have establbhed ourselves needs 
our immediate attention. In such 
markets, it is now necessary for us 
to accept direct responsibility of 
organising sales and after-sales ser¬ 
vice instead of depending on local 
agents. With this end in view, we 
are exploring the possibilities of 
opening our own sales offices witli 
arrangements for carrying stocks of 
en^es, and having efficient service 
units attoched tiiereto. This 
jurrangement vrould remove uncer¬ 
tainty in delivery due to shipping 
bottlenedcs we are experiencing at 
present, fftd will ensure ready 
afiar-aalet sendee. This will go a 
eonsiderehlO way in consolidating 
mtr positimi in such foreign markets. 

w 


The production of bimetal bear¬ 
ings has idiown couaiderahle im¬ 
provement during the year under 
review. 1 expect this to increase 
still further in the current year. On 
account of the ahortage of foreign 
exchange, the Government informed 
us that a licence for the import of 
a bimetal strip manufacturing 
plant could be issued to us only if 
we ran secure a loan in foreign 
currency. Unless we manufacture 
these bimetal strips ourselves, our 
production of bearings cannot ex¬ 
pand; for, the import of bimetal 
strips again will involve foreign 
exchange So. we are planning to 
secure such a loan in the required 
foreign currency. 

Apart from supplying bearings 
to the various manufacturers of in¬ 
dustrial and automobile engines, 
we are now supplying replacement 
bearings to most of the Nationalised 
Transport Undertakings m the 
country. So, the prospects for the 
sales of these bearings are quite 
bright 

Kirloskar Cummins Lid 

You know, your Company has 
invested a substantial amount in 
the share capital of Kirloskar Cum¬ 
mins Ltd You would, therefore, be 
interested to know the progress this 
concern has made. The eonstriu - 
lion of the factory building is very 
nearly completed; the machinery 
already received is being installed 
and the concern would be able to 
go into produotion by the end of 
this year. 


The Gera|>ui^» ''StA^i^iiilry* . 

vaji Worics Lt<L has A'1^^ 
account to render. For adminmia- 
tive oonvehience, the concent had 
changed its accounting year. Now, 
Its accounting year would epd oP 
,31st December of every year 
of 31st March. So, the accounts 
submitted this year are only for a 
period of nine months from Ist 
April, 1962 to Slst December, 
1962. Its performance would have 
been still better, had it not been 
for the irregular supply of pig iron, 
coal and coke over which it had 
no control. This Company has ex¬ 
panded its foundry during the year 
and we expect its results for the 
current year to be more impressive. 

Good Prospects 

1 believe, the prospects for the 
current year are good. But as stated 
earlier, the incidence of Super 
Profit Tax will be quite heavy and 
it would considerably hamper our 
expansion programme Howevei 
every effort will be made to conti¬ 
nue expansion and increase profit¬ 
ability. I view the coming year 
with confidence 

In the end, I would like to ex¬ 
press, on your behalf and on behalf 
of your Directors, our sincere ap¬ 
preciation of the services rendered 
by the workers, staff and officers of 
the Company during the year under 
review. 

JVotc: This does not purport to be 
the proceedings of the Annual 
General Meeting. 


The United Commercial Bank Ltd 

Head Office* 2, India Exchange Place, Calcutta, 

C D Birla 

Chairman 

Authorised Capital 
Subscribed Capital 
Paid-up Capital 

Reserve Fund and Other Reserves 
Deposits a Bills Payable (31.12,62) 

With Branches in all important cities and i 

Malaya, Singapore, United Kingdewn and Hong Kong and Agency 
Arrangemenu throughout the world, the Bank is fully equipped to give 
best service in India and abroad. 


Rs. 

8,00,00,000 

Rs. 

5,60,00,000 

Rs. 

2,77,75,037 

Rs. 

3,03,00,000 

Rs. 

1,08,22,75,015 

1 in 

India, Pakistan/ 


S T Sadaiivaii 
Central Manager 



Ute Jatpiu* Udyog Limited 

Speech of the Chairman, Sfaii S P lain 


'pHE idilowing is the speech of 
the Chairman, Shri S P Jain, 
at the annual general meeting of 
the shareholders of Jaipur Udyog 
Limited held on August 2L 1963, 
at Sawaimadhopur- 
Gentlemen, 

It gives me great pleasure to ex¬ 
tend to you all a cordial welcome 
to the Annual General Meeting of 
the Company. 

The Directors’ Report and State¬ 
ment of Accounts for the year end¬ 
ed .31st March, 1963 have been 
duly circulated and you must have 
noted the details of the working re¬ 
sults with satisfaction. 

As stated in the Directors’ Report, 
production during the working year 
registered a .substantial rise and has 
made an all time record for your 
(Company. Production of clinker has 
risen from 6,69.675 tonnes to 
7,67,250 tonnes and that of cement 
from 7.42,298 tonnes to 8,23,238 
tonnes. Modifications and improve¬ 
ments made in sections of the plant 
such as feeding device and cooler 
system for the kilns have been large 
lontributory factors to this striking 
rise in production. Some additional 
quantity of power made available by 
the State Electricity Board was also 
helpful. In regard to despatches, as 
a consequence of improvement in 
the transport position mentioned by 
me in the last sjjecch, substantial 
increase has been achieved making 
an all time record of 8,20,778 ton¬ 
nes for the year from 7,34,139 ton¬ 
nes in 1961-62. 

Record Profit 

The financial results also showed 
'substantial improvement and the 
gross profit after providing for 
bonus to employees reached Rs 
1,30,76,745/- the highest level so 
Idr attained by the Company. The 
net profit after depreciation stood 
at Rs 87,11,985 as against Rs 
65,02,100. The better financial re¬ 
sults were largely due to the subs¬ 
tantia! increase in production. Al¬ 
though the price increase was appli¬ 
cable for the whole year, it was 
more than off-set by the heavy in¬ 
creases in costs mainly arising out 
of Govenunental action beyond the 
fooiyol of tite wdurtry, 


The better woiking results have 
encouraged your Directors to pro¬ 
pose an increased dividend at 109f 
against 8.36% in the previous year 
besides strengthening the finances of 
the Company by transfer of pver 
Rs 64 lakhs to Reserves. In view 
of profits determined by the Income- 
tax Officer as exemj^ from tax 
under Sections 84 and 101 of the 
Income-tax Act 1961 and Rule 20 
of the Income-tax Rules 1962, 
Income-tax and Super-tax are not 
payable by the shareholders under 
Sections 8.5 and 101 (2) of the 
Income-tax Act on the said divid¬ 
ends to the extent of Rs 15,92,030. 
The proposed dividend of 10% on 
ordinary shares would amount to 
net payment of 87.52 nP per ordi¬ 
nary share after deduction of In¬ 
come-tax under Section 194 of the 
Income-tax Act 1961 on 4.169'r 
dividend, the balance 5.84% divid¬ 
end being exempt from tax. On this 
basis the shareholders would get a 
net dividend of 87.52 nP per ordi¬ 
nary share. 

Developmental Price Pc^icy Wanted 

In spite of the fact that there is 
general recognition of tlie import¬ 
ance and basic necessity of the 
development of the cement indus¬ 
try, the Government poiicv and 
action continued to be characterised 
by the same complacency as in the 
previous years Individual cement 
manufacturers and the industry as a 
whole have been representing to the 
Government from lime to time about 
their difficulties and the continuing 
rise in costs mainly arising out oi 
Governmental action. But no tangi¬ 
ble change in Governmental policy 
towards the industry has been wit¬ 
nessed. It is a matter for regret that 
the common objective of increasing 
production of an essential commo¬ 
dity like cement is not being ful¬ 
filled only for lack of a develop¬ 
mental price policy. 

I can say with pride that the in¬ 
dustry is pulling all its weight to 
improve production and despatches 
within its means. The impediments 
to expansion are no longer the 
foreign exchange scarcity and non¬ 
availability of plant and equipment 
i^eegUM indigenous mncbineiy mnnii- 


facturers are promising delivery df 
complete plants by 1964 and 196& 
provided firm commitments ate 
given now. Orders are not forth¬ 
coming from licencees became of 
low potability and dearth of Capi¬ 
tal. It is only the non-availabitiQ! 
of resources with the industry due 
to the price and tax policies of the 
Government that forms the impedi¬ 
ment to development at present. 

A Strategic Industry 

According to a Reserve Bank 
study, the cement industry could 
retain only 11.18% of the profits 
after tax against an average of 
36.4% for industry as a whme in 
1961-62. In spite of distributing 
88.2% of the profits after tax, gross 
dividends worked out to only 6^.9% 
of net worth. This situation is a 
matter entirely in the hands of d« 
Government. If the production of 
rement is not going apace the re¬ 
quirements according to the antici¬ 
pated targets, the blame should fall 
squarely on the Government policies 
affecting the industry. 

The cement industry is a strate¬ 
gic one and it has to be helped 
to develop at an accelerated speed. 
Unless the Government follows an 
appropriate price policy that en¬ 
courages expansion, the develop¬ 
ment of the industry cannot take 
place and the country will be faced 
with continuing scarcity in respect 
of an essential basic material as 
cement. In our developing economy 
and particularly with the emergency 
the demand for cement will steadi¬ 
ly mount. But the development of 
the industry is by no means show¬ 
ing any trend towards sufficiency to 
meet the need. Against the target¬ 
ed capacity of 15 million tonnes 
the fulfilment of the existing pro¬ 
posals in different stages of execu¬ 
tion will only lead to an attain¬ 
ment of 12.5 million tonnes capa¬ 
city leaving a short-fall of nearly 3 
million tonnes in the targeted caoa- 
city itself. Therefore, it is impera¬ 
tive that all the licensed schemes 
at present should be put into exe¬ 
cution immediately if the Plaa 
target is to be achieved within file 
Plan period as it takes about 3 
yean for a plant to go into pioduc- 







CMMdttaito* ^ «f Ucancm ,■ 

"Tte Heavy ImduBtries Minister 
Sri C Subramaniam has announce 
,a policy of cancelling licences on 
wiuefa nO effective steps have been 
(•ken. ft is desirable to have a 
clear idea as to the implementation 
of the schemes But has the Minis¬ 
ter gone deeply and carefully into 
the reasons for the non-iraplemen- 
tation of these licences? Sufficient 
•ppreciation of these basic reasons 
would have piohably reflected a 
change in the Governmental atti¬ 
tude and policy m this respect 
This fudaniental problem has, 
therefore, to n-ceive more earnest 
consideration at the hands of the 
Government leading to effective and 
prompt action. 

In this light, the last price fixa¬ 
tion has been disheartening It re¬ 
flected neither [jromptness nor per¬ 
spective thinking. The increase 
grunted with effeet from 1st June 
196.H gave your Company Rs 2.75 
nP jjer tonne. This price increase 
is totally inadequate in view of the 
heavy rise in costs that took place 
after the previous price fixation 
due to governmental action Further 
rises in costs have also not been 
checked by any means. Unless a 
system of automatic escalation to 
cover the increases under the major 
heads like fuel, power, transport 

etc arising out of governmental 
action is intioduccd by the Govern¬ 
ment, the industry will continue 

to face this problem of rising costs 
without adequate timely cover for 
same in the prices F.ven after 
holding out definite assurance of 
providing for rise m costs due to 
their own action. Government failed 
to take timely uction and when ac¬ 
tion was taken after considerable 
delay, the compensation was not 

sufficient and it was aK) not given 
retrospective effect with the result 
tliat the entire burden of enhanced 
costs due to Governmental action 
had to he borne by the industry 

Another factor on which also the 
Government is not taking a realistic 
dedsioii is in regard to the quarter¬ 
ly packing charges. The scheme 
of price- fixation does not include 
ati'y element to cover packing 
charges as the Goi'erment has been 
following a policy of fixing pack¬ 
ing charges quarterly on a certain 
formula bas^ on actOal costs. 
Sjtice ‘October 1962 the Govem- 




vamt formuli eiivu«|[es 5^ ufle ol 
bid hags-abd the prices of eJd bags 
have l»en taken at 6S% of the 
price of new bags. Tbh 50% use 
of old bags is impossible as it re¬ 
quires 100% return ol new bags. 
In spite of the best efforts of the 
industry, the average for 1962 has 
only been 34% use of the old bags. 
In view of the short supply of padc- 
ing bags and consequent competi¬ 
tion in the maricet the actual price 
of old bags has been as much as 
85% of the price of new bags. 
There has thus been a considerable 
los.s to the industry on account of 
packing charges also. This will 
continue till the Government adopts 
a realistic policy in this matter. 

I would also like to point out 
here that transport costs on lime¬ 
stone from the quarries to your 
factory arc increasing year bv year 
due to the continuous increase in 
railway freight As stated in the 
Directors’ Report the railway 
freight ha.s increased 70% since 
1954 Cement faetbries like youi-' 
which are situated at a distance 
from the quarry site are at a dis¬ 
advantage as the cost of transporta¬ 
tion of raw materials from the 
quarry site to the factory is to be 
borne by- the industry while the 
outward freight of cement is pooled 
As long as individual prices weie 
fixed on the basis of individual 
costs, this factor was immaterial. 
But when prices are fixed on the 
basis of average Costs as is being 
done now. this becomes a burden 
on the units concerned. While 
locational disadvantages or advant¬ 
ages to the industry are nullified 
by the pooling of freight on cement, 
there should be a similiar adjust¬ 
ment in the matter of freight on 
raw materials. In the case of your 
Works, the freight per tonne of 
limestone works out to Rs 4.40 nP. 
This freight for a distance of 15 
miles is exorbitant and ineniot- 
able especially in view of the bulk 
movement in block rakes of a raw 
material. Your Company had also 
a definite agreement with the then 
State Government at the time of 
the establishment of the factory 
that concessional Milway , rates 
would be made available for the 
movement of the raw material and 
no terminal or short distance cha^ 
ges would be levied. This matter 
is still under correspondence with 
the Railway autitorities and it is 


, ;vv - 

situatiui ^(wld 

inddengewdif this 

of ceaient Is R« 7/- 

which is an addidongl httedris on 

your Company as compared ta ’^utts 

at quanY “I®. 

Improvemeal ol 

As I mentiimed in f»y lost 
speech, steps were taken for loecha- 
nisation of your quarries and in¬ 
stallation of handling and other 
equipments at, the Wdikfi. These 
should further contribute to effici¬ 
ency and improve production. Your 
Company’s application for impott 
licence for balancing equipments is 
still pending with the Government 
for sanction. I had mentioned in 
my last speech that the grant of 
permission for such imports should 
be expeditiously given as the foreign 
exchange expenditure incurred 
would be more than compensated 
by the increase in the production of 
cement. Here again, a more prac¬ 
tical approach on the part of-the 
Government is warranted. May I 
express the hope that the experi¬ 
ence, skill and the willingness of 
the industry to develop and make 
full utilisation of the capacity to 
satisfy the national demand foi 
roment will meet with encourage¬ 
ment from the Government by ap¬ 
propriate policy and timely action, 

' I would, in conclusion, hke to 
thank you all and on your behalf 
the workers and members of the 
staff at all levels for their continu¬ 
ed co-operation. 


ladiaii Steel RoOing 

JNDIAN Steel Rolling Mills ha.s 
maintained its operations at a 
satisfactory level during the year 
ended March 31, 1903. Met sales 
were up at Rs 2.14 crores as 
against Rs 1.62 crores in 1961-62 
But net profit after providing for 
taxation at Rs 5.20 lakhs (Ms 4.30 
9 per cent absorbing Rs 4.89 lakhs 
(Rs 4.88 lakhs). 

The Directors state that produc¬ 
tion in the rolling and wire milia 
was, satisfactory with, the supply of 
raw materials to the mills and 
transport of billets from t^ produ¬ 
cing centres remaining UBintorrup- 
ted. The Company's new to^heating 
furnace was Oommlsstoasd to 
last. ' , 









i^ysore Paper ItfiHs limited, Bangalore 

Speech of the ChairitiAii Shri M D Shivanimjappa IAS 


'J*HE following is (lie »peeoh deli¬ 
vered by ShrJ M D Shivanan- 
jappa, IA s, Chairman and Manag¬ 
ing Director, The Mysore Paper 
Mills Limited, at the Twentyeighth 
Ordinary General Meeting of the 
Company held at Bangalore on 
Thursday the 5th September 

Ladies and Gentlemen, 

I consider it a privilege and a 
pleasure to welcome you to the 28tli 
Annual General Meeting of the 
Shareholders and to present the Re¬ 
port of the Directors and Accounts 
for the year ended 31st March 1963 
along with the Report of the Audi¬ 
tors of the Company thereon These 
have been circulated already and 
have been with you for sometime, 
and with your permission, I shall 
take them as read and proceed to 
refer to a few salient features of 
the year’s operations. 

All Round Progrens 
U IS a matter of great satisfaction 
for me to report that there has been 
an all round progress during the 
year under review; production of 
paper has increased by 212 tonnes 
over the previous year and the turn¬ 
over has shown an increase by Rs 
3 69 lakhs ovei last year. Though 
the production and sale of papei 
and turnover have been slightly hi¬ 
gher, yet the profits are -ilightly 
lower than the previous ycai and 
this is accounted for by higher work¬ 
ing expenses. It has been repor¬ 
ted to you previously that the Go¬ 
vernment of India had referred the 
question of paper prices to the Tarifl 
Commission as early as 1958 and 
the Tariff Commission after elabo- 
late investigation fixed prices which 
the Government of India accepted 
and announced in 1960, Prices re¬ 
commended by the Tariff Commis¬ 
sion and accepted by the Govern¬ 
ment of India were disappointing 
The representatives of the Paper 
Industry made repeated representa¬ 
tions to the Government of India 
for a suitable increase and it wa* 
only in June 1962 that the Govern¬ 
ment of India sanctioned a small 
increase. As stated in your Dire- 
eJors’ Report, this increase is much 
loo inadequate when compared with 


the increase in piioes of raw mate- 
rials, chetpicals, coal and labour 
costs. Besides these increases, the 
emergency created by the Chinese 
invasion of our Land has brought 
in new Legislative measures which 
have further added to our chstfi. 
The Paper Industry has taken up 
again the question of revision of 
prices with the Government of India 
and I axn not without hope that the 
Government of India will not only 
afford immediate relief hut also will 
see their way to set up suitable ma¬ 
chinery to revise prices promptly 
at least to absorb such increases in 
costs over which the Industry has 
no control In this context, it should 
he noted that under the third five 
year plan, the target of 8,20,000 
tons is planned to be achieved by 
expanding the capacity of the exis¬ 
ting Mills and by starting New 
Mills, large and small. I have no 
hesitation to say that M is only a 
price policy which would ensure a 
reasonable and fair return on capital 
that would act as an incentive for 
expeditious implementation of ex¬ 
pansion scheme of the existing units 
and for starting new units. It is 
also to be remembered in this con 
text, that India is still low down 
in the list of paper producing and 
consuming countries with low per 
capita consumption and nothing 
should be done to retard the growth 
of this Industry, so vital to the 
Nation. 

Turning to the Balance Sheet, 1 
have to say that depreciation on 
fixed assets calculated in accord¬ 
ance with the rates allowed for nor¬ 
mal depreciation and extra shift 
allowance as per Income Tax Act 
amounting to Rs 6,03,908/- has 
been provided. A sum of Rs 
22,800/- has been provided towards 
Development Rebate in accordance 
with the Finance Act. Provision of 
Rs 6 lakhs has been made to meet 
the tax liability. Luckily, we do 
not attract Super Profit Tax be¬ 
cause of large increase of equity 
capital by the recent Rights Issue 
and reserves built over the years. 

Your Directors have considered 
it appropriate to transfer the follow¬ 


ing Reserves to the General Re¬ 
serve;— 

Reserve for fluctuation in the 
value of Stores and Raw mgte- 
rials Rs 1,00,000 

Rehabilitation Reserve 5,50,000 
and have also decided to appro¬ 
priate Rs 4,50,000 available in 
provision for repairs and replace¬ 
ments which is no longer required 
to General Reserve Account, thus 
bringing the General Reserve to 
Rs 36 lakhs. 

In regard to distributable profits, 
as indicated in your Directors’ Re¬ 
port. the net Profit for the year 
together with the balance of carry¬ 
forward of Rs. .38,113/. and Rs. 
37.500/- proposed to be drawn from 
Dividend Equalisation Reserve will 
amount to Rs. 6,90,100/. which 
your Directors have pmfxised to 
appropriate as follows:— 

f I) To declare a dividend of 12% 
.subject to tax or at the rate 
of Rs. 1-20 nP (taxable) pei 
Share of Rs 10/- fully paid 
absorbing Rs. 3,00,000 

(ii) To declare a dividend of 12% 
subject to lax on partly paid 
Shares for proportionate period 
absorbing aboui Rs ,3.75,000 

”Rs71',7Sl)()b 

(iii) To carry forward Rk. I.S.IOO 
12% Dividend 

In making these proposals for 
distribution of surplus, your Direc¬ 
tors have followed the sound policy 
of conserving Company’s resources 
for development consistent with the 
interest of Shareholders and it is 
this consideration that weighed with 
your Directors to recorame.nd decla¬ 
ration of 12% dividend subject to 
Ux absorbing Rs. 6.75 lakhs as 
against Rs. 5.5 lakhs last year, and 
I hope you will agree to this. I 
am glad to inform you that the 
Industrial Finance Corporation of 
India have communicated their 
approval to our declaration of 12% 
dividend subject to tax in terms of 
the Agreement for which I am 
grateful to them. In the light of 
what I have said before regarding 
mounting production costs on die 
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Wk^n every i^aya paisa counts, you and your family can 
90unt 'oii BINNY jFABRICS-^the best value for money. 

lllBADTli lT ■ C^ireful washing preserves clothes and 
iilruRTAlIT ! colour—avoid steaming, this damages both. 

Tiw SoekUifhtm a Carnnk Company LlmltM. Vho Ban|tlei^ WooTlan, Conon S SHk 
(MltoCom^yLlmiMMi. $u6a,'(«aAi of BiNNT a CO. plAORAS) ITO. .. 


yovr nt^uireiMntt ot 
•INNY hbrlCiitcomrontd' 
r«c« (rem 

' BINNy (toifUitt wkOvBItpl*)' 
cMi tifii boM. ' 









fldhser, 


thu f-^Mr" ^gfl»e/#atiirfl|^^ and I ^ 
liho^d to ^iiijt otot tfcat the 
»«(Kiits /how • piweti^ W . 
inid^y" Jno' to continued vigila«c(f ‘ 
'pWtdenfife* cxerdSad i»y ^ 
Management in ell direqtionS’ 

1 |m hapfw to inform.you that' 
the " Liabbur-.ManBgBmeht relation* 
ooRtinne 'to ha oordial. The Five- 
Year Industriat Peace Agreement 

oondoded ^between the Mana^dirat . 
ondlLabonr in May 1^58 expired in 
May 4?*®- reasonable demand* 
of wbhur are ^t^thetically con¬ 
sidered hy your uiredors. Your 
Directors' have sanctioned financial 
relief involving an annual expendi¬ 
ture of . 3 lakhs to staff and 

labour. Further, a bonus of three’ 
months’- salary or wages and one . 
more months’ salary or wages as ' 
ex-gratia for having reached the 
highest- production, have been' san¬ 
ctioned and disbursed, to all our 
employees. It will be of interest 
for you to hear that a gbod number 
of our employees have become 
Shareholders of the Company by 
acquiring new Shares, thus identi¬ 
fying themselves with the inferesls 
of the CorKern. 

Scfaenw of Expanaiuit 

Yon will naturally expect me to 
■say a, word, or two on the prog¬ 
ress made in the implementation 
of tha Sotieme of 'Expansion since 
we met last, f informed you last 
year about this time thit arrange¬ 
ments had been completed to se¬ 
cure the complete range of equip- 
merits necessary to step up produc- ‘ 
.tion to 18,000 tonnes and contacts 
concluded with the Suppliers of 
Plant and Machinery in Germany, 
and Unhed Kingdom.-Messrs. J M 
Voijth of Germany in' execution of 
the Contract fOr supply of Pulp ' 
Plant h&ve despatched practically 
the entire equlpipent and a portion 
thereof has* already reached the 
fac^ry fite. Messrs. Escherwyss of 
Kavensburg, Germany and MessrSl 
MiHApau^ of Sheffield, England, 
with wHonfi orders have betm 'plated 
for ' Paper Machine,' Stbdt and 
Chemical- Preparation Plgni and 
other Paper Machine equipments 
respeolively have.' despatched the 
t'ntu« set of. eipiipments aitd -5^%, 
haye bedij received at .the ^'act<^ ' 


.'Mqwx. Masadp $cot<>as^pi^'wth 
-whom oidep bivi p>ttm po» 
the - Di^Iek Super Gutter^ have- 
arrange for tbie ^ddipatcfi ttpdjthe' 
siupmeht ,.is expected* .parly,* J.'B<nler 
and Steam I^stribution' .dip^ateilts 
add also the fila<3c'Lique|;; Ehii^ery' 
Unit ordered .with Mesars. ^bcqcic 
afid Wilcox have all boen'ieoeiwed 
at the Factory site. 1 am gmii to 
inform .you ajhat dm ereefinn of the. 
Bailer has already been taken up 
and the erection of Ptilp Plapt -and 
Paper Plant' is expected to be taken 
up ^matttne in Ootoher/November 
this year. 

On the side <rf the , development 
F'ifiance, you had been told that 
all agreements' and arrangements 
With the three Lending Institutions, 
The Commonwealth Development 
Finahce Co., Ltd., London, the 
Industrial Credit and Investment 
Corporation of India, Bombay and 
the 'IndustriaT Finance Corporation 
of India, New Delhi'had been com-' 
pleted. We have drawn £5,23,000/- 
(sterling) from the Commonwealth 
Development Finance Company 
Limited,, and Rs. 55,00,000/- (in 
loreign curretjciea) from the In- 
dmlrial Credit and Investment Cor¬ 
poration of India to pay for foreign 
purchases and Rs. 35,O0,OO0/- from , 
the Industcitfl Finance Corporation 
of India' for purooscs of indigenous 
purchases and focal' expenditure. 

I would like to avail myielf of 
this bppOrturiity lo thank you, the 
members-, present here and -other 
members who are not present here 
todUy not pnly for the satisfactory 
response made in subscribing to the, 
Rights Issue and payment of calls, 
but also for the continued sup¬ 
port. you have been extending lb 
me all along. , 

New Plant 

Necessary -fund!) have been se¬ 
cured for the expansion-^ stbeme. 
Thanks to our Suppliers, -good pro¬ 
gress has been >i> fbe nequisi* 
,tibn 'of equipments from abroad. . 
The Civil Eqgineeting ’Works at 
the. Factory eite- hgve made satis- . 
factory progress. Unless there he 
alay unforeseen or insurmountable 
difficulties, 1 -expect die J'Jew Plant 
to go intd , production ■ tyfpre we - 
meqt'next and to be -able to present 
you with the ^ompRmentary Letter 
Pads obtaining satc^l'es of paper ' 


'SMibw.. r.“, v’ , •' 

Youv--Pinicidn fiave? 
a sunt M Jla. 3S,000/-' to the Nalijw ■}" /’ ^ 
pal De^oe Fund, and I tr^'ytMr < 
will appweiate and 'aocord aj^iravai . 
to the same, ■’ , ' 

' .A %eolal Resolution ip atnead-'^ . ^ 
Article 96 of our J^icles of - Atitt- -■ *‘1 
elation i* beif^ placed be^fe 1 ‘ydB';; 
suggesting an increase in the Sithhig’ ‘ 
Fee StQ your Director^. Fbr reasn^ *.) 
stated in the, Explanatory 'ffwte,'- ‘ - * 
annexed’to the, Notiee.” obn^iqg ; 
this M^ngv' I hc^e the .prepwill ' ' 
would meet widr your Whple-hiiaitad 
approval, and with your |)aii!uaskm«- ^ ’ >' 
I'shall sdek the approval ctf the ' 
Central , Government to tlys «n-, 
hancement of Sitting Fee aira oop- ,* ,,, 
sequent amendment in due coune; 

On behalf of the Company, it is ' i; 
my pleasant duty to. express my -» i 
thanks to the Buthoritiea ot 'the , - >' 


Industrial Credit and InyestiDelU 
Corporation- of India, Bombay ahd < 
the Industrial Finance Comtation ^ 
of India,. New Delhi, State '-Bank ,of 
Mysore, State Bank of India, and 
the Canara Banking Corporatiph 
Ltd., for ^ir support and asinst- 
anoe in the jmplementafion of the ' « 
Development Plam. ^ , 

I would also like, to express on . 
behalf of the Directors and Share¬ 
holders, bur grateful thanks to ^ ‘ 

Central and State Governments ror •' 
the continued interest they are * ' 
evincing in the progress of the . 

Mills. . • . 

*•* ' 

I am very grateful to my colle-' 
agues, on . the Board -for their whole¬ 
hearted support and valuable gutd- ’ 
ance, ■ * 

I wish also to express on behalf 
of the Directors and my own our ' 
warm appreciation of the willing - , 
and efficient co-operation -of .all oirr 
employees. 

Ladies and Gentlemen, with these 
observations, I now move that the 
Directors’» Report and Audited 
BaloiKe Sheet, and‘Profit and Loes _ 
Account lot the„ - year bnded 
31.3-196.? ,he '^approved and 
adpjxed.” - , 

N.B. :—This does not puiport tq be 
a Report of ■ the proceedinga - 
’ of the ShuteholderV Meeting, ■, 
a copy of which ahgil be sent 
to theJShafehddets s^aitatejjy. 

■' - ■ ' ' * v , ; 1^ ' , 
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Mn^l>d ^Bwnbay MarheU 


Dalai Street 



in Good Temper 


Thurwibiy? iMominf 


^HE mood hafe changed and Dalai 
Street ap]:K*ars to he in form 
again. Kquilies have lecorded all¬ 
round improvement and the rise 
has hcpfi fairly imprf“si\c jii the 
case of speculators' favourites. 
Within lew than a fortnight, Indian 
Iron has shut uj> from Rk 22.48 to 
Ra 23.80, Tata Steel from R.s 140 
to Rs 140, Hindustan Motor from 
fis 16.16 to Rs 17.20. National 
Rayon from Rs 317 to Rs 339, 
Centurj from Rs .528 to Rs 546 
and Rombny Burmah from Rs 
59.70 to Rs 62 70. Turnover has 
increased though activity is still 
predominantly professional. With 
outside puhlir, interest continuing 
to be on the low side, the stock 
market, howevei, lacks the buoy¬ 
ancy associated with a big rise m 
prices. 

The recent corporate news has 
no doubt been encouraging but the 
turn in market sentiment ctinnol 
be easily explained on that score. 
The explanation that the recent 
strength in the stock market re¬ 
flects Its optiniisiii about substan¬ 
tial modifications in the Govern¬ 
ment’s fiscal policy. Gold Control 
and coni))ulsory diqiosii scheme 
following the changeover of the 
Finance fioitfolio also does not 
convince In accoiding an appre¬ 
ciative welcome to TTK as the new 
Finance Minister, the slock market 
IS perhaps making amends for the 
unkind thoughts it has all along 
been entertaining about him. Had 
not the stock market legislored a 
aharp decline when it heard of 
TTK's unopposed ejection? Big 
Business — and Dalai Street doe.s 
represent Big Business — which is 
known to have always been criti¬ 
cal of TTK can scarcely afford m 
incur his displeasure now that he 
is once again in chnige of the 
Finance irortfolio 

It IS quite amusing to hear mar¬ 
ket ^en say that a few prominent 
operators have been trying hard to 
rig up the market by lending sus¬ 
tained massive support in order to 
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create an impremiion that TTK is 
more welcome than Shri Morarji 
Desai And the market being 
rather thin, it has responded quick¬ 
ly to selective professional pur¬ 
chases. Of course, alwence of any 
adverse news from across the nor¬ 
thern borders has also been very 
helpful m pushing up the market. 
The reclnt rise has brought the 
market fairly close to its July top - 
the highest for the year - from 
where It had slipped badly on alai- 
ming rejxirts about the heavy con¬ 
centration of Chinese troops along 
the borders. Technical reactions 
apart, the market (x>uld be expected 
to edge Its way further up unless 
the sentiment is again upset by 
developments on the borders. The 
threat of Chinese aggression is, 
however, likely to keep the public 
away from the market. Prospierity 
is unlikely to return to the stock 
market in the near future 

Coblon 

Prices Drift Lower 

’^^EATHER is still the main 
factor determining the mood 
of the market. And the news last 
week was generally encouraging 
Nearly all the important cotton 
growing tracts which had begun to 
feel a little uneasy because of the 
prolonged wet spell reported dry 
weather; and what is more, Cutch 
received the badly needed rains 
Certain areas in the Punjab, how¬ 
ever. reported some damage to the 
Deshi and ,320F crops on aecount 
of the recent floods With the over¬ 
all weather leports quite favour¬ 
able. the cotton market last 
week developed a distinctly subdued 
tendency. In futures, the March 
contract which had improved from 
Rs 700.75 to Rs 714.50 .'per 3 
quintals) between 1.9tb and 27th 
August was down again at Rs 
701.75 on 4th Septemlier and at 
its Wednesday’s closing of Rs 705, 
it showed a net loss of Rs 6.25 over 
the week. Corrective profit-taking 
alone could have produced the set¬ 
back that occured lost week. But 
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it 18 not unlikely that this sethadc 
may mark the beginning of an im¬ 
portant downward move, provided, 
of course, the weather continues to 
oblige. Though the early maturing 
crop (Jarilla 197/3) is feared to 
have been adversely affected by 
excessive moisture, informed obser- 
veis forecast the 1963-64 crop to 
be belter than in the previous 
.season when production set an all- 
tirae record of 57 lakh bales. These 
forecasts are based on normal wea¬ 
ther conditions until the crop is 
ready. 

Anotiier good harvest can bring 
about a marked change in the out¬ 
look for cotton prices, especially 
when the carryover from the previ¬ 
ous season has been fairly largo 
around 21 lakh bales. Unlike last 
year, the jnarket will not experi¬ 
ence any siarciiy of goods during 
September and Octobei because- 
storks with the nulls and the trade, 
jiarticularly with the mills, are so 
big that they have little to bothri 
until the new crop begins to ino\( 
into the market in quantity. Spot 
jiricps can be expected to develop 
pronounced weakness once the 
trade is assured of a good crop ll 
is still loo early to say what the 
crop will be like because.it all 
depends on the weather during tin 
next few weeks. September is « 
very critical period for the cotton 
Cl op. 

Activity in the futures marki-i 
IS gradually picking up and the 
geneial .sentiment is turning beaiish 
The turnover in the sjxit market 
continues to he restricted which is 
quite normal for this time of th“ 
year. Only the Southern mills 
have been figuring as the mam 
buyers recently, with their uite- 
lest centring mostly on C02. Ben¬ 
gal Deshi prices have continued to 
display a firm tendency due to 
extremely poor carryover and em 
ergence of domestic mill inquiry. 
Prices paid by the mills for nc» 
crop Deshi are considerably highei 
than those quoted by the Japanese 
buyers. Exporters, however, seem 
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vatlii^ liraian |Wc«.' 

WJiUe It, wili ‘l^.wxna time !)«• 
fom'^ iW' C)i|venimeat announces its 
unpnit progranuae ior ^ current 
season it is reasonable to assume 
that normal import^ around 7 lakh 
bales, will be allowed tn meet the 
indiistry’s ' requirements of long 
staple, ootton. It is said that the 
new Indo'Pakiatani trade agree¬ 
ment Will make possible the import 
of some 60,000 bales of cotton from 
Pakistan. Mendon might be made 
here of' Shri Manubhai Shah’s 
statement in Parliament that there 
will be no further import of vis¬ 
cose staple fibre under the IJ S 
non-project assistance. This deci¬ 
sion follows the representation 
made by the Indian Cotton Mills’ 
Federation against imports of this 
fibre. 

OUseedy 


Steadier at Week-end 

JT was quite an unexciting week 
* for the oilseeds market. Business 
was usually on the low side and 
fluctuations were very narrow. 
Groundnut futures which continue 
to monopolise sjjeculators' attention 
moved both ways between Rs 218.75 
and Rs 216.62 and closed un¬ 
changed over the week at Rs 
218.37. Castor March drifted idly 
between Rs 164 and Rs 162.50. 
Linseed attracted some attention 
near the week-end and the March 
contract which had eased from Rs 
.37.25 to Rs 36.31 was up again 
at Rs 37.37 (per 50 kgs). While 
recovery in groundnut futures was 
in the nature of a technical correc¬ 
tion brought atout mainly by short 
covering, the buying in linseed 
futures was said to have been in¬ 
duced by rumours about an early 
increase in the export incentive for 
linseed oil. 

With weather reports frran the 
groundnut producing areas conti¬ 
nuing to be Very favourable, the 
trade expects the new crop to be 
appreciably larger than that in the 
previous season. But hears are 
still reluctant to be aggressive be¬ 
cause of the continued firmness in 
the spot material which might per¬ 
sist for swne more time until new 
crop.blai^iie to, find its way into the 
market Thou|^ die demand for 


fictedi few observers expect. iBty 
important rise in ^t Jiriceis In 
face of the large prospective stip- 
plies.. In any case, the current 
prices for the new crop January 
contract appear to be on the high 
side and if the weather conditions 
remain favourable futures prices 
can be expected to record a mode¬ 
rate decline from the current leveli. 

Export houses r^orted fairly good 
business in groundnut extractions 
with the U K though the prires re¬ 
alised were about .10 shillings per 
ton lower .than in the preceding 
week. Shippers were able to otfei 
their goods at lower prices because 
of the av^Iability of charter freight 
at 90/92 shillings per long ton as 
against the Conference freight of 
117-10 shillings (net after allowing 
deferred rebate). Th^ latest U K 
quotations for Indian extractions 
were placed at £ 36 for September 
shipmeiif, .36-5 for October, £ 35-10 
for November, £ 35-5 for December 
and £ 34-10 for January shipment 
Export prospects for groundnut ex¬ 
tractions are considered to be quite 
promising though prices are likely to 
show an easier tendency because of 
the intreasod Indian offerings once 
new crop groundnutH become avail¬ 
able in plenty; The crop movement 


did not mention any fresh butiiielrt 
with Communist couhtriei- last 
week but these counbios are un- . 
likely to keep off the market for loOg- 
Apart from extractions, fairly go<w 
business was report^ to have been 
put through in groundnut, HRS. 
Poland yras mentioned os the main 
buyer, taking nearly 1,.5(IU ton^ 
December shipment, at around ftl ' 
1,040 per ton f o b Indian porta- 
There were also reports of some 
800 tons of castor oil having been ^ 
purchased by Cxechoslovakia. The * 
U K did not evince any interest in 
Indian castor oil and the prices 
quoted were around £ 102 per ton 
for Commercial and £ 106 for BSS- 
Linseed cake and linseed oil con¬ 
tinued to be completely neglected.. 
Export business in linseed oil can. 
revive if the export incentive is 
liberalised. Tl«re seems little 
justification for not treating linseed 
oil at par with groundnut oil under 
tile export promotion scheme. In 
fact, it would be a much better 
policy to encourage the export of 
linseed oil instead of groundnut 
oil Export of linseed oil can earn 
the same foreign exchange as 
groundnut oil without seriously 
disturbing the ' domestic price level 
for edible oils, ' 


Hindustan Motors 


^HE Directors of Hindustan 
Motors state in their Anmul 
Report for the year ended March 
31, 1963, that despite various diffi- 
lulties such as delay in obtaining 
licences, drastic cut in foreign ex¬ 
change allocation, power shortage, 
and scarcity of raw materials, the 
working results have been satisfac¬ 
tory Production of cars and trucks 
increased during the year. The 
indigenous content of the Ambassa¬ 
dor car and Bedford truck have 
increased thereby making further 
progress towards self-sufficiency. 
Demand for the Company’s vehi¬ 
cles is gpod with a badc-log of 
orders for cars booked with dealers 
throughout India pending delivery. 
Sales expanded to Rs 29.29 crores 
from Rs 24-90 crores in the pre¬ 
vious year. Gross profits rose from 
Rs 386.19 lakhs to Rs 421.50 lakhs. 
Depreciation aBsorbed was less at 
Rs 71.50 lakhs (Rs 73 lakhs). 
Development rebate reserve also 
got less at Rs 9.75 lakhs (Rs 11.50' 


lakhs). But provision for taxation 
took away Rs 70.50 lakhs more at 
Rs 222.50 lakhs. Balance of pro¬ 
fit was lower at Rs 117.75 lakhs as 
compared with Rs 149.69 lakhs in 
1961-62. Including the last year’s 
balance of Rs 1.26 lakhs, tl« 
amount available for disposal came 
to Rs M9.01 lakhs (Rs .152.45 
lakhs) from whicli Rs- 25 lakhs (Rs 
50 lakhs) have been allocated to 
General Reserve, Rs 85,409 ear¬ 
marked for preference dividend, 
Rs 3,043 carried to next aeeount- 
and the balance of Rs 93.13 lakhs 
transferred to a Dividend - Reserve. 
The Directors propose to pay out 
of the Dividend Reserve, diiddend. 
on ordinary shares at Rs 1.15 per 
shqre, subject to tax, as a^inst Rs 
1.25 in the previous year. The 
reduction of net available profits 
is, accordiiig to the Directors^ due 
to the impact of SPT and increases 
in impest and excise duties* caqtral 
sales tax and other taxes, and has 
led to 8 cut in the diVidenR, 
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CURRENT STATISTICS 

,r' 

Foreign Trade of India 

PRINCIPAL EXPORTS 


(li, lakhs) 


|iiii 'b3 Jun ’62 

Apt '(>V Apr '62 Jun hi jun 6.: 


Food 

4H68.5 

S798.I 

1455.1 

1258..5 

n) uhiili 

Meat and meat 
preparations 

4e.’> 

39 4 

15 2 

14 0 

Flail and flsh 
preparations 

112 7 

65 6 

33 8 

214 

Fish; fresh or 
simply preserved 

9K 7 

478 

31 0 

11.1 

Fish and fish 
preparations, 
canned or not 

14 1 

177 

29 

10 3 

Cereals and cereal 
preparations 


1 7 

1 9 

10.3 

Fruits and vegetables 

68.5 6 

645 5 

201,7 

194 8 

Fruits and nuts, 
fresh 

.521 7 

517 0 

144,2 

154 4 

Dried fruits 

64 

6 5 

2 1 

16 

Vegetables, fresh 
and dry 

i:i6 2 

106 6 

48 3 

33 6 

Vegetables preserved 

18.5 

12 5 

62 

39 

Sugar and sugar 
preparations 

13216 

4831 

298 2 

781 

Sugar 

1321 1 

482 S 

298 0 

781 

Coffee, tea, cocoa, spices 
and manufactures 
thereof 

1889 2 

1889 8 

674 4 

779 3 

Coffee 

259 (» 

159.6 

61 3 

11 3 

Tea and mate 

rj39 7 

1395 9 

536 9 

672 0 

Spices 

286 1 

332 4 

75 6 

95 3 

Feeding stuff lot 
animals 

800,3 

665 4 

228 4 

167 3 

Beverages and 
tobacco 

841.0 

759.6 

328.2 

10.5.0 

Tobacco and 
tobacco manulaciures 

840 7 

7,59 6 

228 2 

105 0 

Tobacco unmanu 
faciured 

824 3 

744 8 

223 1 

100 0 

Tobacco 

rnanutaciures 

16 4 

14 8 

51 

54 

Crude matitiials, 
inedible, except 
fuels 

32,S8.9 

2738 9 

1088.4 

815.0 

Hides, skins and 
fur skins, undressed 

277 2 

274 9 

73 7 

92 1 

Hides and skins 
undressed 

262 9 

269 7 

72 0 

91 7 

Oil-seeds, oil nuts 
and oil kernels 

9.5 7 

1149 

16 8 

27 0 

Wood, lumber 
and cork 

85 0 

906 

21 3 

20 2 

Wood In the 
round or roughly 
squared 

84 9 

901 

21 3 

20.2 

Textile fibres 
and waste 

766 1 

661,0 

274 6 

224 7 

Wool and other 
animal hair 

83 2 

169 5 

40 6 

42.9 

Cotton 

501.1 

406 9 

179,5 

161 2 

Jute, Including 
jute cuttings and 
waste 

00 0 

16 

30 5 


Vegetable fibres, 
except cotton 
and Jute 

67 4 

59 8 

16 3 

13.6 

Waste material from 
test tie fabrics, 
including rags 

12 4 

9 1 

36 

3.0 


im 


Jun ’63 Jun ’62 

Apr ’63 Apr ’62- Jun ’63 Jun ’62 


Crude fertilisers and 
crude minerals, 
(xcludlngr coal 
petroleum and 


precious stones 

300.6 

342.9 

91.5 

116.5 

Crude minerals 

2991 

339 6 

90 5 

116.1 

Meialllferrous ores 
and metal scrap 

1167 1 

779 9 

424.3 

208 7 

Iron ore and 
concentrates 

863 2 

454 0 

308 7 

114.1 

Iron and steel 
scrap 

93 5 

46 0 

34.1 

9 3 

Ores of non-ferrous 
base metals and 
concentrates 

209 7 

277 9 

81 1 

34 r, 

Animal and vegetable 
crude materials, 
inedible, n e s 

.547,1 

473 8 

186 2 

12.5 8 

Crude animal 
materials, inedible 
n e s 

1199 

141 6 

33 1 

33 1 

Crude vegetable 
materials, inedible 
n p 8 

427 2 

332 2 

153 1 

92 6 

Mlnenil fuels, lubricant 
and related maleriuls 

2.34.4 

12.5.0 

94.0 

44.,S 

Coal, coke and 
briquettes 

66 0 

70,9 

14 9 

24 5 

Petroleum products 

168 4 

54 0 

791 

20 ;j 

Animal anil 
\pgetable oils and 
fats 

.592.8 

269.6 

175.1 

70.3 

Vegetable oils 

572 9 

251 7 

169 0 

63 9 

Oils and fats 
proce.ssert, and 
waxes of vegetable 
or animal origin 

19 5 

179 

6 5 

6 4 

Chcmiruls 

178.4 

204.0 

67.0 

76 7 

Chemical elements 
and compounds 

48.4 

27 5 

170* 

9 '' 

Inorganic chemicals 

13 6 

10 9 

28 

5 0 

Organic chemicals 

34 7 

16 5 

14 2 

4.7 

Mineral tar and 
crude chemicals trom 
coal, petroleum and 
natural gas 

86 

2 1 

3 7 


Dyeing, tanning 
and colouring 
materials 

13.5 

56 

49 

1 1 

Medicinal and 

pharmaceuiical 

products 

22 5 

20 9 

79 

9 2 

Kssentlal oils and 
perfume materials, 
toilets, polishing 
and cleansing 
operations 

78 9 

139 7 

31.2 

03 1 

Essential oils, 
perfume and 
flavour materials 

78 9 

139 7 

31,2 

,53 t 

Peffumery, cosmetics, 
soaps and 
cleansing and 
polishing preparations 

10 0 

12.0 

2.6 

3 7 

Maniifartured goods 
i-lnnHltiod elilcHy 
by maieriul 

7048.7 

6078.4 

237S.2 

2271.9 



Paiwr 4IM1 
pa,{i^ boflird 
Textile yarn, 
tabrlc^, made-up 
articles! and 
relateil products 
Teli^e yarn 
and tbfead 
Cotton fabrics 
of standard 
type 

Textile fabrics 
of standard 
type, other 
ihaP cotton fabrics 
Tulle, lace, 
embroidery, 
ribbons, trimmings 
and other 
small wares 
Special textile 
fabrics and 
related products 
Made-up 
articles wholly 
or chiefly of 
textile materials 
n e s (other 
than clothing 
and footwear i 
Floor coverings 
and tapesines 
Non-matalllc mineral 
manufactures 

Lime, cement and 
fabricated building 
materials, except 
glass and clay 
materials 
Mineral 
manufactuies, 
n e s 
Glassware 
Sliver, platinum, 
gems and Jewellerv 
Precious and 
.eml-precious 
stones and 
pearls, unworlied 
and worked 
Jewellery and 
goldsmiths' 
and silversmiths’ 
wares 

Hasp metals 
Iron and steel 
Copper 

Manufactures oi 
metals 

Machinery and 
eqillpinent 
••qetpment 
Machinery other 
iban electric 
Power generating 
machinery 
Mining, construc¬ 
tion and other 
industrial machinery 
Llcctrlc machinery, 
.ipparatus and 
ippllances 

rranspon equipment 
Miseew noons 
'null iifactu red 
articles 

Travel goods, handbags 

and similar 

articles 

Clothing 

Footipaar 

PitoMd by A penttndtw at ^ 

|tiy A(d« Nw 



6172.8 

5284.6 

2066.0 

2011.5 

308.4 

356.7 

79.3 

115.3 

1118.9 

1001.4 

397.9 

3061 

30361 

2022 2 

976.0 

1H>3 0 

29 2 

29.5 

8.9 

7.8 

40.1 

44.3 

16.2 

20.0 

1411 4 

1450 4 

520 7 

599 5 

228 7 

180 1 

67 8 

61 9 

21 8 

32 1 

67 

80 
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5 4 

12 4 

2.0 

3 5 

5 9 

59 

24 

2.2 

62 

54 

20 

1.8 

29 5 

28 6 

4 1 

38 

4 5 

28 

1.2 

10 

25 0 

25 4 

28 

2.3 

47 7 

33 8 

29 3 

96 

26 7 

32 4 

13 3 

9.2 

56 

1 0 

1 2 

- 

70 2 

77 5 

23 1 

23 7 

20.S 

85.5 

44.4 

39.1 

51 3 

57 0 

13 4 

26 1 

16 1 

14 5 

4 2 

<> 

32 7 

40 0 

8 .1 

184 

43 7 

20 0 

168 

10 1 

25 6 

8.5 

14 2 

27 

H)4.4 

348.8 

189 i 

76.8 

78 

5.7 

2.7 

1 7 

117.5 

15.7 

40 6 

4.5 

62.7 

63.5 

23.2 

13 1 


clocks 

Exposed clnMna- 
tographlc films, 
whether developed 
or not 

Miscellaneous 
manufactured 
articles, n.e s 
Primed matter 
Manufactured 
articles, n e s 
MIsoeUanewuH 
tranaactlons 
and commoditieo; n c s 
Postal packages, 
not classified 
according to kind 
Returned goods and 
special transactions 
GRAND TOTAL 
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37.4 20.1 12.7 


47 3 33 3 


143.1 

32.4 

106.8 


115.3 
27 8 

82 7 


»8.7 127.7 


46.6 $1.2 

32 7 17.1 

17616.4 144S51 


19.0 


49 2 

10.2 

37.8 


2S.f 


ll.S 

39.8 

8.9 

29.4 

52.4 


5.9 23.3 


119 


2.0 


5694.6 4789.2 


Source: Department of Commercial Intelligence and 
Statistics, Government of India, Calcutta 
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Keserve Bank 


Note circulation 
Rupee coin 
Deposits 

(a) Central Govt 

(b) Other Govts 

(c) Banks 
Id) Others 
Foreign securities 
Balance abroad 


325,00 

73.90 
JO 22 
89.14 
159 82 
89 46 
5 06 


6 Rupee securities 1802.20 

7 Invesimems 222 28 

8 Loans and advance.^ 

to Govts 45 40 

9 Other loans and 


advances 
Scheduled Banks 


139 08 
Atig 23 


1 Aggregate 
deposits (net) 

Demand (net) 

Time (net) 11 

2 Cash in hand 

3 Balance with 
Reserve Bank 

4 (2)-fl3) as % 
of (1) 

5 Borrowings from 
Reserve Bank 

(a) Against usance 
bills and/or pro. 
mlssory notes 

(b) Others 

6 Advances 1256.23 

I a) State Bank 240.48 

(b) Others 1015.75 

7 Blits discounted 

(a) Inland 161 67 

(b( Foreign 49.93 

(c) Total 211,00 

ID Stale Bank 15.92 

(ii) Others 195 68 


960 10 
235.96 
53 96 

95.03 

6 78 


0.38 


Of (1) 

9 Investment in 
Govt Secundes 
10 (9)a8%of(l) 


66.84 

746.84 
33.96 


Aug 2S 

Aug* 

Aug 81, 

*A2 

2208 74 

2215.14 

2011 38 

12J 83 

319.65 

124 43 

65.04 

121.36 

9212 

1519 

32 79 

34 85 

101.61 

82.73 

81,13 

160 25 

204 64 

188,19 

89 46 

92 26 

88.34 

8 35 

5 98 

5.76 

1907 12 

1904 32 

1723,00 

223.31 

327.11 

236 32 

45 03 

38 48 

26 27 

138 22 

138.10 

156 07 

Aug 16 

July *6 

Aug *4 
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2179 81 

2174 74 

2060 62 

967 39 

928.49 

801.27 

1222.42 

1246.24 

1250.36 

59.08 

51 46 

5198 

84,57 

79.33 

9917 

6.S9 

6 01 

7 34 


0.09 


0 32 

0 25 

0 75 

1269 30 

1272 14 

1193 21 

246.60 

245 94 

2.53.36 

1023.70 

1026.20 

939.86 

163 97 

162 45 

130 88 

47.96 

51.46 

-18.76 

211.93 

213 91 

179.63 

16,27 

16 84 

14 38 

195.66 

106 07 

166.25 

67.95 

68,33 

66 62 

730.48 

887.17 

681.22 

33.51 

31.60 

33.06 
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ehilcir«n and Ria job Mahabir’a TroA. 
softana paroapttMy wKan ha t«tka «€> ,*: 
hia grandohlldifan. Hts favourltRj ,|| 1 
girl agad diK. *Sha la IntaXigant.’ 
Mahabir aay a. Ha haa alfaady plannact 
haraducation Quiat and frlar>dly,«var { 
tha yeara ha haa won tha truat of hla ' 
eo-workara. ' 


ha thinka of matw apMti R*a a 
natural raaetlon. Mahabir Routh la a. 
ganaral workman at Oartiara dapbt.: 
Ona of hia many Joba la tha loading of 
bulk patrolaum produeta. Tha valvaa 
oontfolling tha flow from tank to doll, 
vary vahlela ara colourad —Rad for 
motor aplrlt, light Bluo for karoalna 
oil, Gray for high apaed'diaeal oll,and 
ao on. Mahabir knowa tham all. In hla 
aawantaan yaara on tha Job, ha haa 
ac^ulrad aklll and eonfldanoa. Ha 
foUowa inatruotlona to tha lattar and 
doaa hla work wall 


Mahabir and paopla Ilka him-«-at alt 
lavala of reaponalblllty—ara Sunmah- 
Shail. Today, aa avar, thay ara hard 
at work . working to anauro that v|tal 
patrolaum produeta, aaaanttal to 
Indla'a growth and prograoa, ara 
brought to you at tha right plaea and 
tima. In tha right quantltlaa 


A ganaroua mouataeha, two grand' 


■.i 
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How Poor^ the Poor? 

THE great income controversy i.s at last at n'sL Loliia, who brought 
up the subject in his speech m the debate on the no-confidence 
iiKition in the Lok Sabha, has been proved wrong—though, we may 
be sure, not silenced. Nanda has quoted chapter and verse of National 
Sample Survey reports and Planning Commission studies to establish 
that the people of India, even the poorest of them, are not as poor 48 
Lohia makes them out to be 

But how poor are the poor? According to Nanda, the poorest ten per 
cent of the population have an average monthly per Mpita expenditure 
of Rs 8 in rural areas and Rs 10 In urban areas, or 4.3 annas ,Bnd 
5.3 annas per day, respectively ! What does that mean? The most 
austere balanced diet with a minimum consumption of other items 
would, it has been estimated, cost something like Rs 35 per head pet 
month. For tlie poorest ten per cent of the population, over 40 
mSlum people, to be able to aspire to this standard by 1976, that is 
by the end of the Fifth Plan, the rate of growth of per capita indomd 
would have to be 12 per cent, compared to the Third Plan target of 
4 per cent and the slight fall in jicr capita income actually achieved 
in the first two years of the Plan. i 

There is more to all this than the growth of per capita income. 
How deep do the scanty benefits of development percolate? Income 
distribution is a subject about which much is suspected, little known 
(and the Mahalanobis Committee seems to be in no mood to oblige). 
The precise arithmetic of average per capita tonsumption is not, there- 
forte, really very meaningful. What is meaningful is that from all 
available accounts the under-privileged sections of society have very 
little to show for the 15 years of Independence and a decade and 
more of planned economic development. 

Once again, abandoning percentages let us consider two sections 
of the population, the unemployed and the agricultural labourers, 
who, it may be assumed, are among the most under-privileged. 
Now, no one may know for sure the slate of unemployment in the 
country, but even those who can still get enthusiastic about the Plan 
know that the most that it claims to do is to provide employment to 
fresh entrants to the labour maihet, leaving the backlog of 9 million 
unemployed carried over from llie Second Plan untouched. It is not 
likely to do even this and in fact the Planning Commission now 
appears to be reconciled to the Plan ending with more people without 
jobs in the country than there were when it began. 

What then has gone wrong? Did not the Third Plan promise # 
“comprehensive programme of rural works” which, it was expected; - 
would not merely create additional employment opportunhies but ail«o > 
be the means to harness the large manpower resources in the rural 
areas for economic development? To admit that unemployment will 
increase over the Plm^l^iocL Is that not an admission -of ^ Govern¬ 
ment’s incapacity jgut. onto operation economic jxilicjes 

and programmes Whi(a%aiiL turn'Into proouetbre use fhe idle itia^ 
power of the courttry«de which is, after all, Indltf^ greatest asset poten¬ 
tially and its greatest responsibility at present? * ; 
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' fll wM»aii>Ioy)»(»t^ '*iiiB> 

•i ylMt iStipiiMifioiuttic, even ]«n if 
ki^fvii ftitout father part of the 
|ip|>ttIation which is perhaps oniy 
j|im better off than those who have 
no means of livelihood at all. 
Allowing that confusion over defini- 
lions and concepts vitiated the data 
thrown up by the Second Agricul¬ 
tural Labour Enquiry, its conclu¬ 
sion that incomes of agricultural 
labour faipilies actually declined 
by 11 per cent between 1950-51 and 
1956-57 cannot be ignored. What 
is important is not the exact de 


liline in inel»n^ ^ tsfi^ whtator 
there was « ifocUne at aU. iMIt fftat 
the benefits of .an outlay of aimpst 
Rs SOO ciores on agncultuie and 
community development in the 
First Plan had gone to sections of 
the rural population other than 
this, the weai^. Economic con¬ 
centration and the tendency for the 
rich to get richer have not found 
the rural soil infertile. 

The powers that be, to which 
gods do they offer oblation? Cer¬ 
tainly not to Vivekananda's Cod, 
the pKxjr. 


od ^ 

whether thi»«‘ig wide'lnt||iWim^''^ 
a problorn, fet 

choioe> ' ' "' ' ‘' <‘.'4 '' 
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The major wariahle, in Men¬ 
tion, however, is twiai# Sftihqisk. 
Indonesia, an army wf^ a'^'ce^try 
(the major share of national reve¬ 
nue wetii to the armed fiatces in 
1962), faced with extreme ecoiumic 
strain and inflation (Consuiner pri¬ 
ces increased 480 per cent .between 
January 1961 and November il962), 
has domestic troubles which iui- 


Malaysia 

JUDICIOUS vagueness about Malaysia would both solve the ano- 


Malaysia is appropriate as we 
go to press three days before the 
proposed federation is declared born 
or postponed. It is not clear whe¬ 
ther birthday wishes should be sent 
or messages of alarm at ‘developing 
tension'. Britain, in its maternal 
guise, has shown both a marked 
propensity for bringing forth 
federations, and a marked lack of 
success in ensuring their survival 
— the Central African and West 
Indian Federations are gravestones 
along the way; verdict would be 
premature on the South Arabian or 
East African Federations. 

The marriage of the four south¬ 
east Asian territories unites manv 
more complex variables than might 
initially have been supposed f'lrst, 
within the Malaysian territories, 
Malaya is overwhelmingly the mo-.t 
powerful element. The most prosper¬ 
ous country in Asia, it needs to ex¬ 
pand its influence, spread the scope 
of its economy and strengthen its 
territorial power against Us more 
powerful neighbou’^s in addition, 
it needs to offset the powerful role 
of the Chinese in Malaya — racial 
conflict is a minor factor id the 
situation, but always a potential 
friction pioint (witness the current 
tussle between Sarawak and Malaya 
over their future Covernors). Sinea- 
pore is the most developed of the 
four, an island of high urban pro- 
jpaiity and occassional political 
tnH^ilitV. Lee Kuan Yew, the 
Ptime Minister, has had to run fast 
to keep ahead of his own powerful 
left-wing : submerging Singapore in 


roalous position of Singapore as an 
independent port dependent in the 
main on Malayan trade' spread the 
cily’s economic base, and strengthen 
Lee in his war against the militants. 
Accordingly, Lee, having bargained 
hard, pressed strongly for the crea 
tion of Malaysia by August 31 (that 
is, before the current elections 
broke upon him). When the date 
wa.s postponed, he wa.s one of the 
more truculent critics of Tunku 
Abdul Rahman, and organised a 
substitute celebration by unilateral¬ 
ly announcing Singapore’s complete 
independence of Britain from Au¬ 
gust 31. While this may have saved 
the municipality expense, it intensi¬ 
fied the friction between Malaya- 
Britain and the city. Having failed 
to stampede Malaya into federation, 
Lee had little more to offer to his 
domestic critics than further asser¬ 
tions of independence ond critic ism 
of Malaya and Malaysia. 

In Sarawak, a strong Communist 
group opposes federation, and in 
the last elections, be'oed to ensure 
a majority for anti-Malaysian candi¬ 
dates. It is by no means clear, 
however, that a majority of the 
population i.s against federation, 
desnite sporadic bouts of rioting. 
Self-government on August 31 does 
not .seem to have deflected Sain- 
wak’s leaders from moderate sup¬ 
port for Malaysia. Similarly in 
Nprth Borneo (Sabah), self-govern¬ 
ing on the. same date, riots and 
guerilla warfar^ supported from 
over th« border in Indonesian West 
Borneo, have not provided a clear 
index of opinion^..— indeed, given 


pinge directly upon its foreign af¬ 
fairs The powerful Indonesian 
Communist Party decided long be 
fore Moscow or Peking that Malay¬ 
sia was an imperialist conspiracy to 
retain British military power hi 
south-east Asia (which it perhaps 
is) — and whether with relief at 
finding a convenient diversion from 
domestic headaches, or in order to 
outbid the Communists, Sukarno 
took up the challenge with enthu¬ 
siasm Indonesia will one day be 
amongst the most poweirfu! coun¬ 
tries in the world, and Malaya was 
wise to treat its demands with cir 
cumspection . especially when those 
demands amounted to very little in 
real terms except face-saving foi 
Sukarno. Tunku Abdul Rahman 
gracefully accepted the postpone¬ 
ment of Malaysia’s foundation day 
(later setting it unilaterally for 
September 16) and accepted an in¬ 
dependent enquiry into opinion in 
North Borneo and Sarawak. Sukarno 
made it fairly clear that -whatever 
the UN enquiry finally discovered 
(in llie presence of Indonesian ob¬ 
servers or not), he would sti'l re¬ 
gard Malaysia as a dark Bntisii 
plot There are restraints, howe'ver, 
most notably the eXfonsive Indone 
sian economic interests in Malav.i 
and Singapore which would L’ 
sequestered in the event of hostili 
ties; British military power which 
is pledged to defend the infant 
federation: and the unstable dome' 
tic situation in Indonesia — hostili¬ 
ties might strengthen Sukarno 
against his rivals, but it, might aUo 
be the straw that- breaks the pu"' 
camel and Sukarno with it. 

Latest reports suggest the UN en 
qmry Will offer rapport to the 
Tunku, to the iptense ralhif of 
Malaysians since any 
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foir''4i>|pi^ 'ilt»''Sui^;.'0f'-ICeUui^ 
uii^-.''4iMwM«^..' StKict' Autenotay 
it lltetf « ^Miion), ha* 
suti^Vipbe G<ivfimin«m to rattrain it 
{i;(^ led^xsing. lAdoae- 

stt'Jiii» 'aiiv«nee4 i>«yoini the stage 
of li|$l^raging Volunteers to joiu 
thvtTltii^ Bom^ guerilla force, 
an4 '{fas the grandiloquent 

‘policy td confrontation* which in* 
dudOB the formation of special 
battle! units to stand by on the bor 
der j(!n answer, it is alleged, to the 
buikl'Up of Blituh forces In the 
area), la addition, Sukarno is 
despatching to the UN General As- 
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This then is' the situation-. On 
balance, the combination of the 
Tunku’s determination and British 
military power ahtatid ensure -that 
Monday will see the dawn of the 
federation, whatever complaints Indo¬ 
nesia has. Whether die infant will 
prove as lusty as its parents origi- 


liquid aaseta ratio, ak 'Idng as ttioir 
investment in government'seiwritl^ 
exceeds the statutoiy miniimitn.,T^ 
diange niijnired, then, is not in the 
statutory miniittum ratio for liqt^ 
assets, unless larger bank resourt^ 
are required for the public sector 
(which semns to be the motivating 


nally thought, romains unclear. In factor behind this change). If the 


any “case, it has to live with. Indo¬ 
nesia. But that turns upon the ba¬ 
lance of. power within Indonesia, 
whether this impels stability or 
brave words and romantic postures. 


Monetary Policy 


*pH£ principal interest in the an¬ 
nual reports which the Reserve- 
Bank’s Central Board presents to 
the Government on the working of 
the Sank centres on the discussion 
of developments in the sphere of 
credit and finance and the rationale 
of the Bank’s monetary policies. 
The reports also contain a compact 
review of the general economic 
situation during the year, pruviding 
much authentic factual information. 
The report for the year July 1962 
to June 1963, released this week, 
follows this usual pattern 

The discussion of the economic 
situation in the report leads princi¬ 
pally to a reiteration of the impor¬ 
tance of increasing agricultural out¬ 
put to raise living standards and 
rural incomes, to reduce industrial 
costs and to promote exports. It is 
pointed out once again that the 
State Governments have not made 
the necessary effort to tax agnrul- 
ture. Taking the economy as a 
whole, however, the report expects 
that Ae Plan Urget of additional 
tax revenue would be substantmliv 
exceeded. Tax revenue as a pro¬ 
portion of national income has risen 
from 9*6 per cent *® 1960-61. to 
about 13 per cent at present. Fur- 
iher increase in tax receipts, tlie 


year’s budget. In contrast to the 
“large quantum of net bank credit 
to Government, which is the overall 
measure of deficit financing, wit- 
. nessed during the last two years’’, 
the Budget for 1963-64 “aims in a 
purposive manner at alleviating the 
pressure of demand”, thereby ren¬ 
dering the task of monetary policy 
easier. It is gently pointed out that 
the Reserve Bank’s monetary policy 
cannot succeed without a fiscal po¬ 
licy that i« consistent with its ob¬ 
jectives. 

Turning to particular aspects ol 
the Bank’s monetary policy, it >!» 
suggested that the technique of the 
sl^ system provides a compromise 
which solves the conflict between 
the Bank’s role as the lender of last 
resort and as the regulator of cre¬ 
dit. It may be asked, however, 
whether these conflicting roles could 
not be reconciled by' the more tradi¬ 
tional methods of raising the Bank 
Rate and prescribing some sort of 
a ceiling on borrowing from the 
Reserve Bank. The real piir]io8e of 
the slab system is different; it avoide 
frequent changes, in the Bank Rate, 
which may upset the Government 
Securities market. Why not say so ? 


iher increase in tax receipts, die The justification adivancod m the 
report Joels, would have to depend report for prescribing a higher 
largely On income expansion rather liquidity ratio for banks also can- 
than «Mi new fiscal measures or up- not stand close scrutiny. The reason 
ward reviaion of-existing tax rates, for prescribing a 25 per-cent liqui- 
‘ dity ratio, it is said, is that 4t would 

'nt6,i«{>ptt k appreciative of the prevent the banks from neutralising 
“bold tax effort” in the turmit an increase in the reserve require- 


Reserve Bank were empowered to 
change the liquidity ratio, say from 
20 per cent to 40 per cent, it would 
have been much more effective for 
the purpose than the higher liquid 
assets ratio. The power to change 
this ratio along with the reserve 
ratio would enable die Reserve Bank 
to regulate hank advances to the- 
private sector better than the new 
powers which it has obtained. 

The^ new legislation empowering 
the Reserve Bank to grant advances 
to banks against export bills for IBO 
days was long overdue. However, in 
the present form it does not go far. 
If the purpose is to give credit in¬ 
centive for exports, banks should 
have been allowed to borrow against 
all export usance bills at 2 per cent 
below the Bank Rate, provided ex¬ 
porters were charged i pOr cent Ibss 
than the Bank Rate by the banks 1 
the new facility offered is only for 
rupee bills and that too at the Bank 
Rate. This ts clearly inadequate 
and cannot be very attractive to 
exporters. 

An interesting development men¬ 
tioned in the report is the shift in 
favour of demand deposits in the 
hanking system when over the last 
decade or so the trend has been in 
favour of time deposits. It would 
be worth examining whether this 
trend changed during 1962-6.3, as 
the report suggesu. In fart, no 
basic change seems to have taken 
place. What seems to have happen¬ 
ed is that people, a little panicky 
because ol the Emergency, did not 
want to lock up their funds in fixed 
deposits, and so converted their time 
deposits into demand deposits. This 
appears to be a purely temporary 
phenomenon and need not be made 
mubh of. 
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Weekly Notes 


Changing Army 

the Defence Minister has follow¬ 
ed up his statement on the 
NEFA report with another describ¬ 
ing the steps being taken to in¬ 
crease the strength and combat 
efficiency of the army and improve 
communications in border areas. 
So there is at la.st a show of giving 
out information on defence. This is 
welcome so far ns it goes, but how 
far does it go? 

That our intelligence system has 
improved is probably siiown by the 
Minister’s statement that “the bulk 
(of Chinese loree.s in Tibet) is con¬ 
centrated at strategic points closer 
to our borders than they have ever 
been before" The pace of recruit¬ 
ment of other ranks js “more than 
satisfactory” and the facilities for 
training have been expanded sub¬ 
stantially. Special ineentive.s are 
being offered to attract medical 
and technical personnel whose res- 
Ijonw to the offer of emergency 
commissions has been, uiidcr.stand- 
ably, poor. The construction of 
border roads is going ahead vigo¬ 
rously. Tlie Kastorii Command 
has been bifurcated, some changes 
have been effected in the organi.sa- 
Uon of the Aimy Headquarters and 
commanders at different levels arc 
now said to have a better aware- 
ne.ss of their responsibilities. 

On the question of equipment 
and the organisation of infantry 
divisions the Defence Minister had 
lijtle onlighlening to say. We 
have been told, oi re-told rather, 
that ordnance production has 
doubled and that six new ordnance 
factories are to be set up. of which, 
however, only two have been assur¬ 
ed of foreign assistance Produc¬ 
tion of a highly satisfattory semi¬ 
automatic riffe has “now started” 
at Ishapore. Early this year, the 
tshapore factory was leported to 
have started the manufacture of an 
automatic nlle That announce¬ 
ment, made by the Prime Minister 
himself, it now appeals, was pre¬ 
mature Or referred only to the pro¬ 
duction of an experimental proto- 
fype. Between this stage and the 
iggass production of the weapon 
there has to be necessarily a gap. 
What one needs to know, therefore, 
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is not just that a particular design 
for a semi-automatic has been cho¬ 
sen and that its production has 
started but how long it will take 
to get it into mass production and 
general use, and how far it will be 
complemented by domestic produc¬ 
tion of the ammunition required 
for it. The Defence Minister’s 
statement threw no light on these 
points. 

Regarding the re-organisation of 
infantry divisions, the Minister 
made only a cryptic reference. Their 
‘formation’ is being adjusted in ac¬ 
cordance with their enhanced fire 
power and the requirements of ope¬ 
rational flexibility. What precisely 
does this mean? Indian infantry 
divisions hitherto consisted of 
about 20,000 men instead of the 
normal strength of 10-12,000. 
This double-division formation was 
a hangover of the Second World 
War and was marked by low fire¬ 
power per soldier. This pattern of 
organisation has quite understand¬ 
ably proved unsuitable on moun¬ 
tainous terrain As fire-power and 
communications improve it should 
be pos.siblc to reduce the strength 
of divisions without affecting their 
eflectiveness 

The reorganisation of the infan¬ 
try division may be a technical 
matter, however important, but it 
is well to recognise that the entire 
army is in the process of under¬ 
going a profound transformation. 
Long before the Chinese aggres¬ 
sion, there had begun to appear a 
substantial shortage of officers in 
the army, largely because of the 
retirement of those recruited dur¬ 
ing the War. This deficiency had 
to be made up before meeting the 
requirements of the fresh large- 
scale expansion. This has necessit¬ 
ated the recruitment of a very 
large number of officers. According 
to the Defence Minister, by the end 
of this month some 6,000 new offi¬ 
cers would have been commission¬ 
ed and by the beginning of next 
year — that is within a period of 
about 15 months — the army would 
have more than 8,000 new offi¬ 
cers. It is a matter for considera¬ 
tion whether such large scale re¬ 
cruitment and rapid commissioning 
can be carried through without 
serious dilution of standards. The 


danger is even more real in the 
case of jeOs and ’NCOs, consider¬ 
ing the educational and general 
background of^ recruits to these 
ranks. The average length of ser¬ 
vice before promotion of JCOs and 
NCOs has been steadily deolining 
in recent years and the present 
burst of expansion will sharply ac¬ 
celerate the process. 

Persia fo the Polls 

QN September 17 Iran goes to 
the polls to revive the trun¬ 
cated Parliament (Majlis) that 
existed before the Shah dissolved 
even this to rule by Cabinet de¬ 
cree (May 1961). The Shah’s 
wisdom in holding elections at all 
seems on the fare of it substantially 
less than his courage. 

Since the fall of Mog.sadeq, the 
Shah has waged a long drawn-out 
campaign to fortify his own rule 
with popular support and thus open 
the way to reform m Iran. Such 
has lieen the nature of this cam¬ 
paign, that the Shah has succeeded 
in alienating not only the centres 
of orthotlox reaction, but also at 
least some of those sections of 
Iranian society he so assidously 
wooed As a result, he has been 
forced to dispense with dcmocratii 
forms at the same time as expand¬ 
ing the military and administrative 
machine to a point where it is a 
positive barrier to Iranian prospe¬ 
rity, let alone development. 

In the political field, the Shah 
sought to break the independent 
power of the landowners in the 
Majlis In 1958, he created two 
puppet parties, a (kivernraent and 
a ‘Loyal Opposition’, which were 
to have a monopoly of nomi¬ 
nating candidates for the Majlis 
The attempt failed ignominiously 
— independents defied the king and 
stood for election. The Shah was 
forced to admit the elections had 
been tigged. Political opposition 
continued, and the Shah was driven 
to dissolve the Majlis and rule alone 

With undivided autocracy, he 
was able to make more systematic 
attempts to separate landowners 
from tenants, to make the poor pea' 
sants along with the workeifs aftd 
women his natural allies against 
Khans and Mullahs. Accotdii^ly. 
a wide-reaching land-reffflrrti pm 


teicAl {Wd fCgubal Go^m- 
invrtt reform j[t0 bi^k. Klaan (iomi- 
ftiMi institute local peasant 
derp^acy), ptroUt-sharing in Jac- 
totitts and enfranchising adult 
woinen were all introduced. The 
counter-attack was stidden and vio¬ 
lent — riots broke out in Shiras, 
Qom and, moat seriously, in Tehe¬ 
ran (1,000 casualties are rumoured 
in the city). Only military force, 
not the hoped-for popular support, 
saved the regime. Again, the least 
useful form of expenditure for de¬ 
velopment, military, was increased 
to safeguard the reform pro¬ 
gramme 

Despite the suppression of oppo¬ 
sition, however, the main reforms 
have not thereby been expedited. 
The land reform programme has 
been slowed down bet ause it was 
not closely planned beforehand, ad- 
mmistrative, stall to direct opera¬ 
tions is laiking, and opposition on 
the fountrjside |s not insignificant 
Kegistratloii of votei- for next 
week's eh'ctioris lia' been similarly 
verv slow, relleiting wide doubts or 
indiflereiKe 

The apathy, if not opposition, is 
one of the results of tlirec yeuis” 
rwession which has had effects far 
more profound than the royal re- 
lornis Investment is down, un¬ 
employment up. and general atti- 

vity .sluggish !\on-oil exports for 

the past three years have dropped 
from $ 1().5 inillioTi to S 80 mil¬ 
lion. Last yeai’s £100 iiiilliori in- 
irease in hank ciedit to stimulate 
the ei onomy merely swelled .static 
bank accounts. The Development 
Plan, one year old. is s(,iicely be¬ 
gun. partly betaiise of the cut in 
its finance. Given the economic 
problems and political instability, 
foreign aid-givers aie reluctant to 
oblige. On the other hand, the 
foreign exchange position has im¬ 
proved and oil revenues are up by 
10 per cent. In addition, the Gov¬ 
ernment has announced a wide 
housing programme, and tentative¬ 
ly suggested rulal development pro¬ 
jects to prime the pump. 

The specific limitations on poli¬ 
tical activity might conceivably suc¬ 
ceed in uniting the reactionary op¬ 
position and the Left — a prospect 
that ought to cause the Government 
sdsne alarm since then it will have 
only rive bureaucracy to prop it 
vipi However, fierhaps the Shah’s 
esrimate of : political realities envi¬ 


sages -that the general econdpvie 
^tuation might get worse, and that 
elections better be held now U) case 
they become entirely out of the 
question. Yet no one in Iran can 
be taken in by the gesture. If the 
orthotkix political machineiy is 
robbed of its significance in this way, 
the Shah has only himself to blame 
when genuine opposition takes a 
different and, for him, far ipore 
threatening' fortn. 

Bokaro without U S Aid 

J(^UI5RAMAMAM'S requiem for 
I S Aid to Bokaro merely con¬ 
firmed what liad been leaked out 
to newspapers days earlier-—that 
India liad olfitially withdrawn the 
request lor Amenean aid foi this 
project. Theie was little choice m 
the mailer coiisiderins; that the If S 
Gongress had virtually foihidiien 
the Administration to touch Boka- 
10 for a year a! the least. All that 
lernaiiicd was to forie oii a smile 
and rouijili'le the tnililies. Thi-- 
Sul ramaniarn rlid In exptessing hi- 
deop ajijirei lation of "the rfforU ol 
the I ‘s Adiiiinistratioii and of I’le- 
sideiil Kennedy liim-elf to helji u--’ 
and di‘«( iibing in some detail Aine- 
jtea's Idle as the largest aid givei 
to tfiis couniry and the close cc>- 
ojicialutn between the two countries 
'in a mimlicr of field.s’’ The wilh- 

dr.iwal of the lequest foi assislann', 
he ernphasl^cd, did not nie.nn a les¬ 
sening of U S interest in assisting 
India as was clear from the level 
ol I S aid pledged ,it the Gonsor 
tiuni meeting “which higher than 
that given to any nation” Far from 
It. the deci-ion to withdiaw Boku- 
ro from the list of jirojects for 
wfiicfi India was seeking G S aid 
was taken in the interest of “pre¬ 
serving and fuilhei developing the 
basic fiicndship and sympathetif 
understanding" between the two 
countries anil also of speeding up 
the, execution of the project 

The latter was a weighty conside¬ 
ration for. in spile of all the prepa- 
ratoiy work which Subrainaniam 
claimed had been done, the infruc- 
tiious negotiations for US aid la.st- 
ing a year and a half have delayed 
Bokaro very considerably. Whereas 
the TTiird Plan expected a capaaty 
of one million tons of steel ingots 
to be created at Bokaro by l%5- 
66 and an output of 0.3 million 
tons of finisheci steel in that year, 
it i» poyr certain that Bokaro will 


not go into productioa riM 

into the Fourth FMan. 

On the crucial question how IM- 
(iovernment intends to go 
with Bokaro without U S asMStanoei, 
Snbramaniam had nothing definite 
to say. However, he made two 
pc'ints which deserve some atten-‘ 
tion. First, it is the Government’s 
mtcniion to "make lull use of the 
indigenous capacity already avail¬ 
able and being built up to produce 
equipment for “teel plants”. Second, 
for equipment w’hich cannot lie 
manufactured internally .the Gov¬ 
ernment will invite tenders from a 
iiuinlier of countries. 

Imjiort of equipment from 
many coiinliies will involve 
formidable piohlems of coordina¬ 
tion and will necessarily place a 
heaiier resjionsihility on Indian 
technical expertise than if tlwe 
supjilv of tlie entire plant were en¬ 
trusted to one foreign manufacturer 
or even a consortiuni. This opjx>r- 
tiinily. if jirojierly cxjiloited. could 
]>ro\itle tlic hreak-lhrougb to 
Inciniii engineering talent which 
mail) knowledgeable tntics maintain 
11 lias not got so fai for varnias 
reasons. It may also aflorcl greater 
scope for use’ of Indian equipment. 
But in the absence of any reliable 
a-fcssiuent of indigenous manu- 
[ailuring rajiacily/', scepticism is 
induced hv the fact that it has not 
lieen jm'-sililc to lediice appreciably 
tin' toreign exchange cost of the 
evjiansion of the three public sec¬ 
tor steel plants now under way. 
The foreigri exchange component 
of initial inve-tmcrit to set up the 
three plants came to about 50 per 
cent: as against this, the expansion 
programme for Rourkela, for in¬ 
stance. IS expected to have a for¬ 
eign exchange roinponent of .no 
less than Ks ffi rrores m a total' 
investment of Hs 105 crores 

Agricultural Income Tax 

YHE exciusiori of agricultural In¬ 
comes from the scope of the fiv 
come tax in India was primarily a 
hi,storical accident. Even when the 
anomaly was amended in 1935, 
agricultural income wae still treat* 
ed a.s separate and distinct and 
allocated to the States for taxing. 
But the States with their general 
disinclination to tax and in parti¬ 
cular to touch the rural sector^ 
have not made much of thb source. 







t!in^'fitbftr'impoMd a tax on agri- 
^Itural ineomee in 1938, witbin 
three yeaim ol the allocation of that 
rewmue head. But the yield from 
the tax is ins^nihcant and has in¬ 
creased bjf less than Rs 10 lakhs 
over the past decade. Other States 
halve also introduced the tax but 
not with much more spectacular 
success. 
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been consideedbly rostricted".- _ But, 
that, surelyi is not the udiOle tale; 
the attitude of the States to taxa¬ 
tion in pardcular is no less rele¬ 
vant. 

However, it was not for ounsidera- 
tions of yield or incidence that the 
Taxation Enquiry Comnussion so 
strongly recommended. the agricul¬ 
tural income tax. The Commission’s 



sta^ea* befhte" aitb 
and make afi^ropriale 
It was ctuietdereiil a 

vigilant iPrice Stabiliaatian Bsptd 
to help in maintaiQtng/V rddaon- 
abiy stable pricerStructupe” by .en¬ 
suring better coordination Oil the 
various measures bearing oh prices 
of foodgrains and other related 
mmmodities. 


A factual study of the agriculiu- 
■ ral income lax in the latest issue 
of the Reserve Bank's Bulletin high¬ 
lights the variations in the tax a» 
imposed in different States. The tax 
is currently in force in all but 
three States — Gujarat, Punjab and 
Andhra But apparently it means 
yery different things in the differ¬ 
ent regions. It is applicable only 
to certain areas — Bhopal and 
Vindhya Pradesh-- in the M P and 
only to One particular type of agri¬ 
cultural income — that derived from 
the cultivation of commercial crops 
— in Mysore. In Jammu and Kash¬ 
mir also it is only income from 
orchards and vegetables that is tax¬ 
ed. In Maharashtra it has been in¬ 
tended in the main as a levy on 
large sugarcane farms. There are 
also significant differences in ex- 
, amption limits, ratiss, etc. 

The study points out that as much 
as 55 per cent of the total cropped 
area in the country is outside the 
purview of this tax and also that 
the receipts are concentiated in a 
few States, where plantations arc 
, important. Of the total <ol lection 
during the last thiee years, over 70 
per cent was in Assam, Kerala and 
Madras. However, considered in the 
perspective of total State finances, 
agricultural income tax is of some 
significance only in Assam, where it 
forms about 15 per cent of tax re¬ 
venue (though only 8 per cent of 
, total revenue) ; and it is only in 
Assam again, among all States, that 
the yield from the tax j.s higher 
, -than the State’s share of income 
tax. In Kerala the tax forms only 
6 per lent of tax revenue while m 
‘ Madras the proportion is even less, 
ISeing just about 2 per cent 

Institutional chatiges may be 
partly responsible for .this poor re- 
-XKWd. The Reserve Bank’s study 
iteels diat “with the abolition of the 
' intermediary ty]» of tenures and 
with the imposition of a ceiling on 
. tthe eid^g land holdings resulting 
‘dlifppearance of big land- 
/ : Wdeiiv the scope lor this tax has 


primary concern was the anomaly 
created by the compartmentalisa- 
tion of income into agricultural and 
non-agriiultural. What they desired 
was the integration of the two for 
purposes of taxation. But this they 
considered a “long term objective”, 
to be achieved in course of time, 
and hence made no specific recom¬ 
mendations on that line As a first 
step, the.y recommended tlie impo¬ 
sition of the agricultural income 
tax by alt States. But this by it¬ 
self cannot smooth out all the ano¬ 
malies arising out of the bifurca¬ 
tion of income; so they further sug¬ 
gested the adoption by all States 
of a system of surcharges on agri¬ 
cultural income-tax on the basis of 
the assessee’s non-agricultural in¬ 
come, if any. That was over nine 
years ago. Today, some States have 
still to make a start with the agri¬ 
cultural income tax; and not one 
of those levying the ux has impos¬ 
ed the surcharge. 

Farm Costs 

'pHE question of a price policy 
for agriculture comes up foi 
discussion from tune to time. The 
last time this question was consi¬ 
dered at an expert level was in 1957, 
by the Foodgrains Enquiry Commit¬ 
tee, headed by Asoka M^ta Thi- 
Committee suggested the setting up 
of a high-powered auihortty to for¬ 
mulate a price stabilisation poluv 
ft/r agrieulture and to work oul 
detailed mca.sure.s for enforcing it. 
It sugge.sled also the establishment 
of a suitable organisation to cairy 
on purcha.se and sab* operations in 
fixidgrains 

According to the Committee, the 
scope of the Price Stabilisution 
Board — the policy-making body 
— would cover not merely food 
prioes but also the prices of a 
number of related consumer and 
producer goods. Thus thq^ Board 
would examine prices of stich com¬ 
modities as eloth, oilcakes, f-rtili- 
sers, iron and steel, etc, and study 
the margins charged at different 


As regards the mbdmum priees 
at which Government would be jWe- 
pared to buy foodgrain^ for stock¬ 
ing, the Committee recommended 
that this should be reconsidered 
from season to season in the light 
of various factors, e g Jiend of 
costs, incomes, price parities, etc. 
Various relevant factors, e g cost of 
production of the concerned food- 
grains and competing crops, cost of 
living of agriculturists and indus¬ 
trial labour, relative movements in 
prices of foodgrains and cash 
crops, and in incomes of agricultu¬ 
ral and non-agricultural workers, 
were thus expected to be taken into 
account. 

There is no doubt that these are 
difficult suggestions to implement, 
quite apart from the fact that the 
basic data on which the decisions 
of the Board have to be based are 
still largely unavailable. Neverthe¬ 
less. the (iovemraeni has been at 
tempting on more or less ad /me 
bases to control prices of food 
grams by buffer stock purchasis 
But apart from this it is doubtful 
if any progress has been made to- 
waids a well-thought out price po 
liry for agriculture, not to menti"ii 
the even more thornv problem of 
achieving some sort ttf parity ficl- 
ween agricultural ai^ non-agricul 
lural prices 

This is, to say Ihe least, mo-t 
disappointing. ’The Governmeni 
seems to believe that nothing more 
is needed than sporadic studies of 
I osts The new Food Ministi i. 
Sardar Swaran Singh, recently hin 
ted that the (mvernngent may ®ei 
up an Agricultural Commoditie- 
Advisory Committee to advise Gov¬ 
ernment on agricultural production 
and price policy. But the only basis 
one can see for suOh policies are 

the farm management stui^ms made 
at various centres, -largirfy by pri¬ 
vate institutions. But thdse studi**' 
cannot take the plane of adientific 

study of cow in agriculture,' jMrisper 

ly planned and comiuoteil' on ^ 



wnjpffiij'- 'of Ini^' tti 

cown^; Aii‘ ,^tbe p*^ frofc fOtV and t l^wdMtl to augar the provoiiartton )• to do Si^tofiito to 

cy oto^ lM #ftoda to tost’on. lfce whkii !i iwctotoaj' .to bW .Ml^r the intidligei^ of toe natioiuliWA, 
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msutP of totoi isMi ^ wide totv^t 
conducted' |aB( dnoe. Surel}^' live 
Stale. ■'Siatistteai ^Bureau aod; if 
neceaitot% toe niaohiae^ of the Na- 
tioiial sdinple '‘ Siirvey couW be 
prea^ into aeridee. And there is 
no tiine to Ibe lost' because in any 
case it will be quite a fev» years 
before toe data are collected, tabu¬ 
lated s|nd made usable for formu¬ 
lating price policies. . , 

Not Cnoogh Cano hr Sugar? 

^ITH toe approach of the sugar 
season,' the Goveriimetit will 
boon have to come to grips with the 
problem of ensbring that the indus¬ 
try will produce S3 lakh tons of 
sugar, which is what the country has 
been promised. This is 5 lakh tons 
more than in' the last season. The 
capacity of the sqgar industry, ac¬ 
cording to Sardar Swaran Singh, 
the new Food Minister, is 28 lakh 
tonnes, but this is largely irrelevant 
since in both 1959-60 and 1960-61 
the industry produced as much as 5 
lakh tons in excess of its nadonal 
capacity. This is nothing surprising 
since in the sugar industry capacity 
is very clastic depending On Uie qua¬ 
lity o'f cane and the length of »ho 
crushing season. The length of the 
crushing sea.son, in turn, depends on 
the availability of cane which is, in 
fact, the hub of the problem. 

'Present sugarcane crop prospecl.s 
indicate that if 3.3 lakh tons of sugar 
are to be produced in the coming 
■eason there Is going to be very keen 
competition for cane between, mills 
ind cur and khandsari producers; 
ind the outlook for mills is not ex- 
ictly hopeful. While it is true that 
lUgar prices have gone up'somewhat 
)ver the. last year, the rise in prices 
if khaJidsari and gur has been little 
.liort of phenomenal. The index of 
wholesale prices of sugar stood at 
1.16 in the last' week of July, com- 
Jared to 131 in July last year; the 
ndex fpr gur was 227 agoinst ,163 
ast year. The Food Minister himself 
las conceded in Parliament that gur 
ind Ithandsari prices are almost 
louble whgt they were during the 
ast erntoihg season. Even normally 
;ur and )chandsari. tHakeVe consume 
wide a» 'ntodt cane- as the sugar 
actories aewunt for a little 
PS'S tokti oitotoltd bf the crop, but 
itfa pirieea of gtir Aod khalidtori 


and '{niticuiarly-since any further 
increase in si^r prices cannot to* 
'ally he considered. 

The Food Tdinister has infoirmed 
Parliament toaf the Government in¬ 
tends to promulgate a Sugar Control 
Order sdiito would authorise State 
Government^ to regulate the “utili*. 
satton, ptjrchase and distribution of 
sugarcane with a view to enabling 
them to deal with the . supply of 
sugarcane, principally to factories 
and, where considered necessary by 
Stale Governments, to power crush¬ 
ers”. The sugar mills are also to be 
granted a rebate in excise dutv on 
excess production over the 1961-62 
level. The rebate will mean a relief 
of about Rs 4.5 crores to the indus- 
trV as a whole. 

The abnormally high gur and 
khandasari pri^ — which are, in 
turn, partly the result of the short- 
age of sugar — will, however, con¬ 
tinue to overwhelmingly influence 
the distribution of cane. It might 
have been possible to make some im¬ 
pact on these prices had the Gov¬ 
ernment been in a position tb libera¬ 
lise sugar releases in. the few monllis 
before the crushing season gets 
going, but with the mills carrying 
less than six lakh tons of stocks and 
the new output still more than two 
months away, action along these 
lines is clearly ruled out. 

Banks in tho Dock 

A Correspondent terites: 

'jpHE communists have always de¬ 
manded that banks should be 
nationalised. Lately, however, some 
other opposition parties in Parlia¬ 
ment and even a few member* of 
the Congress party have lent their 
support to the demand. Although 
the non-oflicial bill calling for na¬ 
tionalisation of banks has beef) re¬ 
jected, the subject cannot be said to 
be dead: In fact, it h> to be expected 
that it will figure more frequently 
in public debate in future. Text¬ 
book argpment.s for and against na¬ 
tionalisation will continue to be ad¬ 
vanced. irerhaos with even greater 
gusto than' hitherto and possibly 
with furjjher refinement. 

' It maf be worthwhile to ask why 
the subject hOs suddenlv gained such 
impaitonco. To say that Aftti^aii:-.- 


the int^igeibce of toe nOtioiuliuto,'' 
lion eptotuiasti. ^Hiat ia. perbapfi 
much nearer the marie is that .the 
jmage of banking which bos gtodu* 
ally evolved m toe publib ttud U 
such as to make'.boitos vwlAetoble 
to criticism by the advoosles df n4> 
tionalisation. The bulging ballnce 
toeets of banks testify .to tosir to* 
markable progreu over toe loot tie* 
cade, .^ut toe question is wbeilver 
their maa^ve expansion has made a '' 
commensurate contribution to the 
economic development of the CoUh* 

Anti-irv.flationary credit restrictiitos 
have, beobme a sehu-permanent toa- 
tune of Indian monetary 
Their impact is heavier on ciedit 
available tb small business than to 
big business. Discussing toe impact' 
of credit restrictions in America, 
Professor Galbraith has Mid; **€ 0 - 
riously enough, despite the squeefee 
bank loans Outstanding have risen 
steadily. There is at least a possibi¬ 
lity that those who have lost theflt 
lines of credit in the squeeze have 
merely given way to larger add 
stronger borrowers”. From the com- 
tant clamour one hears front smatt 
businessmen, what is a ^postihtHiy*’ 
in America may be a ‘certainty’ , in 1 
India. If banks had been publishing 
statistics Of their adfrances aoCOrd-' 
ing to size of borrowings, to® inilage 
of banks as a provider of credit only, 
to big business might not havn 
emerged. 

The expansion of banka in rural 
areas in recent years has also con¬ 
tributed to the distorted image of 
banking in the public inind. Hie 
impression is gaining ground thkt 
banks are mobiliring rural resomf- 
ces to finance business and industrial 
tycoons of big cities. No attempt hb^ 
been made by banks to publicise 
their advances in rural areas and 
thus- correct this impression. 

Indian banks have yet to learn 
that public relations has become On 
important adjunct of modern bank-, 
ing and that it does not stop with - 
the publication of advertisemmits in 
newspapers. TJie bank is no mote 
a ' mysterious institution — it it a 
public institution. If, therefore, any¬ 
one is reaoonsibie for nutting banks 
in tile dock, it^ is their own negli- 
gsfluce to project a proper imtge Of , 
petivitim in the puhfic miwl- 
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to M ditor 


Rate of Saving in India: 


A Comment 


jpLEASE refer to the criticism of 

the \CA£k’8 Urban Household 
Saving Survey by Ashok Kudra 
(“Rate of Saving in India”, Special 
Number, July 1963). As one who 
shared responsibility for the Sur¬ 
vey, may 1 be permitted to make a 
few coniincnt.s ? 

Hiough household sample surveys 
arc needed for estimating the value 
of different components of house¬ 
hold saving, sample survey data 
may be more reliable for some com¬ 
ponents of saving and less reliable 
for others. Such survey,s generally 
lead to underestimation of certain 
types of household saving. [See 
“Who Saves” by Irwin Friend and 
S Schor, Review of Econnmic 
SteUistics, Part II, Mav 1959; 
“Saving Survey” by M J Errit and 
J L NichoI.son, Bulletin of the 0.\. 
ford //utitute of Statistics, Volume 
XX, May 1958, “An Investigation 
of Response Error” by J R Lansing. 
Clerald P Ginsburg and Kaisa Braa 
tan, published by the Bureau of 
Business Research, June 1961, Uni¬ 
versity of Illinois, Urbana.] 

In the case of the ncaer’s study, 
adjustments had to be mad- in the 
Survey results for three rea-ions . 

(a) for non-coverage, 

(b) for conceptual differences, 
and 

(c) for under-reporlmp biases 

In estimating urban saving, the 
under-reporting biases were arrived 
at on the basis of available RBi and 
'NCAER data after careful scrutiny 
of the figures. The adjusted esti 
mates given in Uie report on Urban 
Income and Saving are, therefore, 
tenable. It would be clearly wrong 
to think, as Ashok Riidrn seems to 
do, that by following thi.5 method 
one would get any estimate of house¬ 
hold saving one wanted. If attention 
is paid to the aggregate statistics 
already available and the survey 
data, the household saving estimates 
for the urban household sector as 
given in the report on Urban In¬ 
come and Saving appear to be of 
the right order of magnitude. 

It is not clear from Rudra’s cri¬ 
ticism whether he thinks that sam¬ 
ple surveys alone can provide all 


the data required for estimating 
household savings, or whether they 
fail to do so in respect of certain 
items. In any case, he would do 
well to refer to the publications on 
sample surveys of saving and to 
note the complexities of the pro¬ 
blems involved. I would only like 
to point out that household siiiveys 
alone cannot estimate all the com¬ 
ponents of household saving, though 
they may be very useful for this 
purpose 

Saving surveys are designed basi¬ 
cally for three important purposes ; 

(a) to estimate certain compon¬ 
ents of saving which cannot 
be estimated as satisfiiCoiily 
from other data; 

fb) to indicate distribution of 
such estimates among differ¬ 
ent groups in the population 
(which cannot be done in 
any other manner); .ai'd 

(c) to construct through the joint 
use of survey and aggregate 
data reasonably independent 
estimates of income elasticity 
of saving or of the marginal 
propensity to save. 

The last purpose nece.ssiiates the 
assumption that the biases arc ap¬ 
proximately proportional to income 
This may well be incorrect but it is 
the best assumption possible and 
provides a useful check on income 
elasticity derived from other ap¬ 
proaches 

Ashok Rudra’s criticism of the 
adjustment made for conceptual 
differences seems to be based on a 
misconception or careless reading 
of the report. Thus he states. “It 
is not clear why, if they were so 
left out, data was all the ranie col¬ 
lected for them, and why the survey 
estimates are also presented for 
them ill Table 38 side by side with 
the corrections”. The most impor¬ 
tant item involved here is currency 
holdings of which an insignificant 
amount was covered in the Urban 
Saving Survey for reasons explain¬ 
ed on page 96, where it is noted 
that additions to currenev holdings 
are obtained only for business 
households. 


Those who were responsible for 
the ncaer’s study are, of course 
very anxious to examine what sav¬ 
ing surveys .can achieve and what 
they cannot. Therefore, we have 
earnestly endeavoured to list all the 
qualifications to which the Survey 
data were subject (see pages 5, 6 
and 75, foot notes to pages 61, 66, 
68 , 78 and 79, the appendix to 
chapter 5 and several other pages 
where the limitations are spelt out). 
We have also endeavoured to give 
the limitations of the marginal ana¬ 
lysis on page 80. Nevertheless. 
Rudra concludes that the break¬ 
even point occurs at an income level 
of Rs .3.000 without noting the sen¬ 
tence that follows immediately. Ac¬ 
tually we stated (page 79 lines 12, 
1.3 ami 14) that on an adjusted 
basis (both for income and saving) 
it may be noted that the break-even 
point occurs at an income level 
much lower than Rs 3,000. The 
limitations of the cross-sectional 
marginal analysis were fuliv noted 
on page 80 Ashok Rudra has ig 
nored all this completely. 

In conclusion, I would point out 
once again that it would be almost 
impossible to build reliable house¬ 
hold saving estimates for different 
components either for the entire 
economy or for a part of the eco¬ 
nomy without the help of aggregate 
(non-survey) statistics for certain 
components of saving and survey 
stali.sticB for other components. 

IRK Sarmv 

NCAER, New Delhi, 

August 31, 1963 

Reply 

J DO not require to refer to any 
publications on Sample Siirvev 
to know about the complexities of 
any sampling problem, nor need I 
cite any authority in reiterating 
that by the method followed by the 
NCAER one can arrive at any rate 
of saving one desires to have. It is 
said that the under-reporting hiasi's 
were estimated on the basis of the 
avsdlable rbi and ncaer data< It 
is thus presumed that these latter 
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point I iitlftil repMl vom-li wnw t- 
■‘if the true vainee are known one 
does not unt^tako a Sample Sur¬ 
vey to estimate diem”, i Incidentally, 
the MtAER and KBt estimates ^ 
not give any estimato with mpect 
to the uihan sector : does ‘‘careful 
scrutiny” give birdi to information 
that does not exist in a body of 
data ? 

It is, of course, quite true that 
the Sample Survey method may fail 
to give reliable estimates for cer¬ 
tain items, but in that case either 
one does not conduct a survey for 
such items or one rejects the data 
when it is found to be defective. It 
has been said that one of the pur- 

Letter from Punjab 


•Si.'.■'prYr:;iY/7'^ ' 

'■l^in mnnates of the maiginal 
propensity to save and the point I 
made is conceded, that it could only 
be done on the assumption that the 
biases are distributed in a particular 
fadiion. But any statistical assump¬ 
tion made with respect to biases 
makes them equivalent to random 
variables which they are not. It is 
true that the ncaer report itself 
notes many of the limitations, but 
does that in any way reduce the in- ' 
valid character of the conclusions 
drawn ? 


Ashok Rudra 


New Delhi, 
September 7, 1963. 


Nehru Defends Kairon, But ... 


^HE Supreme Court judgment on 
an appeal by Dr Partap Singh, 
a former Civil Surgeon of Jullun- 
dur, has provoked another major 
political outburst involving the 
i’unjab Chief Minister. 

On June 3, 1961 while the Civil 
Surgeon was on leave preparatory 
to retirement, it was announced that 
the leave had been revoked. It was 
also staled that he had been placed 
under suspension, pending a depart¬ 
mental enquiry into charges of mis¬ 
conduct against him. Dr Partap 
Singh challenged the legality of 
the order before the Punjab High 
Court, on the ground that it was 
(ontrary to the Civil Service Rules 
and that it was passed mala fide 
hy or at the instance of the Chief 
Minister who was also the Health 
Minister then and who, it was alle¬ 
ged, was personally hostile towards 
him To prove his contention he 
produced tape records of conversa¬ 
tions between him and membeis of 
the Kairon family. But the High 
Court declined to accept them os 
evidence and rejected the Surgeons 
ease. It allowed him to move the 
Supreme Court, though. 

Supreme Court’s Stricture* 

The Supreme Court has allow^ 
the Surgeon’s appeal and has^ in its 
judgment passed scathi^ strictures 
against the Chief Minister. Two 
important points are made. 

First, Kairon was personally bos 
tile to the Surgeon. On several oc¬ 
casions the Chief Minister and 


members of his family had asked 
the Surgeon to supply costly medi¬ 
cines, etc. Some of these demands 
the Surgeon had met, but after a 
tmie he had begun to refuse them 
—thus incurring the Chief Minis¬ 
ter’s wrath. There were some other 
charges of the same nature. The 
Supreme Court found the charges 
“in large part true”. 

Defending the Indefensible 

Second, “the dominant motive 
which induced the Government to 
take action against the appellant 
was not to take disciplinary pro¬ 
ceedings against him for misconduct 
which it bona fide believed he had 
committed, but to wreak vengeance 
on him”. The Court went on, “We 
therefore hold Uiat the impugned 
orders were vitiated by mala fides, 
in that they were motivated by im¬ 
proper purpose . . . and the said 
orders should therefore be set 
aside”. 

These are serious charges indeed, 
and Kairon’s opponents, both within 
the Congress and outside, have lost 
no time in assailing him. That he 
has survived the first onslaught is 
due to the support the Central Gov¬ 
ernment, the Prime Minister in 
particular, has given him- But the 
Centre’s defence of Kairon has been 
feeble and unconvincing. Nanda’s 
statement in Parliament was unim¬ 
pressive and Nehru’s was even more 
so. Aftet all weren’t they both Irv¬ 
ing to defend something patently 
indefensible ? 


An^r iMul» by dto Prime 
Minister wu that Kairon, not 
a party to llie case should not m 
censured hecauae of the strictutea. 
Kairon hiias^ has clutched at the 
subtle point with some seal. 
But how valid is this distiiKl- 
tion? In this connection die 
following remarks in another judj- 
raent on May 10, 1963 {Hazara 
Singh Gill vs the State of Punjab) 
are pertinent : “In proceedings of 
this kind, it should ^ known that 
the Court does not examine wit¬ 
nesses in support of allegation of 
facts made by either side. Ordinari¬ 
ly, the Court acts upon the affidavit 
of one side or that of the other. 
But if one side omits to make an 
affidavit in reply, that of other side 
remains uncontroverted”. 

Shri Nanda and the Prime Minis¬ 
ter told Parliament that the Supre¬ 
me Court judgment was a majority 
judgment and not a unanimous one. 
Everyone knows that it is always 
the majority judgment that is the 
judgment of the Court and the mino¬ 
rity opinion is of no consequence 
legally. It is significant that during 
the last few months alone the Su¬ 
preme Court has allowed five or six 
petitions seeking transfer of cases 
to courts outside Punjab as the peti¬ 
tioners contended, to thf satisfaction 
of the Court, that the Chief Minis¬ 
ter being personally hostile to them, 
they could not hope to get justice 
from any court in Punjab. Besides, 
Kairon has shown scant regard for 
the Supreme Court’s previous judg¬ 
ments, and two senior officials still 
remain under suspension though 
they have been exonerated by the 
Court. 

A Political Uobilitv 

The Prime Minister’s reference in 
Rajya Sabha, to “the high moral 
principles” that would be kept in 
view in a further detailed examina¬ 
tion of the case perhaps means, in 
political terms, that Kairon is re¬ 
cognized to be an increasing politi¬ 
cal liability now and will be dis¬ 
pensed with before long. That the 
Pr^e Minister had to defend him 
wa^^a matter of political compul¬ 
sion, for Pandit Nehru would not 
like to give the impreksion of having 
sacrificed a colleagne^;,under pres¬ 
sure from the Ojj^^ition. But 
knowledgeable political circles now 
feel confident that Kajiron will go, 
in weeks if not days. 
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IXU-^ONAMoBMUS 



“Ottmonitrationi," said Tata. 

"You m«n brass bands, fla|s, pretty 
flrk?" Fiton asked hopvfulkf. 

"Useful demonstrations," said RaUl, iflngt^g him 
down to earth, “to show farmers how 
our fertilizers and pesticides grow better, 

healthier crops and protect them, too!” 



TATA'FISON RALLiS 


Tata-Fison and RaWis have ootn|;j|ted tbdir 
separate marketing orgamsAttniia into « 
siaiAed service. For the future, all Tata*Fiion. 
products will be marketed by Rallis Fett^^. 
and Pesticides Pi vision. The merger wilfjpmvc 
of immense benefit to the Indian farina. For 
the first time, one integrated Service wiB provide 
advice and products covering both crop growth 
and crop protection throughout the country .., 
a notable contribution to the cause of agti- 
cultural progress 

COVER TME RELD1 
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Who is Playing What Role 


Roin«sh lliapar 


TO SIT around at various gathrr- 
mga in the Capital these days 
is not very instructive. Nobody 
seems to know what is happening. 

ifes, Lohia has set himself up 
as a one-man statistical institute. 
Morarji Desai is not going to offer 
Lai Bahadur Shastri an uncontested 
election, to the presidentship of the 
Congress. Copala Reddy and Shri- 
mali are refusing to vacate their 
ministerial lodgings for less opu¬ 
lent shelters. S K Patil has made 
clear his intention to stage a coup 
in Bombay and Y B Chavan is not 
inclined to oppose him. Bijoo Pat- 
iiaik continues to live in awe of 
Morarji Desai. And Bakshi Ghulam 
Mohammad, for once in liis life, is 
thoroughly confused about the next 
step. But the political scene is no 
longer made up of such stuff. 

The Iceling is general that by 
.September 20, Prime Minister Nehru 
will announce the second pari of the 
purge under the Kamaraj Plan and 
that about tlie beginning of October, 
when Gandhi Jayanti is being cele¬ 
brated, we will have before us the 
full picture of the change Of 
course, the set-up in the organisa¬ 
tional wing of the Congress will 
lake more time to mature, but it is 
believed that this will depend large¬ 
ly on what happens at the minis¬ 
terial level. And, therefore, the 
feeling that all judgmenis be sus¬ 
pended until we know moic about 
what IS intended. 

Reaction to Kamaraj Plan 

With much good sense, the Prime 
Minister has been studying the re¬ 
action both at home and abroad to 
the first significant developments 
under the Kamaraj Plan. Internally 
we have witnessed considerable en¬ 
thusiasm among large sections of 
the politically-conscious, although 
there is much argumentation about 
the authorship, motivations end pers- 
i enlves of the Kamaraj Plan; this 
slate of affairs only points to a grow¬ 
ing political maturity, a refusal to 
be misled bv high-sounding mumbo- 
lumbo which in the past has been 
used to cloud and confuse the real 
issues. Internationally, the purge is 


seen as marking the end of the drift 
in India’s policies, particularly noti¬ 
ceable to the foreign observer since 
the invasion of the Himalayan re¬ 
gion by China. ^ 

The opinion is crystallising in 
Congress circles that the new expec¬ 
tations generated by the Kaiaaraj 
Plan will have to be largely met if 
the ruling party wishes to salvage 
its lost prestige. TTie party’s troubles 
at State level, however, are a source 
of grave embarrassment. The ‘stal¬ 
warts’ who were ‘transferred’ from 
the ministerial to the organisational 
wing of the parly were expected to 
assist the resolution of the factional 
crises in the States. The opposite has 
happened 

The evidence which is accumulat¬ 
ing suggests that the four main or¬ 
ganisation men — Lai Bahadur Shas¬ 
tri, Morarji Desai, Jagjivan Ram 
and S K Patil — arc at the moment 
more concerned with winning a do¬ 
minant position in their respective 
.‘'tales, a position akin to Kainaraj’s 
III Madias. They believe that this is 
the only wav in which they can en- 
.'•UUP political relevance from outside 
the ministerial wing. 

Return to States 

Soon, Morarji Desai’s men will 
rule in Cujarat and Jagjivan Ram’s 
in Bihar. Whether S K Patil is able 
to entrench himself again in Bom¬ 
bay will depend on how effectively 
Y B Chavan can defend his position 
from distant Delhi. As for Lai Bha- 
dur Shastri, it does not need ex¬ 
plaining why he faces the most diffi¬ 
cult task in Uttar Pradesh. Until 
these ‘personal problems’ of the oi- 
ganisation men are taken care of, 
the Congress Party is likelv to pass 
through rather unpredictable times 
But the major factional battles with¬ 
in the State organisations will have 
to be called off by the time the pie- 
sidential elections of tlie party are 
held and the All-India Congress 
Committee has met in Jaipur earlv 
in November. 

To somehow cope with the un¬ 
savoury developments expected 
during the coming months, and to 
preserve for the Congress Party the 


undoubted gains of the Kamaraj 
Plan, is a task which falls almost 
wholly on an already harrassed and 
over-burdened Prime Minister. This 
is not a happy situation to be in. 
Every day he becomes increasingly 
the target of criticism from all 
quarters, including those who were 
^s colleagues until only yesterday. 
Indira Gandhi, too, is not spared; 
anonymous notes, bristling with false 
allegations, are circulating against 
her in Parliament and outside. Had 
the Prime Minister been in better 
health, he would have long ago 
broken this wave of dishonest criti¬ 
cism. But this is not to be. 

Empire-BuiMan 

Indeed, much of the attack would 
be ignored if the Prime Minister’s 
present colleagues in the Cabinet, 
particularly T T Krishnamachari 
who holds the Vital Finance Minis¬ 
try, acted with discipline and preci¬ 
sion to inject dynamism intd policies 
connected with administration, com¬ 
merce and industry, ttk, conscious 
that Subramaniam was offered the 
Finance Ministry and had declined 
it, seems obsessed with the idea that 
he should make his presence felt in 
the planning, administration and ex¬ 
pansion of public sector projects -- 
an interference which the Finance 
Ministry is empowered at present to 
indulge in, but a practice which has 
been signed out for severe criticism 
by every expert who has studied the 
troubles of Government-sponsered 
development in India. 

TTK should be the first to assert 
the need for the autonomous func¬ 
tioning of public corporations in the 
interests of efficiency, but this he 
will not do unless compelled to by 
the Prime Minister. This obstinate 
refusal to think big and to act big 
has been the bane of the men the 
Prime Minister relies on. 

Perhaps, the projected re-orga-ni- 
sation of the Planning Commission 
and the reported move to persuade 
Asoka Mehta, to head it might have 
a salutary effect-those senior 
Ministers whose only concern ap¬ 
pears to be to build an empire for 
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TtichnocratB of this Iciml ean.alsQ 
be oon^dent of wimping the support 
of the Congress 'parl^ionen^ry party 
which is now moiV' than ordinartiy 
suqiicipus of the hew empire-builders 
who creme vicious intei-ministeritiil 
tensitins and paralyse crucial deci- 
siononaking. .The Congieat. Party, 
with its natonal prestige seriopsly 
affected by the' events of the past 
year, can no longer a'ffotd the luxu- 


From the Loitdon End 
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And M wbiie we speculhte on 
w^ IS playing hthat role gt tbig. im¬ 
portant juncture in the life of the 
Congress Party, the Capital is 'pm- 
mised a ‘giant march’ organMd by 
the Comihunitl Party on Parliament,, 
with representatives from all piiirti^ 

, af the country, to present a ‘great 
4 petition’ agginst the ‘anti-people 
poiiOies' of the Congress. The date 
fixed for the ‘masaive’ demonstra- 



or in^^^0i)i»?--’--«xuI.<|ii)r wbotitt 

Howeveiv the fact retnains thM 
between 25 lo 50 thousand peracMia. 
ate expected to take part, in th» 
march, and they will carry a path 
(ion signed by somt; 10 nuUimt pen* 
pie. Arrange^Ots are being made 
at the Talkatora Cardens to Ingmo' 
about 10,000 marchers who are due 
to arrive from various parts of the 
country. If the demonstration fakgs 
place as planned, it will represent a 
siieable achievement for a battered 
(;pi — and another pointed omn* 
meat on the state of the nation. 


T U C Politicking 


year’s Annual Conference at 
Brighton last week was one of 
the most important Conferences of 
the Ttic since the War. Discussion 
centred round the Tt)C pamphlet on 
planning which was referred to in 
these columns in the issue of Augu.st 
HI. 

Tlie Press iias made a great deal 
of the apparent contradictions among 
the three main Tesolutions that were 
passed. There was an overwhel¬ 
ming vote for the rdport on Eco¬ 
nomic Development and Planning 
(7,474,000 in favour, 629,000 
against). But delegates went on to 
pass a resolution opposing any form 
of wage restraint, which was im¬ 
plicitly implied in the first motion 
even though the controversial 
clause on incomes policy was 
watered down under pressure from 
Frank Cousins, the powerful Gene¬ 
ral Secretary of the Transport and 
(Jeneral Workers’ Union. Three of 
the largest Unions which had just 
supported the motion on planning 
voted ftfr the second motion as 
well. Voting on the motion oppos- 
j mg. “any form of wa^ restraint” 

‘ was 4i,283|,000 in favour and 

\ 1,903,000 against. The’ voting on a 

composite motion which advocated 
control of profits and capital gains 
as a pre-re<]uisite of an incomes 
policy Was 5,994,000 in favour 
> and 2,015,000 against!' 

Conffietlng Views 

However^ as an indicator ot 
Tratte Ubion fueling, on the viul 
'ubjks at' phmning' and an in¬ 


comes .policy, the Conference re¬ 
presented very clearly the oonflict- 
. ing hopes and fears of different 
' elements in the Trade Union move¬ 
ment. Taking the voles that were 
actually pOss^, one might sum up 
the mood of the Trade Union C<m- 
gress by saying that' although it 
was, in theory, in ftvpur of plan¬ 
ning and strict control over the 
economy eh a whole, it was not 
' prepared to owallow the official 
policy hook, line and sinker. The 
‘ Congress registered its opposition 
to wage restraint as an isolated 
policy while at the same time en¬ 
franchising Us leaders for further 
discussions within NEDC. As one 
commentator put it, the tuc Con¬ 
gress reflects a genuine and npt dis¬ 
creditable doubt: a hard-headed 
suspicion of buying a pig-in-a-poke 
versus an equally practical belief 
that if Union leaders are to wield 
«power, they must walk the corridors 
where power exists. 

The Ra«iica| Left 

As far as a national incomes 
policy is concerned, Frank Cousins 
reflected ,the dominant feeling of 
the Congress when he pointed out 
that a national incomes policy, to 
be effective, would have to embrace 
such items as profits and dividends, 
as well ds wages. He declared 
roundly: “We will not have wage 
restraint whoever brings it in and 
.wraps it up”, 

Ted Hill’s resolution rejecting 
-a wage < freeze at any price, but 


adding a proviso that die trade 
unions might be prepared to consi¬ 
der such a policy if a Labour Gov. 
emraent were in power, reflects the 
Trade Umon movement’s deep suspi¬ 
cion of the Conservative Government 
Indeed, it was distrust of the motives 
and intentions of the present Govern¬ 
ment which . induced many dele-' 
gates to vote for the resolution re¬ 
jecting wage restraint, and^f was 
accepted that the vote would have 
been different if a Labour Govern¬ 
ment were in office. However, with 
memories of Stafford Grippe’s 
policy of wage freeze still vww 
much alive in the minds of tradw 
unionists, it remains to be seen 
whether in actual practice the taidc 
and file of the movement would be 
prepared to accept any policy 
which smacked of a wage freeze, 
even under a Labour Government. 

Behind^he-scenes Battle 

The battle over the wages policy 
at the Congress was fought mainly 
behind the scenes and — to the 
annoyance of some delegates on 
television Bather than on the Con¬ 
ference floor. One delegate referred 
derisively (o the television inter¬ 
view of George Woodcock and 
Frank Cousins as appeals to “the 
housewives of Granadaland”. 

Trade union par^cipation in 
planning the economy can only 
make sense if the purpose of the 
plan u to promote growth and to 
redistribute wealth. It is absurd 
to expect wtokm to participate in 
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owned institutknu requii!<^ state 
aid, there ahould be an element of 
public particij»tioa in the owner- 
ihip and control of these concerns. 
The General Council was asked to 
campaign for the nationalisation 
of road transport, steel, aircraft, 
ship-building and electrical engi¬ 
neering. It expressed “alarm at 
the concentration of economic and 
political power in the hands of a 
lew powerful groups arising from 
the increase in mergers". 

Comprehensive Incomes Policy 




ti j^Ktt in which die principal aacri- 
. fim «re demanded frrnn them, and 
in ‘which there is no prospect of 
dynamic expansion. This is really 
the argument which lay at the 
heart of Frank Cousin's speech. 
Until the Conservative Government 
can provide such a plan, the TUC 
may reasonably conclude that its 
duty—national as well as sectional 
— is to put first the interests of its 
members, the working people of 
Britain, and strive to ensure a nati¬ 
onal policy which secures those 
interests. 



.‘s?* Wi'yjwT' ■ 


sine, on the other hiOid, 1 htiiiVea 
that society can be tramdortned for 
the better only when the leveia of 
power are in different hands. On 
an incomes policy. Woodcock is 
prepared to bargain with the Cov- 
ertiment of the day, whether it is 
Conservative or Labour. Frank 
Cousins is prepared to do a deal 
with a Labour Government only, 
and then only when he has been 
satisfied about its social credentials. 

Commenting on the Congress, the 
Economist says: “On the face of 


111 essence the Woodcock view 
that the trade unions “have left 
Trafalgar Square a long time ago" 
and that the proper thing for the 
trade union leaders “is to deal with 
the affairs of the moment in com¬ 
mittee rooms with those who have 
had power given to them by the 
electorate” means in practice that 
trade union leaders must not back 
up their demands by the use of the 
organised strength of their mem¬ 
bers. Instead they must use their 

g jwers of persuasion. As Harry 
ouglas put it, “you will get a high 
standard of Jiving, not by using 
brute force, but by using brains". 

A Beatlna for Woodcock 

There is no doubt that the 
Woodcock viewpoint which domi¬ 
nated the TUC pamphlet received 
a severe beating at Brighton. The 
structural changes the trade unions 
so urgently need are going to be 
even harder to attain than a theo¬ 
retical wages policy. Woodcock’s 
original proposal that the unions 
should accept industrial unionism 
as their eventual goal was rebuffed 
some months ago. It is true that 
the histone diversity of the British 
trade union movement has to he 
accepted, but this does not mean 
that nothing can be done. During 
the next year, the TUC will bring 
together groups of related unions 
and try to get them to face their 
common problems. Sometimes the 
solution may be m amalgamation; 
sometimes there may be a federal 
solution. 

Although the debate on nationa¬ 
lisation was far from exciting, the 
TUC reasserted its belief in “the 
popular control of key enterprises 
as a means of creating a more d» 
mocratic society”. Where privately- 


The General Counal’s reaction 
to this is certain to be cool, because 
many of its members realise that a 
nationalisation “shopping list" 
would hardly be an asset to the 
Labour Party at the next General 
Election 

Labour leaders are confident 
after the Conference that a Labour 
Government would be assured of 
union co-operation in an income 
policy. They have already made 
it plain that a Labour administra¬ 
tion would insist on a comprehen¬ 
sive incomes policy — covering 
rent, profits and other forms of in¬ 
come, as well as wages — and they 
have no doubt that they would 
have union co-operation in any 
degree of wage restraint that was 
part of an overall incomes policy. 
They also regard what happened 
at Brighton as nob'ce served on the 
(Conservative Government that it 
cannot expect to implement an in¬ 
comes policy in the present cir¬ 
cumstances and in view of its record 
on wages and profits 

Power Struaalo 

The year ahead will see the 
most subtle and relentless power 
struggle in the British Trade union 
movement for many years. Person¬ 
ality is now playing a central part 
in the struggle for change in the 
trade unions. CJeorge Woodcock 
wishes to build up the image of a 
modem forward-looking trade unio¬ 
nist who will modernize the move- 
nmit and make it into a machine 
which can present a coherent and 
elRciently drilled front to Govern¬ 
ment and employers. Frank Cou- 


ihings, Mr Woodcock suffered a more 
bitter string of defeats at Brighton 
than any Labour leader since Mr 
Gaitskell at the Party Conference 
at Scarborough in 1960; but m 
paradoxical fact he, as Mr Gait¬ 
skell also did at Scarborough, may 
have immensely strengthened his 
fiiture standing — and with tt the 
opportunity to fulfil his declared 
purpose of getting the Trade Union 
movement ‘out of Trafalgar Square' 
and into the inner counsels of the 
nation". 

Too Non-PoliUcal 

It should, however, be noted 
that a group of unions calling itself 
the radical left, a.s opposed to 
what IS called Woodcock’s radical 
right, is to draw up its own econo¬ 
mic document within the next 
month or so. The group thinks 
Woodcock. who would bargain 
with almost any Government, i.s too 
non-political and it wants to co¬ 
ordinate the movement’s intelligent 
left wing. 


Zbe Economic 

Foreign Subscription Rate 
Due to increase in foreign 
postal rates it has been found 
necessary to revise our foreign 
subscription rate. With effect 
from July 1963, the annual 
foreign subscription will be 
Rs 34, SOs or $ 7. 

A Feknandes 
Budaas Manager 
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Aivay with the Deputies 


^j^ltlTERS’ Building is a very 
different place from the Krem* 
tin. No Nikita Khrushchev presides 
over it; and it would be a gross 
exaggeration to liken the late Dr 
B C Roy to the late Joe Stalin. The 
differenoe between the two is not 
of degree but of kind and dimen* 
sion, both of achievement and evil. 
Why, then, did two such dissimilar 
entities come to mind together? Be¬ 
cause Writers’ Building too. m Dr 
Roy’s time, came to acquire a cult 
of personality; and, since his death 
on July I last year, there has taken 
place a certain de-Royisation on 
the lines of dC'Stalinisation in the 
■Soviet Union or dc-Patehsation in 
New Delhi. Perhaps more outside 
West Bengal than within, the image 
of West Bengal was completely 
identified with that of Bidhan Babu; 
and when death supervened the re¬ 
action was almost apocalyptic. 

It IS too early to say whether his 
successor, P C Sen, has measured 
up to him or whether he ever will. 
Some of the schemes initiated by 
Dr Roy have made fair progress; 
Durgapur’s gas has just started 
flowing into Calcutta Some schemes 
of Dr Roy such as deep sea fishing 
liave been abandoned, although not 
until the Fisheries Minister had 
made a fool of himself by saying 
that the scheme, after incurring a 
loss of Rs 64 lakhs, had been “a 
success” What has been proved 
anew is that it is not m the divine 
sche,me of things to make any man 
indispensable, for in that event He 
would have made some of us iramor- 
Ul Prafulla Sen carries on, not too 
badly. Having thus demonstrated 
the dispensability of Dr Roy, Sen 
(ame out with a thoughtless remark. 
When the Kamaraj plan burst on 
linn, he said that all his eolleagues 
w'ere “indispensable” and there 
would be no retrenchment in hi» 
(iovernment. So far so good. 

Doing Without 

Only a few days later, behind 
the scenes, something happened 
somewhere which, of course, as free 
< itiaens of a free country, we have 
no right to know. All we know is 
that, on a sudden, on September 1, 
Shri Sen not only found half his 
colleagues not indispnsable but he 


actually dispensed with them with 
the greatest of ease. All the expend¬ 
ables were found in the ranks of 
Deputy Ministers, of whom there is 
now none in West Bengal which 
Dr Roy once described is “under- 
administered” or “under-governed”. 
It is certainly true that the Deputy 
Ministers were grossly underem¬ 
ployed. These poor things walked 
the corridors of Writers’ Building, 
swapped gossip with mlas and 
lower division clerks — it is to be 
doubted that the upper division 
clerks took the Deputy Ministers 
very seriously — and sometimes ac¬ 
companied Ministers on tour (to 
carry their luggage?). Now even 
these plea.surcs of life are gone. 
There may shortly be a trade union 
of dismissed Deputy Ministers. 

It really is hard on the poor 
chaps. Some Secretaries, especially 
if of the ICS, might not show them 
files or even address them as “sir”, 
but there was the salary; there was 
the free telephone; there was a 
minor flower show or something to 
ojien in the evening; and the ini¬ 
tials D M might sometimes be mis¬ 
takenly taken to stand for District 
Magistrate Now all that is, or will 
he, gone It seems unlikely in the 
extreme that the jobless Deputy 
Ministeis will be found enough work 
in the party; useless in oflice, they 
are hardly the men to revitalise the 
Congress Party which, some may re¬ 
member was the proclaimed pur¬ 
pose of the Kamaraj plan. The con¬ 
siderable amount of money that had 
so long been wasted on the Deputy 
Ministers, their travelling and other 
amenities will now be saved. Good; 
but only the heartless will withhold 
a tiny tear for the unemployed De¬ 
puty Ministers, all nine of them. 

More lo Go 

Sen has a 34-8trong, if “strong” 
is the word. Council of Ministers, 
Ministers of Slate and Deputy Min¬ 
isters. With the extinction of the 
last species, it will be smaller. Sen 
say!< he wants it still smaller; no 
more than 18. Professor Parkinson 
worked out the size of an ideal 
Government; if memory serves, the 
number was five and that would 
include a Minister of Defence. Since 
defence is not the States’ business 


in India yet, four should be ample. 
Has Parkinson’s Law been at work 
in giving the small State of West 
Bengal 34 Ministers? Only partial¬ 
ly. What really did the trick was 
what 1 shall modestly call Flibberti¬ 
gibbet’s Law. Cabinets expand so 
as to fill the emptiness of mlas’ 
lives after winning an election on 
false promises, as a reward for the 
further promise to the Chief Minis¬ 
ter that, as Ministers, they will in¬ 
trigue less against him than as 
mere mlas. All this has no rela¬ 
tion whatever to the amount of 
work to be done in Writers’ Build- 
ing. 

Well, Shri P C Sen had better 
think again. He should remember 
the exjierience of Hare Krushna 
Mahatab in Orissa a few years ago. 
In cohort with Rajendra Singh Deo, 
Mahatab tried the rule of three; 
there were three Ministers in (he 
coalition Government. It did not 
work long; more Ministers had to 
be taken, and, eventually, Mahatab 
himself had to go and set up shop 
in New Delhi. The threat to Sen 
does not, at the moment, come from 
the direction of mlas but from 
another quarter. Yet there is a 
limit to what even loyal mlas will 
stand. Crediting, for argument’s 
sake, the MLAs with brains, these 
will now he idle; and everyone 
knows whose workshop these are 
the venue for. 

Wanted Sinecure 

This writer is a great believer in 
the political usefulness of u»less 
ofliceg and various workless or 
underemployed democratic, deco¬ 
rative institutions. Dr Johnson was 
not right when he said that no roan 
IS more harmlessly employed than 
in making money, or words to that 
effect. The “ robber barons ” of 
America disproved him long ago; 
and we have our vegetarian “man- 
eaters”. But, It ran truly be main¬ 
tained that no politician is mon- 
harmlessly employed than when 
signing files and making speeches 
in the Assembly. Ministers and 
legislatures cost the public a lot of 
money; but you can’t have democ¬ 
racy without paying for it. What 
is suggested is thgt the price, if no* 
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»» in India, i« wdrdm out of graate talsiiirf. It ia not 
tW(Je«s«iy to'.name names; hut, al- 
.ttiotigh the CoiQ|[reaB did it (or it* 
own reasons, the imprisonment o( 
Pattom Thanu PiUai in Chandigarh 
Government House, for instance, 
was a distinct service to Kerala. 
P C Sen is'said to have sacked, so 
many colleagues in consultation wab 


Soraef argue that Goveiihors and 
Upper Houw* should go. It is tiue 
r^oiigh (heir functions 'are margi* 
'nal. But by hiliug Government 
Houses and Upper Houses the coun¬ 
try keeps a fair number of people. 


A^ulya’‘^h6fftf. the' 
have hem the ori^uuttt^' df '^e 
idea. .4nd ‘ncd>ody hga ettor aediaed 
Ghosh of ever doing ’(Uiytliiing with¬ 
out a purpose. About? just wh*t jx 
is, in the long run, P C Sen HBty 
be no wiser mail this writef. ^ 

— Flibberpgfbbfit 


ooHATt umKHALLy ro TMt national OrreNce func 
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Day by day. month by month, 
the face of India changes fast. 

Mighty steel penstocks guide the 
rushing river waters to turn the 
turbines to produce electric power. 

Massive generators, dotted across the 
country, send this power vibrating along 
wires to turn the wheels of industry. Electric 
lamps are switched on in village homes. Long lines 
of steel pipes girdle vast stretches of land, carrying 
water to thirsty villages and liquid gold to refineries 
Automatic signals guide rolling wheels along a 
criss-cross of steel tracks. Radio waves race across 
the skies to help mighty Jet planes land on our soil 
with their precious cargo. And thus a nation steps 
out to tomorrow. 


As electrical and mechanical 
contractors and maintenance specialists on 
behalf of leading West German manu¬ 
facturers, we too are contributing our 
bit towards building a new India. 


REPR6SENriN« 


MANNKSMANN 

row »r«ciA(. riru anv 

rira MANU#AeTU»>JMe MACHIMIHV AMQ LAVlHO 

AEG 

row RUVCTMtCAU COUIAMCNT 

TELCFUNKeN 

'OW TCLKCOMMUMICATION MUIFMCMV 




FBIVATf LlmiTKO 
bomoav CALCUTTA New beuwi 

oe«ABAp BAN9AWOWW'mOURKKUA 




Re^arch for Small industry 
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Eeonomic Reanireb far Smull IndiMtrr Devetopmeat i lIluatrMl^ by India'* ExfiariciNce by $ Nanjundan, 
H £ Eobifon. and Eugene Staley, Stanford Reaesreh Intti tute, California and Asia PublithuiS H 6 uk, India, 1962,, 
Pp lx + 316, pric? R* 18.00 ... , 


^ COORIDINATED small-industry 
development programme, has 
been in operation in India ior over 
a decade now. The organizational 
pattern for the programme was 
provided by the Ford Foundation 
(Intemationai Planning) Team way 
back in 1&54, much the same way 
as the rationale or the basic stra¬ 
tegy of small industry development 
was provided hy the Karve Com- 
mittee (1956). Administrative 
leadership and helpful assistance 
from Ford Foundation consultants 
have by and large succeeded in 
evolving an integrated and com¬ 
prehensive programme on the broad 
principles and framework provided 
iiy the two reports. 

The programme comprises indus¬ 
trial advisory, research and training 
nervices, industrial estates, aid.s in 
financing, marketing and in the 
procurement of equipment and 
iiiateriala, etc. The present publi- 
(.ation eover.s the various a.spects of 
the industrial research services. 
Tlie programme of industrial re¬ 
search consists of “.specially trained 
eroriomic investigation teams to 
jirovide information and analysis 
for two broad purposes; (1) to 

guide the planners ami the admi- 
ni.strators of the small industry 
effectively, and (2) to assist small 
entrepreneurs and potential entre¬ 
preneurs, directly or through indus¬ 
trial e.vtensioii officers, in making 
better economic decisions”. 

Investigation Teams 

Tlie economic investigation teams 
are attached to the various State 
Small Industries Service Institutes 
and work in close cooperation with 
each other, the actual work of co¬ 
ordination being done by a similar 
team attached to the Central Small 
Industries Organization, under the 
Development Commissioner (ssi). 
The work of the Teams can be 
broadly divided under three func¬ 
tional heads: (1) The Industry 
Planning Analysis tk^rts which 
concern individual studies (2) the 
Market Aid Surveys (Distributioh 
and ^eaearch),/ which concern 


specific products of an individual 
entrepreneur or industry, and -(3) 
the Area ; Dex'eioproent Surveyor 
whose concern it is to assess the 
industrial potential of selected 
areas. Various aspects pertaining 
to each of these research activities 
— right from staffing pattern, staff 
responsibilities and training, survey 
format, study content, project pri¬ 
orities, follow-up actions — are 
subjected to a thorough and criti¬ 
cal appraisal, their shortcosnings 
highlighted and desired directions 
of improvement indicated. Indeed, 
these detailed and critical apprai¬ 
sals of the fiwmat and the func¬ 
tioning of the programme will not 
only be invaluable to the Indian 
authorities in reviewing and re¬ 
shaping the programme, but also 
to those elsewhere engaged in the 
oigatiization of similar programmes. 

Significant changei% have been 
made in each one of these research 
acluities ill the course of tlieir 
evolution over the years, oliaiiges 
touching upon eni|ihasis. content 
and objectives. Tlie attempt in 
eaeli case has been to lender them 
more effective and utilitarian to 
their respective clientele. Adher¬ 
ence to a time-schedule, brevity of 
reports and realistic recommenda¬ 
tion have been the objectives ’ ol 
these reports. These indeed are 
important. But in the process, it 
would seem, they have lost some 
of their wider and long-term utility. 
For example the excessive empha¬ 
sis laid On their Iieing of immediate 
and “practical” utility to the en¬ 
trepreneur has deprived the Indus¬ 
try Analysis and Planning Reports 
of their utility to planners and to 
students of economics generally 
The over emphasis on qualitative 
appraisals in these reports again 
has rendered them almost unfit for 
being used for global estimates or 
projections in such important as¬ 
pects as employment, capital, out- 
ut, capacity utilization and ao on. 
ometitocit certain ‘basic . concepts 
such as fixed and working capitaj. 
rgapacities rated and utilized, etc. 


are either not clarified or not uni¬ 
formly emplojred, Details ol* inputs 
and cost-structure are .seldom given 
and derived ratios and coefficients 
seldom worked out in a scientific 
manner This jg an aspect which 
the Perspective Planning Team 
(Dr Staley and Mr Robisdn are 
members of this Team) could use¬ 
fully consider. 

Projeel Prioriile* 

Equally interesting are the au. 
thor's vie.ws on project priotilies, 
especially in regard to the Area 
Development Surveys. They are 
inclined to opine that tlrose areas, 
the development of which promise 
to maximise the, growth potential 
of llie national economy shouLrl 
have' priority over the rest. As a 
basic tenet of growth economies 
the principle appears to be sound. 
Since maxiipization of growth and 
hence tlie reinyestible potential in 
the short-run is he.st achieved ' 
through investment in projecta 
which yield Uie highest marginal - 
returns. When applied to Area 
Development Programmes, the 
principle dictates the preferential 
development of areas whicti display 
the best potentialities for egsy deve¬ 
lopment. Bui ih'c snag here is 
that in 01311 / “undeveloped” tracts, 
their state of underdevelopment is 
mostly a reflection of the absence 
of essential overhead facilities such 
as power and transport than, the 
absence'of other factors conducive 
to development. Assigning' a lower 
priority to such areas and to prefer 
those relatively advanced in respect 
of tljiese overhead facilities and hence 
appear, to. be promising in tarns 
of the “quick growth” strategy, 
may neither yiCld maximum margi¬ 
nal returns to investment nor maxi¬ 
mise the overall growth jiotential 
of the national economy. Besides, 
there are also social considerations. 

Further, the area selecteil for 
study is not a closed' economy but . 
is increasingly subject to the com¬ 
petitive forces and structural chan¬ 
ges'emerging tiotli within and out¬ 
side the area economy. This •tinder- 
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the need for correct and 
reliable knowledge of the locational 
requiremehta of each induatry-iitic 
under different conditions and for 
assessing its relative advantage in 
the area surveyed vis-a-vij other 
areas. The surveyed area should, 
therefore, be large enough to per- 
rnit an adequate assessment of re¬ 
sources and markets and to ensure 
consideration of alternative loca¬ 
tions for the unit. 

Concepts such as “efficiency”, 
“msrket-size” and “living standard” 
are better stated relatively in a 
dynamic setting than in alisolule 
terms as is to be found in the 
following quotation "It is essen¬ 
tial, then, for maximum efficiency, 
lowest costs, largest markets and 
highest living standards that each 
niork or area concentrate on what 
it can produce most cheaply or at 
least cost in relation to competitive 
areas” (p 91) As a statement of 
the comparative coat theory none 
can take exceptions to this. But, it 
has to he remembered that jnat as 
insistence on “local self-sufficiency” 
is suicidal so is ovor-emphasi.s on 
“regional speeialisation” foolhardy. 
For one thing immobilities of fa<'- 


tors and imperfections of market 
are as strong within the political 
boundaries of a country (espeaally 
a developing country) as they are 
between developed countries. 

Secondly, once a sizeable area 
unit is determined, there is advan¬ 
tage in seeking to bring about a 
balanced and mutually supporting 
pattern of industrial growth in the 
area. The question obviously is to 
determine the “viability” of a given 
area unit for sustained industrial 
growth. One way of ascertaining 
an economic area unit is, as the 
authors say, through a two-stage 
survey, first covering a wider area 
corresponding to the division oi 
contiguous block of districts follow¬ 
ed by .surveys of individual di.sfrict.s. 

Guideline* for Future 

In respect of future orientation, 
the authors rightly emphasise studies 
of procluct-supply-deinand ])osilion 
in the countryside and the comiieti- 
tive strength of specifii stnull-siale 
units. They recommend ^liidy of 
such industry lines as have proven 
rural markets and scope for di.sper- 
sed development. They also em¬ 
phasise the need for a shift oi the 


emphasis from “ia^qiliy. 
to “plan atmlysie” within the over¬ 
all “industry setting”, ediing for 
“accurate and informed judgment 
on closely enmeshed technical and 
economic factors, including produc¬ 
tion requirements, minimum or al¬ 
ternative sizes of plant, locational 
advantages and disadvantages, raw 
material problems, competitive 
costs, and local distribution factors”. 

There is also a forceful plea for 
a “balanced” research programme, 
consisting of development-orien¬ 
ted industry studies, dovetailed to 
area development at various levels, 
.small factory economic guides, re¬ 
gional reports on important local 
industries, comparative studies of 
large vs small-scate development 
for individual industries, area iheve- 
lopment surveys ainsisting of “divi¬ 
sional" or mnlti-dislnct surveys and 
district suiveys, substantive studies 
on common small industry develoji- 
ment problems on various current 
and long-range topics and market 
Studies including Manufacturers' 
Distribution Aid .Surveys, Regional 
Industry Market Studies. Indnstiy 
Marketing Aid Studies and research 
and counselling for distriburors 




Foreign Exchange 

Syndicate Bank with its network of more than 
187 Branches is ready to look after your Foreign 
Exchange Business requirements, such as:- 

Negotiation and Collection of Bills and Cheques 
^ Issuing Letters of Credit 
^ Remittance to Foreign Countries 

Advice on Export & Import Business, Exchange Control etc. 

Leave your worries in our experienced hands ! 

SYNDICATE BANK 

The Canara Industrial & Banking Syndicate, Limited 

Udipi, South Kanara. 







Indastrial Trace in the Emergency 

Its Workhig in Rajastkan 

Pradeep Kumar 

Represeatatives of employers and workers meeting tn Jaipur, tn November 1962 agreed on an indus¬ 
trial truce JB the State while the emergency created by the Chinese agresnon lasted. One of the reaolutioan 
adopted by the conference called upon workers not to strike work or go slm’ and upon employers not to re¬ 
sort to lock-outs or retrench workers. 

This resolution came to be known as. the Industrial Truce Resolution. It wa.s drafted on the pat¬ 
tern of the resolution adopted earlier by the all-India conference of workers and employers in New D^ki. 

The Rajasthan CovernmeiU’s labour Department hat now issued a press note reviewing the working 
of the indu^rial truce during the period November 1962 to June 196;> Though the note claims that '*on 
the whole the Industrial Truce Resolution has workedwelT'. an examination of some of the fael.t reveal^ in 
the note leads to exactly the opposite conclusion. 


the Industrial Truce Resolution 
stressed the need for maximum 
recourse to negotiation and arbit¬ 
ration lor settlement of industrial 
disputes and suggested that: 

(a) the grievance machinery in 
industrial undertakings should h^ 
made more effective; 

(b) joint councils should be 
formed or the scope of works com¬ 
mittees should be enlarged to at¬ 
tend to labour problems; 

(c) labour unions affiliated to 
central labour organisations should 
form small committees to exercise 
control and restraint on their cons¬ 
tituent units in the matter of main¬ 
tenance of peace and avoidance of 
strikes, etc; 

(d) employers should give ad¬ 
vance notice of one month of in¬ 
dustrial situations likely to result in 
stoppage of work or retrenchment 
of workmen, within which time at¬ 
tempts should be made to resolve 
the dispute by conciliation or ar¬ 
bitration; 

(e) efforts should be made to 
settle all industrial disputes first at 
the level of the undertaking by 
negotiations between employers and 
labour organisations within a period 
of seven days; failing this, the dis¬ 
pute should be reported to the Gov¬ 
ernment’s conciliation maohinery; 

(f) the official conciliation autho¬ 
rity should attempt to settle such 
disputes within 14 days and report 
results to the Government soon 
after; and, 

(g) the disputant parties should 
agree before the conciliation officer 
to refer disputed matters for arbit¬ 
ration, except matters involving 
creation of new rights having wide 


repercussions or involving a large 
financial stake, and the arbitrator 
should give his award as earijr as 
possible and in any case within a 
period of three months; failing this, 
the dispute should be referred for 
adjudication by a joint application. 

The Conference also suggested 
that the Government should request 
the Tribunal to conclude adjudica¬ 
tion proceedings within a certain 
time limit. It called upon employ¬ 
ers and workers not to file writ 
petitions against the award of the 
adjudicator except in cases involv¬ 
ing creation of new rights or having 
‘ulistantial financial implications. 
It was decided further that the Stand, 
mg Labour Committee, constituted 
m October 1960, should meet fre¬ 
quently to review the implementa¬ 
tion of the Industrial Truce Reso¬ 
lution. 

Unfounded Claim 

The State Government’s Labour 
Department has now issued a note 
reviewing the working of the Indus¬ 
trial Truce Resolution during the 
period November 1962 to June 
1963. The Note .shows clearly that 
the working of the Resolution has 
been anything but satisfactory. The 
author of this article visited the 
main centres of textile industry and 
found that there has been no ap¬ 
preciable change in the industrial 
climate towards harmony and a 
greater desire to settle issues by 
negotiations. Although the State 
Government’s note haih manage¬ 
ment and unions who exercised ‘res¬ 
traint in a number of cases’ and 
took positive steps to promote co¬ 
operation, there is no definite indi¬ 
cation of the success of the indus¬ 
trial truce except that the number 


of man-days lost through strikes and 
lockouts was appreciably tower in 
this period. The number of man- 
days lost was only 1,311 during 
November 1962 to June 1963, 
against 8,650 during January-Octo- 
ber 1962. 

The resolution provided for the 
formation of small committees by 
labour unions afliliatcd to central 
labour organisations. No such com¬ 
mittee has lieen formed till this 
day. The bitter rivalry among 
unions, the charasteristic of the 
Indian trade union movement, con- 
liues unabated. It is alleged by the 
leaders of AlTur and HMS that 
the national emergency has been 
used to suppress the.se unions and 
to boost the iNTUC. Out of % in¬ 
dustrial undertakings employing 
more than 100 workers, only 31 
have set up production committees; 
many of even tliese 31 have just 
turned their works committees into 
production committees. Even where 
they exist, these committees remain 
on paper In the textile industry, 
out of the seven undertakings that 
the author visited where production 
committees had been set up, in only 
one was the committee working 
satisfactorily. Out of the remaining 
six, in five the committees had not 
met and in one tliough it had mot 
thrice during the last eig^t months 
no decisions had been taken. Work¬ 
ers, though full of enthusiasm to 
raise production, are not acquaint¬ 
ed with the techniques of produc¬ 
tion planning and employers hesi¬ 
tate to explain production techniques 
to workers’ representatives. 

During the period under review, 
according to the official note, as 
many as 344 workers were retrMich- 
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I $ iindeatakiiigs. “In addition 
' to twae, a nuinber <rf workere wore 
retrottcbod in the Pwo and Irri¬ 
gation Departments of the State 
’oiie fh closure of some works during 
, emergency”. 

Employer* Reject Arbitration 

tTte Resolution required that there 
should be maximum recourse to 
voluntary arbitration. It has also 
been Ikid down that all complaint* 
" pertaining to discharge of workers, 
victimisation and retrenchment, 

' which cannot be settled mutually, 
should be settled through arbitra¬ 
tion. The note says; “The experi¬ 
ence in this direction has not been 
good. Most of the employers have 
not agreed to voluntary arbitration. 
In 11 cases the employers did not 
agree for arbitration Only in one 
case the management agreed for 
arbitration during this period. No 
.specific reasons were given by the 
management for refusing arbitra¬ 
tion”. 

Regarding dismissal and discharge 
of workerA the note reports seven 
cases in which a number of work¬ 
ers were dismissed and diacliarged 
and arbitration was refused by the 
■ employers. One of these cases was 
reported in the Rajasthan State 
Roadways, a public sectoi under¬ 
taking The note concludes that “On 
the whole the Industnal Truce Re¬ 
solution has worked well. On the 
side of the workers there lias been 
commendable restVaint though the 
employers in some cases have not 
shown the same spirit”. 


.U is pomlcd''oot tfeirt out of the 
,106 cases pending befeU’e tho con¬ 
ciliation authority on November 1, 
1962, 102 cases were settled either 
by tnutual negotiation or by the in¬ 
tervention of conciliation officers. 
This does not, however, necessarily 
reflect the desire of employers and 
workers to settle disputes without 
taking recourse to the expensive and 
delaying adjudication machinery. 
Out of the 64 cases that Were pend¬ 
ing before the industrial tribunal 
and the labour court only in 10 
cases did the parties yield to the 
persuasion of the Government to 
agree to out-of-cotirt settlement. And 
this when the Tribunal and the 
Court did not exist during this 
period due to the refusal of the 
judge to accept the appointment. 

Why the Trace Failed 

The Government’* note lists the 
following difficulties in the imple¬ 
mentation of the Industrial Truce 
Kesaiulioii: 

(1) Employers do not agree to 
arbitration even m relatively minor 
tascs of discharge and suspension of 
workmen This hSs created a feel¬ 
ing of discontentment among the 
workers, liecause court procedures 
are costly and usually take a long 
time. 

(2) There have lieen a number 
of cases of discharge and dismissal 
of workmen by the employers on 
minor matters which is against the 
spirit of the Industrial Truce Reso¬ 
lution, 

(3) Where there is more than 
one union in an industry, the re- 


preaei^Usm tifvlW tlUlaaiat 
do not in the wWMl^ pi 

the emergency productmn 6oimtait- 
tees. , 

(4) Though a large aun^ier pf 
emergency production committees 
have been formed in the State, tar¬ 
gets of production and other ^tis- 
tics are usually not discloaed by 
the employers so that workers do 
not know how much productiPn or 
productivity has increased. 

(5) Public sector undertakings in , 
the State have not been cooperat¬ 
ing in forming production cximmit- 
tees. 

Conflict over Cooperatives 

(6) Workers have not been en¬ 
thusiastic about setting up coope¬ 
rative stores. The reason is that 
where there is rivalry among work¬ 
ers, it is not possible to have one 
coirimon store for all the workers 
of the factory, while the Coopera¬ 
tive Department insists th^t there 
should be only one cooperative 
store for each unit, 

(7) Employers are not prepared 
to give loan and subsidy to the co¬ 
operative stores as envisaged in die 
model scheme. 

(8) There have been instances of 
breach of the Truce Resolution even 
by INTUC unions. 

(9) The collection of money for 
the National Defence Fund from 
the workers has slowed down. The 
AiTDt; unions particularly are op¬ 
posing deduction from wages. They 
are also opposing the working of 
additional shifts or working of fac 
tones on Sundays, etc 


freedom is in ^tilt defend it with all your might ■—jawohvtai iiahra 


DEFENCE OF THE COUNTRY 
NEEDS CONTINUOUS EFFORT 

The eirtarnsl danger that fact* us li 
not of today only. It may last for a 
consMorablt tim*. So the nation 
will always hava to be on Its guard. 

Thar* can be no complaconcy, no 
slackening of offort to stron g ttion 
defence In every way. r 

WORK' RESOLUTELY m 
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All Altmtiive Apiffwch 

A G Majuiadvr 

In spite of the' frequent critieiam aj the ‘ estimates of national income prepared by the Central Stalis- ‘ 

Ucat Organisation^'tee are still very much dependent on the CSO for any data on national inoome, *■ .* 

' * 1 ^ 
The estimaies presented in the CSO‘s ‘white papers' are broadly based on the cowepts, methodolo^ 
and source materials used by the Notumal Income Comtnittee. However, since the publication of the Fined 
Report of the NIC ift 1954, there has been much improvement £|| ^the ovailabilUy of primary stsuistical 
m^enal which hgs made nsany of the assumptions of the NIC utUembie. 

In fact, the present sector-wise estimates of national iticome do not provide reliable measures of out- ' 
putt artd this is particularly true of animal husbandry, forestry, fishery, faOory establishmesUs, small enter- . 
prises, other commerce and transport, professions and, liberal arts, domestic services and house propertp. 

An attempt has been made below to present an altetnative estimate of the small enterpr^s sector s 
contribution to national income. 


YHE coverage t>f the small enter¬ 
prises sector, for the present 
purpose, has been taken to he the 
same as adopted by CSO for their 
ad hoc publication “National In¬ 
come Statistics : Proposals for a 
Revised Series of National Income 
Estimates for 1955-56 to 1959-60*’. 
hi other words, it includes all manu¬ 
facturing establishments not cover¬ 
ed by the Factories Act, 1948. 

In case of the small enterprise# 
sector, apart from the ‘white paper’, 
two other sets of estimates of iialio- 
nal income for the period 1955-56 
to 1959-60 are available The first 
of these two sets was prepared by 
the CSO a few years ago and pub¬ 
lished in NIS whereas the other se¬ 
nes was prepared jointly by P N 
Dhar and S Sivasubramanian {The 
Eoonomu Weekly, Specutl Number, 
July l%2) Both Dhar and Siva- 
subrartianian and the CSO have 
adopted a combination of “product 
approach’" and “income-approach 
for estimating the net contribution 
of the small enterprises sector to 
national income. Net value added 
per engaged person was estimated 
first and then it was multiplied by 
the working force (ie, the number 
of persons engaged) In order to 
estimate the net value added per 
engaged person. Dhar and Sivasu¬ 
bramanian have used practically the 
same methodology and sourra 
materials as used by the CSO in 
their NIS. For estimating the W(^lf>- 
mg force, however, Dhar and ^Siva- 
subramunian have used the Spe¬ 
cial employment data collected dm- 
ing the 9th round (May-Nov, 1955) 
of (he National Sample Survey 


(NSS)’’* whereas CSO’s estimate of 
working force was based on (1) 
economic data of the 1951 popula¬ 
tion census and (2) data relating 
to additional employment generated 
during the first and second Five- 
Year Plans as provided by the 
Planning Commission. 

Non-comparable EsUmaiett 

In estimating the net value add¬ 
ed per engaged person Dhar atid 
Sivasubramanian, like the CSO, 
have collected statistics relating to 
value added, number of persons 
engaged, gross output etc. from vari¬ 
ous studies on small industries spon¬ 
sored by the Research Programmes 
Committee of the Planning Commis¬ 
sion, State Statistical Bureaus, 
Development Commission for Small- 
Scale Industries and the annual re¬ 
ports of the National Small Indus¬ 
tries Corporation. The main defect 
of this procedure lies in the fact 
that most of the surveys are ‘local' 
in nature and the definitions of 
small industries vary from one re- 
fiort to another. Dhar and Siva- 
subramanian themselves admitted 
that “unfortunately the definitions 
and methods of measurement used 
are not identical in all these re¬ 
ports" The estimates of value add¬ 
ed per engaged person as prepaied 
by the CSO also suffer from defects 
of the same nature Curiously 
enough, the data relating to output, 

• A special tabulation of the afoie. 
said NSS data was done originally 
for H F Lydal! for a study the re- 
' suite Of which are published in 
" Role of Small JEnierprivee' in 
Indian ^bnoroic DeyiPlopacnt''’. 


value added etc, pertaining to small 
enterprises sector as collected during 
various rounds of NSS and given in 
Report Nos 19, 51, 52 were comple¬ 
tely rejected by both CSO and Dhar 
and Sivasubramanian on the ground . 
that the NSS definition of small 
enterprises does not strictly'conform 
to that adopted by tliem. 

As a complete census of small 
industries (similar to the Amiual' 
Survey of Industries ip case of latj^ 
industries) is rather impossible, the 
estimates for small enterprises have 
to be prepared from the data collec¬ 
ted through properly designed sam¬ 
ple surveys. In spite of its many 
limitations, the NSS is the only 
source which .gives valid estimates 
for the whole small industries sec¬ 
tor. It may be mentioned here that 
in estimating the net output of the 
agriculture sector, the data in res¬ 
pect of several Input items given 
in various reports relating to ‘Stu¬ 
dies ill the Economics of Farm 
Management’ have been rejected by 
the CSO in their NIS One of the 
reasons given by the CSO for re¬ 
jecting the Farm Management data 
IS that as they relate to “tw6 conti¬ 
guous districts, the estimates based 
on them may not be truly represen¬ 
tative of the State”. Whereas in 
the agriculture sector the data which 
are local in nature have been re¬ 
jected, they have been preferred to 
NSS data in case of small enterpri¬ 
ses sector in spite of the fact that 
other reports suffer as much from 
tile defect of “definitational non- 
coinparabilit^’ as the NSS. 
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Strong and brilliant in surface finish, our E. R. W. Tubes make 
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In tfae |»«9ent pvptt, oaitrilmtioii 
of mall enterprises sector has been 
estimated by ad(q)ting a combination 
of the “pr^uct approach” and the 
“income approach”. For the pur¬ 
pose of estimation, the small enter¬ 
prises sector has been divided into 
two sub-sectors, viz, (i) household 
industries, and (ii) non-household 
small-scale manufacture Net value 
added by household industries and 
non-household smali-scale manufac¬ 
ture has been estimated separately 
and then the sub-sectoral estimates 
added together to give an estimate 
of the net output of the small enter¬ 
prises sector. 

In the 14th round refenng to the 
period July 1958 to June 1959, the 
NSS has collected data on small- 
scale manufacture and handicrafts 
from unregistered households esta¬ 
blishments, the results of which are 
available m NSS reports The geo¬ 
graphical coverage of the 14th round 
was the whole of tlie Indian Union 
excluding NEFA, Ladakh and the 
lsland.s of Andaman, Nicobar. 
Amindivi, Laccadive and Minicoy 
The results given in the report per¬ 
tain to all unregistered household 
manufacturing establishments Un¬ 
like earlier rounds, in the Mill 
round “the nmall scale products 
produced by the sample household 
which was consumed by the sample 
household itself was taken i.''to 
consideration”. Government agencies, 
joint slock companies, co-operatives 
and other non-household enterprises 
engaged in smali-scale manufacture 
were excluded from the survey 

Value Added by Household Induatry 

Statewiae estimates of (1) total 
number of households (2) total 
number of persons engaged (3) 
total number of household persons 
(4) per household value of output 
(51 per household value of input 
and (6) per household value add¬ 
ed are available in the report sepa¬ 
rately for rural and urban areas 
Utilising the above information, 
value added pier pierson engaged in 
household manufacture for the 
combined rural and ui4ian areas of 
different Stales has been estimated 
for 1958-59 and then brought up to 
1960-61 with the help of an index 
of wages of rural skilled workers 
in the different States, specially con¬ 
structed for the purpose. The value 


odtlecf per eagaf8d'''paca(i^ .th(» 
estiiBated, ia th^ swl^lied by the 
number of workers engaged in 
household industries (as given in 
Census Paper No 1, 19M) to arrive 
at the Statewise estimates of net 
output fi;oin hooMhold manufactur¬ 
ing industries. It may be mentioned 
here that the figures given in Cen¬ 
sus Paper No 1, refer to 

March 1. 1961; for the pieaenit esti¬ 
mate, the nombtyr of workers as 
given by. the population Census 
(1961) has been assumed to repre¬ 
sent the year 1960-61, Net contribu¬ 
tion of household industries to 
national income is then found by 
totalling the net output of indivi¬ 
dual Stales as Rs 397 crores. Detail* 
are given in Table 1. 

Munufactming other than Household 
Industry 

1(1 addition to the number of 
worker.^ engaged in household in¬ 
dustry, Census Paper No 1, 1962, 
also gives the number of workers 
engaged in' manufacturing other 
than household industry. From the 
Indian Labour Year Book (1961) 
and the Annual Survey of Indus¬ 
tries, 1959 and 1960 (ASI), the 
number of persons engaged in large 
scale manufacturing industries for 
different States have been estimat¬ 
ed It may be noted here that the 
number of piersons engaued in large 


tfCoie .m tp i i l ac tW iiBg' . 

slightly hufw th«o the ounher of 
persona oomixig under the purview 
of the FaOorws Act, 1948. In the 
ASf (centna portion), data minting 
to (1) numlm of persons coming 
under the purview of the Factories 
Act, 1946 and (2) total number of 
persons engaged m large scale 
manufacturing industry for the re- 

f orting establishments are availahJe. 

rom the total number of workers 
engaged in manufacturing other than 
household industry as given by Cen¬ 
sus (1961), number of persons en¬ 
gaged in large-scale manufacturing 
induatry has been deducted to ar¬ 
rive at an estimate of number of 
persons engaged in non-household 
small-scale manufacture for differ¬ 
ent States, 

In order to estimate the vaiiie 
added per person engaged in non¬ 
household small scale manufactuie, 
a slightly indirect method has been 
adopted. With the promulgation of 
Collection of Statistics f Central I 
Rules, in 1959, the collecticm of data 
relating to industrial statistics from 
1959 onwards is being conducted 
through a comprehensive Annual 
Survey of Industries (ASI). The 
coverage of ASI extends to ail fac¬ 
tories coming under the purview of 
the factories Act, 1948. In order 
to make it operationally successful, 


Table 1 : Eitimste* of Income from Household Induatry for 196IMil 


States 

at Current Prices 


Employment in 
Household 
Industry 
(nD»T 

Value Added 
Per Person 
in Household 
Industry 
(Rs) 

Value Added 
(RslaUia) 
col (2)x 
col (3) 

__ 

(2V 

. - (3L. . 


1 Andhra Pradesh 

181S1S4 

175 

3176.52 

2 Assam 

280353 

385 

1079L36 

3 Bihar 

1057900 

246 

2623.59 

4 Maharashtra 

832169 

607 

5031.27 

3 Orissa 

530809 

210 

1114.70 

6 Punjab 

540849 

970 

5246.24 

7 Madhya Pradesh 

841395 

303 

2549 43 

8 Madras 

1206812 

198 

2389.49 

1 Uttar Pradesh 

1801746 

257 

4630.49 

lO West Bengal 

487311 

720 

3508.64 

11 Kerala 

488562 

175 

854-98 

12 Mysoce 

708710 

229 

1622.95 

13 Rajasthan 

598182 

172 

1028.87 

14 Gujarat 

555606 

612 

3400.31 

IS Delhi 

16710 

1025 

171.28 

16 Himachal Pradedi 

44849 

1025 

459.70 

17 Tripura 

25153 

395 

99.35 

18 J & K 

95628 

358 

342.35 

19 Others t 

102815 

330 

339.29 

Total 

12030713 


39688-81 


t Includes Laccadive, Minicoy, Amindiv, Andaman and Nicobar lalanda, Manipur. 
Dadra-Nagar Harchi, NEFA, Nagaland and Pondicherry Estimates of v^ue 
added is based on value added per person derived from all States other than 

' other State*' 
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^^ji^'fMMte. ^Tlie ‘Si»ntpi« pa^ vo^ 
v«iii.,c<)ni{)aBiUively MiittlW mtortes. 
Inr {act. it inclucwi only those lac- 
torjes 't^hich ' employ nioie than 9 
wioiki«» bpj lew. ^an 50 wotfcem 
i| 0 in|( power or moro than 19 work* 
t*rs . W l«M than lOO workers not 
using power. From U»e‘ results of the 
itample part of ASI, 1960 it has been 
poeuble to estimate the value add¬ 
ed*' per' person engaged for differ¬ 
ent States for 1960. It is expected 
that the value added per person en-_ 
gaged- in non-household small-scale 
manufacture will hf higher than the 
corre^)onding estimate of household 
industries but will be lower than 
the value added per person engaged 
m smaller factories covered by the 
sample part of ASI. _ 

Thereiore it has been assumed 
that a simple average of value ad¬ 
ded per person pertaining to facto¬ 
ries covered by sample paul of ASI 
and household industries will repre- 
!*ent the value added per person en¬ 
gaged in non-household small-scale 
manufacture The value added per 
person engaged thus estimated is 
multiplied by the number of persons 
engaged in non-household small- 
scale manufacture to get Statewise 
estiipates of net output of non-house¬ 
hold small-scale manufacture. Add¬ 
ing the Stale estimate, the national 
total is arrived at (aee Table 2). 

The contribution of small enter¬ 
prises sector to national income is 
faken as the sum of (1) net output 
of household industries and (2) net 
output of non-household small-scale 
manufacture, Thus, in 1960-61, the 
total contribution of small enterpri¬ 
ses Sector national income is esti¬ 
mated at Rs 863 crores at current 
prices (see Table 3). 

Comparison of Different Estimates 

It is perhgps worthwhile to pUee 
the present estunatc against simi¬ 
lar estimates ' prepared . respective¬ 
ly by Dhar and Sivasubramanian 
and the CSO and examine Us mag¬ 
nitude. The following table gives 
the prWent estimate of net output of 
‘-itiall epterprises sector along with 

•'Net of d^iieciation. Deprteialton has 

been esiimi^ at the Same rate as 

^ part of ASI. 










le, 




UtpM «f'!'CSQ' 'INu0r'«9j( Svtgs 

ahbtanMfiwnt 


f ' i'* * '1, .' p I ' \t " ' * ‘ ^" I 

■ ''M 'tUperaiM W'' W' 

present’ estimate is, not tiie 'as. ■ 
others, it la necewary to wake ioRW 
adjustitieiits in the other estinmlns - 
,in order \o make them, oompsrahbv 
As has been'idready atat^, both €90 
and Dhar and Shrasubramasiian ^ye 
prepared the estimates df net out¬ 
put kt' current prices for the period, 
1955-^ to 1959-60. Fnun these data, 
the average rate of it^ease per an- 

I , « ' 

TaUe 9: Inmates of IneetsMi'from 'Smaller' MannfaeMrinc ’lOihMlrg Ex-, 
elndinf Faetories and Ho ns e h oM Indnslry for t9^9dil at Cnrrent Priew 


Souroe 

Year,of Nat 
Referenee. Output 
(As srensSj 

CSO's eaibnate 

T- --- 


as given In NIS 

I9S940 

786 

Dhar and Siva- 
subzamanian’s 
efdnule 

t95»«0 

1044 

The prceest 
estimate 

1960-61 

863 




States 


(1) 



1 Andhra Predesh 

2 Assam 

3 Bihar 

4 Maharashtra 

5 Orissa 

6 Punjab . 

7 Madhya Pradesh 
a hydras 

9 Ulur Pradesh 

10 W«t Bengal 
] 1 Kerala 

12 Mysore 

13 Rajasthan 

14 Gujarat 

15 Delhi 

16 Himachal Pradesh 

17 Tripura 

18 J & K 

19 Others t 
Total 


(2) 

(a)~' 

(4) 

(5) 

(6) 

475675 

229354 

246321 

566 

1394.18 

103624 

88549 

15085 

1309 

227.6? 

2451.40 

6046.89' 

425896 

199334 

226562 ■ 

1062 

1304335 

805417 

498918 

1212 

86197 

34J22 

32075 

834 

434.31 

354058 

134342 

219716 

1840 

4042.77 ^ 

336845 

165539 

17IS06 

733 

1255.67 

848302 

328610 

519692 

1068 

5550,31 , 

.800835 

340935 

459900 

1007 

4631.19 

1319160 

746954 

572206 

1386 

7930.78 

529472 

170440 

359032 

1094 

3927.81 

421880 

176362 

245518 

1186 

2911.84 , 

172025 

61549 

U0476 

706 

779.96 

536159 

360673 

175486 

1548 

271652 

170324 

72783 

97541 

1840 

1794.75, 

6735 

2444 

4291 

17?1 , 

76.85 

10839 

2108 

8731 

604 

52.74. 

33453 

10857 

22596 

841 

190'03 ' 

20722 

7956546 

1204 

3931576 

19318 

4024970 

1159 

226.2) , 
46641,84 


Table Si Estimates of National Income 

at Current 

'Value AdM 
in h h Industry 

Stales 


from Small Enterprises fed 1960^61 
Prices {Rt lakhs) 

Total Value ■ 
Added in 
Small Scale' 
InduiUies 
.cor(2)'-i- 
erf(S) 


Value Added in 
Smaller Manu¬ 
facturing 
Industries 


(1) • 

(2)' 

(3) s 

(4) 

1 Andhra Pradesh 

3177 

1394 

4571 

2 Assam 

1079 

228 

1307 

3 Bihar 

2624 

2451 

5075 

4 Maharashtra 

5051 

6047 

11098 

3 Oriwi 

1115 

434 

1549 

6 Punjab 

5246 

4043 

9289 

7 Madhya Pradesh 

2549 

1256 

3825 

8 Madras 

2389 

5550 

7939 

9 Uttar Pradesh 

4630 

4631 

9261 

10 • West Bengal 

3509 

7931 

11440 . 

It Kenla 

855 

3928 

4783 

12 Mysore 

1623 

2912 

4535 

13 'Rajasthan 

1029 

780 

1809 

14 Gujarat 

3400 

2717 

6117 

15 D^i 

171 

1795 

1966 

16 Himachal Pradesh 

460 

77 

537 

17 Tripura 

99 

33 

152 - 

18 J ft K 

342 

190 

532 

19 Others t ' 

339 

226 

565 

Total 

- ‘ . 

S96S7 

46643 

86830 


.t Please see foot note to table 1. 
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T«M» 4> Vafaie Added V*» Perm and SHm «f Waridug Pone 


Source 

CSSO’e eetunete ae given m NIS 
Dhar>SivMubnunanian estimate 
The present estimate 


Year of 
reference 

1935-56 

1935-56 

1960-61 


Estimate 
of working 
force (*000) 

ri 237 

12619 

16056 


Value added 
per pawn 

565 

625 

538 


num has been derived for both the 
series separately. These rates are 
then applied to the corresponding 
estimate of net output for 1959-60 
to get rough estimates of net output 
for both the series for 1960-61. The 
net outputs thus estimated are Rs 
824 and Rs 1108 crores for CSO and 
Dhar and Sivasubramanian, respe¬ 
ctively. 

It may be observed from the 
above sets of figures that the proje,- 
rted CSO estimate for 1960-61 is 
not much different from the present 
estimate, whereas Dhar and Siva- 
subramaniuTi's estimate of Rs 1108 
crores is far higher. Due to the ab¬ 
sence of separate figures of value 
added per person for bo'h th<‘ CSO 
an.I Dhar-Siva.subramanian senes for 
years other than 1955-56. it is not 
possible to locate exactly the origin 
of differences. However, a not-too 
exact idea can be formed with the 
help of 1955-.56 data Table 4 shows 
the value added per person and 
working force separately for all 
the three sets of estimates. It will 
be seen that both in case of working 
forte and value added pier person, 
considerable differences exist bft- 
ween the present estimate and other 
estimates In case of working force, 
the differences can be explained, to 
some extent, by the fact that during 
the last decade there has been a tre¬ 
mendous increase in population and 
it is quite likely that a substantial 
portion of the new entrants to the 
labour forcis u» absorbed in house¬ 
hold industries. 

It has already been piointed out 
that both CSO and Dhar-Sivasu- 
bramanian have used results of sur¬ 
veys which are local in nature to 
arrive at the estimate of value ad¬ 
ded jjcr person at the national level 
and, therefore, it is no wonder thal 
their estimates differ so much from 
the present estimate. It is a well- 
known fact ibat value added per 
person varies widely from region 
to region and therefore different 
estimates of value added per per¬ 
son at the All-India level can bt 
found by using different sets of 
weights. Whereas the weights used 
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in the present estimate are based 
on a scientifically planned sample 
survey, those used by both CSO and 
Dhar and Sivasubramanian for 
combining the value added per per¬ 


son oinained fnmi vnrhm locatl 
reporte were more or leas art>ltj‘ary. 

It is hoped that research work* 
ers on national income will give 
more weight to the data collected 
through scientifically planned and 
properly designed sample survey 
like NSS and the various Saving 
Surveys conducted by the National 
Council of Applied Economic Re¬ 
search for estimation of sectoral in¬ 
comes. 
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JLRVH- M. Oattagu[!>U’» cn'ficiun 
(‘August 24, 19^) of my arti¬ 
cle (July 0, 1963) is misdirected 
partly twcause the problem he is 
concen)ed with is different and 
partly because he misinterprets my 
analysis, 

The Problem 

(1) While I was mainly thinking 
of inter-regional transfer of a typi¬ 
cal labourer Who spends his boy¬ 
hood ih a lagged region, the pro¬ 
ductive period of his life in a grow¬ 
ing region and retires to his source 
of origin when he grows old. What 
Dattagupta seems to have in mind 
is the once for all migration of a 
labour family from the lagged re¬ 
gion to a growing region. Tins is 
clear from the opening paragraph 
of his ‘comment’ and his subsequent 
enumeration of the gams of the 
lagged region. Only when he comes 
to the ‘possible’ losses, is he alive 
to the, two-way mobility of laliour 

(2) While 1 mainly addressed 
myself to the problem whether such 
inter-regional transfer of labour 
helps or retaids growth of the lag¬ 
ged region and tried to throw some 
doubts on the generally accepted 
proposition, Dattagupta makes a 
static analysis of the gains and 
losses of the growing region and 
the lagged region In preparing the 
balance sheets, he does me the 
honour of incorporating certain 
points suggested by my analysis but 
his balance-shefts are, by no means, 
exhaustive particularly since he also 
allows for Jthe non-economic effect^ 
(e g his credit item no 3 for the 
lagged region) Besides hi'^ credit 
item- no 1 (he makes a specific cri¬ 
ticism of my analysis for not allow¬ 
ing for it) seems to imply that if 
the prevailing capital-labour ratio 
is non-optimal because of less capi¬ 
tal per unit ■of labour it can be 
corrected by retrenching more 
labour and changing the ratio. From 
the point of yiew of the growth of 
the lagged region, there is an im¬ 
portant .'distinction between chang¬ 
ing the ratio by (i) investing, more 


capital and (ii) wtrencliang more 
labour, for -latter method does 
:nOt necessarily help growth unless 
the margin^ productivity of laboitt: 
.is negative. On the other hand it 
may retard growth, since retrenching 
of labour would be followed bv a 
reduction in total output. 

Acsum|iti«Mns 

(3) I confined >ny analysis strict¬ 
ly , to the inter-regional export and 
import of unskilled labour and did 
not ajiow for compensatory move¬ 
ment of other real resources like 
capital. The basis of such a simpli¬ 
fication is that the capital rescnirres 
have an inherent tendency to be 
attracted to the growing regions and 
even a large part of such resources 
generated in the lagged regions 
finds its way to the growing points. 
More about this later 

(4) While I have considered it 
highly probable that a largo jKirtion 
of money income transmitted to the 
lagged region would be -spent on 
locally produced goods, Dattagupta 
brings in ‘the demonstration effect’ 
to doubt this possibility. Ultinmlely, 
this is a question of fact and not 
of logic. But such sociological fac¬ 
tors like the joint-family system, 
caste and group loyalties, the ten¬ 
dency of the cranparativiely large 
number of non-earning dependent to 
cluster around the more prosperous 
rural families, social prestige being 
more ‘dependent’ on ownership of 
land rathei' than on consumption 
habits and maritial ties being pri¬ 
marily determined by daste and sub¬ 
caste groupings rather than income- 
groupings — in short, group-cen¬ 
tred motivations rather than ego- 
centred motivations — may well 
explain w'by purchasing power 
generated in these regions remains 
unrequited. This is a fact a.s well 
as a hypothesis which underlies the 
policy, suggested by many leading 
economists, of directing deficit-fi¬ 
nanced public investment .projects 
ti) die rural sectors. With my limi¬ 
ted knowledge of the Intrictite socio¬ 
logical and institutional cbaracicrls- 


tics of the lagged regions of Itwiii 
and other underdeveloped countries^ 

1 besitate to delve into the realm 
of. sockddgy and cultural aiitbropo- 
logy. But I think it k more or leae 
safe to araume fhat uhless’ these 
sccioiogiral institutions decay too 
rapidly, the demonstration effect fit 
urban consumption pattern is not 
going to be as strong in the logged 
regions as suggested by Dattaguj^. ' 
Some MisrepresentaikMis 

(5) While I tried tO show that 

the transfer of purchasing 

power (i e, a command over real 
resources) does not n«esaarily in¬ 
crease the scope of productive- in* 
vestment under the peculiar circum¬ 
stances that exist in the lagged 
regions without bidding up the pri¬ 
ces of scarce resources, I have n*' 
quarrel with the proposition that the, 
trickling down of economic progress 
of the growing regions in the tomi 
of relieving the pressure of a , 
tion of superfluous labour on land 
and other scarce resources does in-, 
crease the scope for such investment 
without inflationary implications. 
But the, question is not the ex^tenoe 
of investihle resources but why they 
are not so invested in the lagged 
regions. Set- in fhis connection 

(3). 

(6) 1 mentioned the possibility 
that a large number of migrated 
labourers may use their earhingS 
from the growing regions for pur¬ 
chasing land and since this would 
divorce ownership of land comple¬ 
tely from land management, agri¬ 
culture, especially preparatory til¬ 
lage and other operations needed in . 
the slack season might be neglected. 

It Is known, that the productivity 
curve of labour in the busy saasott 
would depend on the amount of 
labour input on land during the 
slack season. So far as leave diffi- 
culties. the lack of a regular chan¬ 
nel of timely information and tile 
fact that the seasonal peak is not-- 
fixed at a particular time during the 
year but varies with the early hr 
late arrival of monsoon, etc, create 
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’ ,. fUHi^ iBn«srt#ttil»y «b(»»t ihe timly 
anml ^ the )«tM>uring population 
from ihe growing regions to the 
lagged regions, farming operations 
would be less ambitious and less 
intensive than they would have 
been otherwise. I should also like 
to ask Dattagupta why industrial 
absenteeism sliarply increases dur¬ 
ing a particular period of the year 
if labourers go back to their home¬ 
lands only to maintain contact with 
the rural nexus. 

(7) It is with some diffidence that 
I come to the concluding paragraph 
of his ‘comment’ since 1 have not 
fully understood the exact relation¬ 
ship between the 'protectionist argu¬ 
ment’ and the old controversy over 
concentrated ver.sus dispersed growth. 
Does Dattagupta refer here to regi¬ 
onal dispersal of public (or private, 
so far as their location can be in¬ 
fluenced through incentives) invest¬ 
ment projects ? If so, does he pul 
any faith in such a programme ? 
Then, of course, the dichotomy bet¬ 
ween the growing region (which 
keeps growing) and the lagged re¬ 
gion (which Jags behind) w not 
very helpful. Or does he mean hy 
regional dispersal a deliberate poli¬ 
cy of switching surplus labour of 
the lagged region to the growing 
region irrespective of its absorptive 
capacity ? Then it is not regional 
dispersal of growth but regional 
dispersal of non-growth, for, by 
following such a policy (o the re¬ 
quired degree, both the lagged re¬ 
gion and the growing region can he 
depressed. I think it is his static 
framework of analysis and his pre¬ 
occupation with the gain-loss calcu¬ 
lus that ronlused the issues i"volvcd 
here. Besides, I have no knowledge 
of any policy-maker for whom such 
a deliberate policy of investing 
growing regions with surplus un¬ 
skilled labour is a settled iF.sue. 

Nuclear Power Cost Halved 
gRiTISH scientists have succeeded 
** in halving the cost of nuclear 
power generation over the past seven 
years, according to Professor John 
Baxter, chairman of Au.stralia’s 
Atomic Energy Commission. 

Professor Baxter forecast that 
within another three or four years 
the efficiency of nuclear power sta¬ 
tions would be so improved that 
countries witli limited power resour¬ 
ces would find it economical to 
build them. 
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TO HAVE 
^ A PRIVATE 
TREASURE-HOUSE 
FOR Rs. 12 
AVEAR 

Lock away your jewels, documents and 
other valuables in a safe treasure- 
house provided by Union Bank's safe 
deposit vaults. Lockers vary in size and 
are available from Rs. 12 a year on¬ 
wards. You have the key; nobody else 
can open it 1 


THE UNION BANK OF INDIA LTD. 

66/80 Apollo Street, Fort, Bombay 
Safe deposit vaults at: BOMBAY (Dalai Street, 
Bandra, Bhat Bazar, Bhiwandl, Bhuleshwar, 
Goregaon, Kalbadevi, Mulund, Peddar Road, Sion) 
AHMEDABATP (Gandhi Road) DELHI (Chandni 
ChowK, Connaught Place, Karol Baug) POONA 
(Camp) RAJKOT and VERAVAL 
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Dalai Street Turns Hesitant 
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jQALAIi STREET tried to pudi 
its way farther up last week 
but the going was not easy. The 
market met considerable resistance 
at higher levels but offerings dried 
up quickly as prices re^ed a 
little with the result that even the 
most popular speculative counters 
moved irregularly in a narrow 
range. Interest continued to be 
extremely selective with half a 
dosen counters accounting for the 
bulk of speculative business which 
is still too small to bring any cheer 
to the stockbroking community. 
Outside public interest continues to 
be extremely restricted. 

Official concern about the pro¬ 
longed stalemate in the capital 
market and jjersislent support from 
the Life Insurance Corporation 
from time to time have imparted a 
feeling of steadiness to the market 
but confidence to follow the rise is 
lacking which seems due mainly 
to the continuing political uncer¬ 
tainty. Inspired talks that Shri 
T T Krishnamachari would yield 
to the mounting pressure from the 
business community and from 
within the Congress Party for modi¬ 
fying the compulsory deposit 
scheme, gold control order and 
some of the fiscal measures in order 
to restore the confidence of the 
private sector had enlivened senti¬ 
ment on the stock market recently. 
But hopes of any major changes 
ill respect of compulsory deposit 
scheme, gold control and fiscal 
measures now appear to be gradu¬ 
ally receding. The Prime Minister 
has done well in discouraging 
hopes of any large-scale changes in 
the fiscal policy as a result of the 
exit of Shri Morarji Desai. Finan¬ 
cial policy, after all, is the respon¬ 
sibility of the Government collec¬ 
tively and not of any particular 
Finance Minister. 

T T K Comforts Market 

The stock market can certainly 
derive comfort from T T K’s anx¬ 
iety to stimulate economic growth 
but it has only itself to blame if 
it pitches up its expectations about 
tax relief very high. All that it 
can htqie lor is tlw rationalisation 


of the tax structure without in any 
way sacrificing much of the reve¬ 
nue so badly needed for defence 
and development. Big Business 
might feel a little uneasy because 
of the official move to strengthen 
the Gimpahy Law Administration 
in order to exercise a stricter con¬ 
trol over the financing and manage¬ 
ment of joint stock companies but 
not the investing community. With 
the Government anxious to bring 
about a revival in the capital mar¬ 
ket, equity prices might not register 
any important decline from the 
current level unless there is a 
further deterioration in India's re¬ 
lations with China and Pakistan, 
but the market will find it difficult 
to push its way and sustain the rise 
in face of the political uncertainty. 
The more so if the economic tempo 
does not pick up appreciably, and 
profitability of the corporate sector 
remains low According to a recent 
survey of The Economic Times 
on post-budget declaration of prO' 
fits and dividends, 202 companies 
out of the 490 companies included 
in the survey reduced the dividend 
rales and only 108 companies were 
able to step up their dividend. The 
pre-tax profit recorded an increase 
but the companies have had to 
make a substantially larger provi¬ 
sion for taxation. 

Cotton 

Prices Ease Further 
^ITH weather continuing to 
oblige, the cotton market last 
week developed further weakness 
which was more pronounced in 
ready than in futures. At its Wed¬ 
nesday’s closing of Rs 693.75, the 
March contract showed a net loss 
of Rs 11.25 per 3 quintals over the 
week whereas losses in ready 
ranged between Rs 15 and Rs 30 
per candy. Over the past (mic month 
Or so ready cotton prices have de¬ 
clined sharply by Rs 50 to Rs 150 
per candy, good quality C02 being 
the worst sufferer. The fall has 
come about without much activity, 
reflecting mainly the drastic change 
in market sentiment because of the 
large carryover and expectations of 
another good harvest. With the 


Thursday, Membill 

final eabmata of the 1962-43 crop 
revised to around 57.44 lakh balea, 
the carryover of Indian cotton ik 
now placed arpund 19.^ lakh 
bales — a record high for six years. 
The carryover of foreign cotton fa 
placed around 1.50 lakh bales. 
Another good harvest could bring 
about a basic change in the outloiw 
for cotton if imports are maintain¬ 
ed even at the normal 6 lakh to 
7 lakh bales. Cotton prices could 
decline farily close to the revised 
floor level and the fall in prices 
need not be viewed with ccuicero. 
In fact, the availability of cotton 
at cheap prices will help strengthen 
the competitive position of the 
Indian textile industry in interna¬ 
tional markets and obviate the need 
for an upward revision of cloth 
prices. 

Not only that. If cotton prices 
keep well below the ceiling, the 
authorities will find it extranely 
difficult not to concede the trade's 
demand for doing away with com¬ 
pulsory survey and the supervisory 
scheme which are Intended pri¬ 
marily to implement successfully 
the price control order. The Tex¬ 
tile Commissioner has assured the 
trade that he would review the 
supervisory scheme as well as 
compulsory survey system some 
time in October when a clear pic¬ 
ture emergee of the crop. Mean¬ 
while he has reduced the commis¬ 
sion for supervisory work to 3/16 
per cent of the final invoice value 
of cotton, from 1st September. It 
is to be hoped that the Textile 
Commissioner will not hesitate to 
abolish the supervisory scheme if 
the new crop turns out to be really 
good. Inquiries with the trade 
indicate that the area sown under 
cotton is about 5 per cent more 
than in 1962-63 which holds out 
the promise of a bigger crop pro¬ 
vided weather conditions remain 
favourable during the rest of the 
season. September is a critical 
month for cotton, more particularly 
the period from 25th September 
to 5th October. Weather condi¬ 
tions in die next few weeks will 
have a significant hearing on the 
crop outturn. One can only hope 
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;;4t*r best “ Besphe a. record cirop 
o| M>&ut 57.44 lakh I»le8 in 1962’ 
^ dS, production continues to be tat 
behind ibe Plan schedule, /^srt 
IfoRi ensuring Mipplies to the in- 
• dtoStiy At reasonable prices, a bum- 
. pw crop can help make a begin- 
niito towards the building' up a 
buffer tfotk to take care of lean 
yetrs. Rarely has the si'eatber been 
known to oblige for more than two 
aaccetoive years. 

Bengal Deshi prices which had 
been holding remarkably firm for 
a long while have developed a 
slightly easier tendency due to lack 
of any fresh export business. Over¬ 
seas buyers continue to keep off 
the Indian market in the hope of 
securing their supplies at cheaper 
rates. And it is not unlikely that 

E rices here will move further down 
efore any important export busi¬ 
ness can be put through. 

Oilseeds 

Subdued but Irregular 

^FTER a brief show of strength 
the oilseeds market developed 
a sagging tendency btit turned 
steadier again near the week-end 
and Wednesday's closing prices 
showed only fractional variations 
from the previous week-end levels. 
Groundnut and linseed were slight¬ 
ly down, castor were u little higher 
while cottonseed were virtually 
unchanged, Groundnut January 
which had eased from Rs 219 to 
Rs 215.75 were up again around 
Ra 218 Castor March eased from 
Rs 164 to Re 162.75 but recovered 
to Rs 165.12 before winding up 
the week at Rs 164.62. Linseed 
March .moved irregularly between 
Rs 37.31 and Bs 36.81 and cotton- 
■secd, January were neglected around 
Rs 96.50. Speculative interest 
continued to centre mostly around 
grUundnut but near the week-end 
caator also received considerable 
attention due to revival of overseas 
inquiries for castor oil. 

With offerings scarce and off¬ 
take satisfactory, spot groundnut 
and groundnut oil continue to dis¬ 
play a firm tendency. Buyers, how¬ 
ever, are no longer aggressive be¬ 
cause of the encouraging reports 
about^ttto new crop which will 
begin m ttobve into the market in 
quanti^ after about the middle of 
next month. The general market 
opinion is that if weather continues 
to oblige in coming weeks, the. new 
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M^'dnut cfcjp' wj^L he iabbut 2 
lakh to 3 lakh tons more thkii in 
die previous seauon. U groundnut 
futures have not register^ any 
significant decHnq despite prospects 
of a good harvest h is mainly be¬ 
cause of. the strength in the spot 
msterial amd persistent rumours 
alxHit liberalisation of the export 
incentive for cmde groundnut oil. 
The export trade is reported to 
have represented to the Govern¬ 
ment for increasing .the incentive 
for cmde oil from 60 to 70 per 
cent because at present export 
buuness is restricted to a few pro¬ 
minent manufacturers of vanaspati 
owing (D the larger incentive for 
refined groundnut oil. It ig doubt¬ 
ful whether the Government wjH 
accept the trade’s plea for a bigger 
incentive for crude oil but if it did 
it will have a significant bearing 
on the outlook for groundnut prices. 
The Government will be well ad¬ 
vised to encourage the export of 
linseed oil and castor oil instead 
of groundm^t oil by liberalising 
the incentives for these oils. The 
export potentialities of linseed oil 
have not been properly exploited. 
This is also partly true of castor 
oil. 

Inquiries with the export trade 
indicated that Spain was again in 
the market for refined groundnut 
oil though the business put through 
was not large. Indian shippers 
have refuted the charges made by 
importers in Spam about the infe¬ 
rior quality of groundnut oil sup- 


plied' tb' 1^. 

Intemational trade % 

look iafp' matter carefully wcai, 
use the epuntry can iR-amord to 
lose foreign customers'dqc tQ tijCk. 
of observation of quality standards. ■ 
Apart from groundnut. oU,.siiBU| 
business was also reported in gtp- 
undnut H P S at around £ 86 pet 
ton for Bold' December ^January 
shipment. Groundnut extractions 
were distinctly easy. Export bu*i-' 
ne^ was moderate but prices reali¬ 
sed were 10 to 15 sbillings per 
ton less than in the preceding WC^- 
The U K was mentkmed .as the 
main buyer and the week-end quo¬ 
tations were placed around £ 35-o 
for September, £ 35-10 for Octo¬ 
ber, £ .34-15 for November and 
£ 33-15 for January-March ship¬ 
ment. With offerings from India 
likely to increase as a result of 
larger crushing when die new crop 
movement gets into swing, it is 
quite likely that the overseas buyers 
will mark their prices further 
down. The U K was reported to 
have purchased about 700 to 1,000 
tons of castor oil last week and it 
paid about £ 105-10 for Commer¬ 
cial grade. Exporters seem opti¬ 
mistic about putting through further 
business in the near future. linseed 
oil continue.s to be completely 
neglected and export business in 
linseed coke is also limited. Hie 
U K and the Continent made mod¬ 
erate purchases of cottonseed cake 
but the prices paid were lower 
around £ 31 per ton. 


Maharashtra Housing Board 

TENDER NOTICE 

Sealed and superscribed tenders in ‘ D ’ Form are invited by 
the Executive Engineer, Housing (ihembur Division, Bombay for 
the supply of Ready Mixed Paint during the year 1963-64 so a» 
to reach nis office upto 12.00 Noon on 7-16-1963 and will be 
ofiened on the same day if possible 


Sr. No. 


Name of work 


Ettimated 

Cost. 


Earnest 

Money 


Security Deposit. 


I. Annual supply of 
read) mix^ patnr 
during the year 
1963-64. 


Rs 71,670/-. Rs 720 /- Rs. 3584/si 


Blank Teijder forms can be had on payment of Rs, S/- each 
from the CMEce oi.„the Executive Engineer, Housing Chembur 
Division, Taut’s Godown, Jackeria Bunder Road, Sewn, Bonibay-.iJ 
on or before 3-10-1963 during the office hours. 

Right to reject any or all the tendets received without tnsig- 
tiing any reaoons is reserved, 
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'l^E £iumci«| rewtts of |«ptK 
1jidyog''i(n' yw «nded March 
i9^ have ^owa snl^taxitial im> 
jMdvemeiit pver die 'previous year, 
'^e.groei profit rose to R» 1^.77 
laJdhe^ the highest attaihed by the 
Company. f*he net profit after pro¬ 
viding depieciation 'amounted to 
Rs &7.12 lakhs as..agaiAst Rs <55.R2 
lakhs. Ihev improvement was large¬ 
ly due to higher production reach¬ 
ed during' the year. Production of 
clinker increased from 6.70 lakh 
tons to 7,67 lakh tons and that of 
cemen^ from 7.42 lakh tons to 8.23 
lakh tons. Higher production has 
been made possible by modifications 
and improvements in soihe sections 
of the plant, additional supply of 
power and improved transport faci¬ 
lities. But the price increase grant¬ 
ed by Government was offset by 
heavy increased costs mainly aris¬ 
ing out of Covernment action and 
beyond the control of the industry. 

The better working results have 
enabled the Directors to transfer 
Rs 64 lakhs to Reserve and to step 
up the equity dividend from 8.36 
per cent to 10 per cent, The Com¬ 
pany is not subject to income-tax 
arid super-tax under the various 
provisions of the Income-tax Act. 
The shareholders will get a net 
dividend of 87,52 nP per ordinary 
share of Rs 10 after deduction of 
tax on 4.16 per cent of the divid¬ 
end. 

Addressing the shareholders of 
the Company at the last Annual 
General Meeting, Shri S P Jain, 
the Chairman, expressed ■regret that 
the objective of increasing produc¬ 
tion of cement, an essential com¬ 
modity, has not been fulfilled for 
lack of a developmental price po¬ 
licy. The difficulties of the cement 
industry and the continuing rise in 
costs are matters which the indus¬ 
try has from time to time repre¬ 
sented to Governmeht. The industry 
is pulling all its weight to improve 
pr^uction and despatches within 
its means, The industry does' no 
longtir d^pepa upon foreign imports 
of matdiinery which is now avail¬ 
able indigenously, how/ profitability 
ond dearib o)f capital dissuade or- 
deia from Udencees. 

^ui' }iun has pdapainted the fact 
tbat hPn-ai^abiJIity of resoureCs for 




industry due to the price arid tax 
policies of Govenunent fonot the 
main impediment to developineat at 
present. Shri Jain has 'substantiated' 
his statement by quoting .from, a 
Reserve Bank stody, that ^e cement 
industry retains cmly 11.18 per cent 
of its promts after taX and that in 
spite of distributing 88B2 per (dnt 
of the profits after tax, gross divi¬ 
dends worked out to only 6.9 per 
cent of net worth. Therefore if 
cement production does not reach 
the anticipated target, Shri Jain 
holds. Government’s |>olicies should 
alone, assume re^onsibility for this. 
To rectify this position* Shri Jain 
suggests that Government should 
follow an appropriate price policy 
that would encourage expansion of 
the industry As against a targeted 
capacity of IS million tons, the ful¬ 
filment of ' existing proposals in 
different stages of execution will 
lead to an attainment of 12.5 milli¬ 
on tons, and the need therefore is 
imperative to put into execution all 
the schemes licenced at present. 

Shn Jain further observes that 
unless a system of automatic esca¬ 
lation to cover increased costs is 
introduced, the industry will conti¬ 
nue to face the problem ol rising 
costs He also pleaded for a more 
realistic decision in regard to quar¬ 
terly packing charges, as the pre¬ 
sent formula in .respect of the use 
of old hags leads to con.siderable 
loss to the industry. 

Since rising transport costs- on 
limestone from quarries to the fac¬ 
tory borne by the industry operate 
as a disadvantage to the industry. 
Shn Jain expressed the view that 
there should be pooling of freight 
on raw materials similar to the 
pooling of freight on cement. 

Kirloakar Oil Engines 

^HE management of Kirloskar Oil 
Engines is exploring possibilities 
of opening the Company’s own' sales 
offices in foreign countries, where 
it already has a market, with the 
object of organising sales and after¬ 
sales services instead of dqiending 
on local agents. This was revealed 
by Shri S K Kirloskar while ad¬ 
dressing the fhareholders o€ the 
Company at the Seventeenth Annu- 
a1 General Meeting held rooently. 


The .expi^ njle^ ■ of the Co 
Gontimie to- increase. Add 
ihaxkats have been found jn Hoidi ; 
Africa and Lhtht America dua^ 
the patt year. Farther matkets ma 
being expjoi^. The est^lislunent' 
-of sales offices, .the Chairman sa^ ' 
will remove the unoeitahity in do* 
lay due to shipping bottleoecka, en¬ 
sure ready alter-saies service and 
enable the Company to coaio|K[date 
its position in foreign matkela. 

Commenting on the progrew of " 
the Company over a perii^ years, 
Shri Kirloskar stated that produo> 
tion and sales improved appreoiab- - 
ly year after yea*^ The en^nes had , 
a good demand. Production js cons¬ 
tantly increased to keep pace With 
demand and every effort is made 
to shorten the period of deliveiy* 
The high quality and efficient and 
prompt after-sales service have 
brought the Company an increasu^^. 
ly ready and easy market. 

The Company is planning to se¬ 
cure a foreign exchange man, at 
the instance of Govenunent, to hn* 
port a bi-metal strip manufactur¬ 
ing plant in order to increase the 
production of bi-metal bearinga. 
The bearings are supplied to' vari¬ 
ous manufacturers of industrial and 
automobile engines and also to 
many Nationalised Transport Un- 
dert^ings in the country. The 
prospects for the sale of these bear¬ 
ings are considered by the Chair¬ 
man quite good. 

Dealing with the progress of the 
subsidianes, Shn Kirlo^r stSted 
that Kirloskar Cummins, in which 
the Company has ihvested a subs¬ 
tantial amount, would be able to , 
go into production by the end of 
this year. Shivaji Works has shpwn 
a good performance which woil|d 
have been better > .still but for the 
irregular supply Of pig iron, coal 
and coke. The foundry of thix sub¬ 
sidiary is expanded further this 
year and the results'of the current 
year are expected to be mote im¬ 
pressive. 

Shn Kirloskar justified the reduc¬ 
tion of dividend from 16 per cent 
to 12 per cent on the equity shares, 
on the ground that the resulting 
savings could be ploughed back 
into business for expansion putpo- . 
ses. The SPT levy had increased ' 
taxation by 65 per cent and thiis ,, 
cut into tile profits of d«?!|Pia|mny- - 
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whiiCh couW otherwise be available 
to the (xwnpany lot finanrmg ex¬ 
pansion schemes. 

Rcferrinp to the future outlook, 
Shrl K.irlf)t>li.iir fe(*l>i that the jiro.s- 
jteclfc of the Company foj the cur¬ 
rent year are gooil He hn^ assured 
the shareho|iier>, that e\ery effort 
will be made to toiitiiiue expansion 
and ill* rease prohtaluliiv ailhoiiph 
the incidence of SPT will he quite 
heavy and hamper expatii-iun pio- 
graitmu"-. 


Parrys tionferlioiiery 
TPHE Indian eonfet tionery iiidus- 
trv Is fucine two mum diflicul- 

ties, namely the rehabilitation of 
plant anti niathmery and the rising 
costs of pnidiuttori The extent to 
winch the industry can overcome 
these dilllculties depends upon the 
Govcrtmteiil’s licenung and 
TMihcies- thus olist'rved Shri II V H 
lengar, ( liuirmari of Parrys (on- 
in'tionoTY, in liis riKU 

luted to llie shineholdeis along iiiili 

the Amiiial llepoit and AKOunt- 
for the year ended March il. !%C 
The ty] 5 ''k ol mactimeis ueeih'd 
for the numufactuie ol conlectione- 
rv ate not pioduced in India, yet 
the iridiistiv is accorded only a hiv\ 
jiriority Willi freiiuently chatiguig 
trends and ideas jn the line, mote 
than m any othei. tlie impoit res- 
trulions pose a perennial porhlern 
for the iiidusiiy "hith has to keeji 
pace with refinements in manufac¬ 
ture ami packaging, on vvhieh de- 
pc-rids the sales turnoM'i The in¬ 
dustry remains not only insulated 
front tVie advance made hy we-teiii 
countries but ill-cqmpped to meet 
changing conditions The great im¬ 
balance between sweels-inaking ca¬ 
pacity and wrapping now existing 
will not enable the industry to play 
an effeclite role m the development 
of exports. unless assisted by the 
grant of adequate licences for the 
import of machinery lequired for 
modernisation, lationalisatioii and 
roplncement. The process of exixirl- 
ing and earning foteigri exchange 
for the purpose of importing machi¬ 
nery needed, puls the industry to 
heavy losses and is therefore found 
ineffectual. Shri Tf-ngar has there¬ 
fore urged upon .Jll^.juthorities to 
accord a higherj^riowy than at 

present to the inflUStry for the issue 
of licences to irriport machinery. 

There is another reason for p<»r 
exports in relation to the potentia¬ 


lities of industry. Higher cost of 
production leads to higher selling 
prices, inhibit consumption and 
make it impossible to develop ex¬ 
port market.s. Sugar, glucose and 
wrapping paper, which are the main 
law materials cost more in this 
counliy. Other raw materials like 
gum arabic. nienlhol, tartaric acid 
and lecithin are imported in limit¬ 
ed quantities and are not Icx-ally 
availal.le except at high prices. On 
top of this, customs and excise duties 
i„i (cilophane. tinplate, aliiminiuin 
foil etc, and additional tax lexues 
luue ))til u]> w'rapjung and jiacking 
costs Tile industry has again to face 
higler central sales tax and wage 
bills All these factors contribute to 
higli production costs and selling 
pi ices Although the quality ol the 
sweets can match the host available 
elsewhere, aliseme of latest lechm- 
qiies of wrapping and parkaging and 
wide dispmily III iiroduclion costs 
lietwceii loicign and Indian inaiiti- 
iiK'lutci- .lie the twin faclois th.il 
st.uid III the way of developing .m 
,xp<rl maikel Tin , .mi i ssioii- 
siiooti to the mdustiv in "a\ "f 
(Irawluiik oi i iisloins diitv on mqmils, 
I* bale on exci-e duty on sugai eti. 
,uid the cash subsidy of 10 per cent 
on exiioits still leave a big gaj) to 
covet In view ol these facts, Shri 
[ciigar Ims strongly urged Govern- 
iiienl to lilieralise the import policy 
ill respect s)l machinery and raw 
materials essential for the industrv' 
III order to step iifi exports siibsl.m- 
tiallv. 

Mysore Paper 

AIWRESSINI', the shareholders oi 
Mysore Papei Mills. Sliri M If 
Shivananjappa. Ghainnan of the 
Gompaiiv. rewealed that the Pa]H*i 
industry has again taken up the ques¬ 
tion of price lexi.sion with the Gov- 
einment of India not only foi get¬ 
ting immediate relief hut also lor 
tlir* setting up of a suitable machi¬ 
nery to ipvise prices promptly to 
absorb any increases in costs ovei 
■which the industrv has no control. 
Governnicnl sanctioned an inerease 
in paper prices only from June 
1962 on the recommendations of 
the Tarifl Committee which investi¬ 
gated the claims of the industry as 
far back as 1958, but whose recom¬ 
mendations and price fixations were 
accepted and announced in 19^. 
The' increase however proved quite 
inadequate due to Subsequent in¬ 
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creases in the costs of raw 
chemicals, coal, etc, and 
labour costs. New legislative ii»a- 
sures a.H a result of the einergepcy 
have also added to the industry's 
costs. Shri Shivnanjappa insisted 
that only a proper policy ensuring 
d fair and rea.sonabIe return cm 
c.apital would act as an incentive 
for the expenditious implementation 
of expansion schemes. 

4fipr reviewing the working 're¬ 
sults of the Mills for the year, Shri 
.Miivnan|a)>pa referred to the ex- 
pan-ion scheme of the Company 
and stated that the complete range 
of equipment required for stepping 
up pinduction to 18,000 tons and 
ordeifd for from different suppli¬ 
ers 'll Germany and the UK. have 
arrived or alieadv been de.spatched 
and that the erection work of the 
Pulp and Paper plants would corn- 
meiii'c in about a month The 
fduiirmari ex-pects the new' Mills to 
g.v into ]3rn(lu( turn within a year 
lii'Jii non 

Hindustan Lever 
J|l\Dl SrAN LEVER has sue- 
(er-lullv negotiated foi a 
further loan of Rs 00 lakhs ftoni 
Us ])iiient Compaiiv. the Uiiilevoi, 
Jam.ion The (. om])nnv has already 
availed of a Kian of Rs 20 lakhs in 
sterling fiom Unilever. The en¬ 
tire aiiioiinl of Hs 80 laklis will, it 
is l.'.irnt. he utilised to finance tin' 
Gonipany'i, expuii-ion plans, mostly 
in new projects, vvhicli include thi 
installation of an additKinal gly- 
ceniie still, manufacture erf nickel 
cal.ilvst. an additronal plant for 
the ptodiiilion of synthetic deter¬ 
gents and the setting Up of a mod¬ 
ern lesearch Inlioratory. The pro¬ 
jects already on hfind, namely, the 
milk products factory at Etah 
(P P) an<l dehydrated vegetable 
plants at Ghaziabad and Etah are 
reported to be nearing completion. 

The loan- of Unilever are already 
approved hy the E'nion Govern¬ 
ment An interesting feature of 
the loans is that Unilever hopes to 
convert them into a permanent iri- 
xrcstment in India in due course 
before repayments fall due. 

Larsen & Toubro 

T ARSEN & TOUBRO is entering 
into a collaboration agreement 
with Caterpillar Tractor Co nf 
Peoria, Illinois, US, for the manu¬ 
facture of tractor parts and machi- 
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.'Vcato V. 

fw Owipany, ^ ' 

ifaafe Iwildars Kt the Ei^teentii 
{SeBegal Meeting. Of the 
totel ertinMitcd outlajn of Rs 1 crore, 
th«^ US eollahorator would invest 
R# 30 i^s in the shape of techni- 
<ial' know'hww, plant and equip¬ 
ment. Larsen & Toubro proposes 
to invest a like amount. For the 
Coinpany, the Chairman said, this 
would be a very important project. 

The sales of the Company are 
showing an improvement in the 
eurrent year, lltkal Machinery 
with which the Company is associ¬ 
ated shows a turnover of Rs 2 
lakhs to Ra 3 lakhs a month which 
can be expected to rise to Rs 4-5 
crores a year when the factory goes 
into production in full swing. This 
Company has orders worth about 
Rd 2 crores on hand. 

There is no immediate possibility 
of raising fresh capital by a fur¬ 
ther issue of shares, but the need 
for expanding the capital base 
might arise from the expansion of 
the Company’s business, perhaps 
after a year or two. Mr Larsen 
ruled out the suggestion of bonus 
issue as he saw no point in making 
the bonus issue by paying u tax 
unless the Company could maintain 
the dividend on the increased num¬ 
ber of shares. 

.Sewri Engineering Construction 
TpHE Sewri Engineering Construc- 
tion Corporation, Bombay, cele¬ 
brated its silver jubilee this month. 
Speaking at a function organised 
to mark th^ occasion, Shn S K 
Wankhede, the Maharashtra Mini¬ 
ster for Industry, congratulated 
the Corporation on its excedlent 
record. The Minister also held 
out the assurance that the proposed 
construction corporation of the 
Maharashtra Government would 
not come in the way of established 
private sector unil.s like Sewn 
Engineering. 

Shii C V Deshpande, Managing 
Director of Sewri Engineering, 
described how hard work, determi¬ 
nation and technical and professio¬ 
nal competence of a very high order 
had gone into building up the 
company. 

tioeliin R^ifinerieB 
rOCHIN REFINERIES, Ltd is 
*aow irtfiorpoiated'' with la- paid- 








uwta», , dgp'ttii. awpply ot or 

■' CDtn|>»iby the Ibu^ -«ir mShvify for fmtds. 
in fte public a^r and ie, a rusl. for Treasu, 

bmed ventute of «ie .Union ^v. Intermediate 

ernment. Ph»l»P* PebfufeMg* Com- 

pany of us and Duqpan Bros of ^ ,. . a- j 

Calcutta. The Uhion Oovcmniient c i, iri 
‘“ii . 1 J e, . X on September 10, amountei 

will hold 5 per cent of share ^.lo crores (Rs 4 i-rore* 

capital while the oAer P"‘- jember 3) against Rs 2 c 
nm will be holding the remaining Intermediates s 

49 per cent. Seotember 4 to 7 wer 


Money Market 

Thursday, Sepictnhor 12 

T'HE inter-bank call money rate 
continued unchanged at 3 per 
cent, a fatC highei than those pie- 
vaihng in preceding weeks. ^ lien 
the supply of funds continues to be 
easy with rising deposits and con- 
trarting credits, the lendenv of the 
tall rate to stay around 3 per cent 
requires an explanation. This may 
be found in the fact that those with 
surplus funds are reluctant to lend 
at poor rales when Treasury Bills 
yield about. 2.320 per cent and 
giltedged give a return of 4 to 5 
per cent, liesides, the rates m 
Calcutta, though frequently fluctu¬ 
ating, have been ruling around 
per cent, often tending to harden 
further. The search for remunera¬ 
tive use of funds is reflected in the 
sharp rise in the investments of 
scheduled banks by Rs 15.20 crores 
during the week ended August 30. 

The accretion to giltedged hold¬ 
ings week after week is, of course, 
a patent feature of the slack sea¬ 
son, but this can be said to have 
an added significance this sea.soii 
because the yields on government 
securities are relatively higher 
The banks have not merely used 
the increase in deposits of Hs 1.71 
crores and the return of advances 
of Rs 6.86 crores during the week, 
but also withdrawn about Rs 7.02 
crojes from their balances with 

the Reserve Bank and utilised their 

own cash balances to the tune of 
about Rs 3.15 crores to swell their 
giltedged portfolio by Rs 15.20 
crores The continuously rising 

investments of banks suggest that 
banks have now become noticeably 
■ giltedged-mindtd and in this res¬ 
pect there is a change in their 

attitude from the time of the issue 
of the new Government loans. It 
is mostly on this account that the 
call money rate rules steady and 
wfll continue to do Bo, unless^ there is 
...very large and Unexpected increase 


The ruali for Treasury Bilk 
tenders and Intermediates which , 
was evident last time did not t»n- 
tinue this* week. Tenders receWed 
on September 10, amounted to only 
Rs 2.10 crores (Rs 4 crores on Sep¬ 
tember 3) against Rs 2 crores in¬ 
vited, and Intermediates sold from 
Skpteraber 4 to 7 were hardly 
about Rs 2.27 crores (Rs 7 crores 
and Re 7.19 crores in the previous 
two weeks), TTie lower tenders are 
to be attributed not merely to low¬ 
er returns but to the increasing pre¬ 
ference of the banks for the gilt¬ 
edged. 

During the week ended Septem¬ 
ber 6, notes in circulation expand¬ 
ed by Rs 27.81 crores; the expan¬ 
sion was met by the Banking De¬ 
partment to the extent of Rs IS 
crores, the remaining being secur¬ 
ed by an additional issue of Rs 
12 81 crores The icrease which is 
a normal feature of the beginning 
of the month may have also been 
caused by withdrawals for tax pay¬ 
ments which IS reflected in the ri«e 
of Central Government deposits. 
Ru)iee securities in the Issue De¬ 
partment have been inflated by Rs 
15 crores to effect the additional 
note issue and to make up for the 
fall in rujiee coins. 

Central Government’s dcjiosits 
continued to rise, the increase be¬ 
ing Rs 20.64 crores during this 
week Deposits of State Governments 
recorded a fall of Rs 2.4(5 crores, 
and balances of scheduled banks 
were likewise lower by Rs 2.22 
crores. Aggregate dejiosits were, 
however, higher by Rs 14.56 ciores. 
Against this, the Bank’s advance.s 
increased by Rs 7.92 crores to Gov¬ 
ernments, by R.S 2.22 crores to sche¬ 
duled banks and by Rs 8 24 crores 
to others. Further the Bank has 
added Rs 23.53 crores to its Trea¬ 
sury Bills holdings. Mostly as a re¬ 
sult of payment.s exceeding the ac¬ 
cretion to deposits, the Bank’s in 
vestments have come down by Rs 
17.21 crores • 

F’urther rise was noticeable in 
the giltedged market during the 
week. The 3 per cent Conversion 
Loan, 1986, moved up to Re 64.85 
Several other loons gained ground 
with expanding investment demand, 
from institutional quarters.^^ 



Foo4 

of which 

%m 

Fith : fre»h or 
niinply proKTVPd 
Fi«h and iiah 
preparationn. 
canned or not 
Rice 

Cereal prepara¬ 
tion!) 

Fmita and nut&, 
fresh (not mrluding 
0)1 nuti) 

Dried fruits 
Vegetables, fre*h 
and dry 
Vegetables, pie- 
served and vege¬ 
table preparations 
Cocoa 
Spices 

Beverages 'and 
Tiabaceo 

Tobacco and toliacco 
ipanufsctures 
Tobacco un¬ 
manufactured 
Tobacco manu¬ 
factures 

Crude materials, 
inedible 

of which 

Hides, skins and fur 
skins, undressed 
Hides and skins 
(except fur skins), 
undressed 
Fur skins, un¬ 
dressed 

(!!iij8«eds, oil nuts 
and oil kernels 
Wood, lumber and 
cork 

Wood in the 
round or roughly 
squared 

Textile fibres and 
waste 
Silk 

Wool and other 
animal hair 
Cotton 
Jute 

Vegetable fibres, 
except cotton and 
jute 

Synthetic fibres 
Crude fertiliaers and 
crude minerals, ex¬ 
cluding cool, petro¬ 
leum and precious 
stones 

Fertilisers, crude ^ 
Crude minerals 
Metalliferous ores 
and metal scraps 
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Apr '63- 
Jun '63 

Apr '62- 
Jun '62 

Jun ’63 

Jun’62 


Apr'63. 
Jun'63 

Apr'62- 
Jun’62 


S464.6 

4688.0 

598.0 

2896.7 

Iron OK and 









<;oncentrat« 

0.3 

0.6 

0.1 


:i.8 

09 

1 1 

0.1 

Iron and steel 




' 





scrap 

2.2 

1.8 

0,2 

0.? 

107.7 

88 4 

47 3 

42-1 

Ores of non-ferrous 









baK metals and 









concentrates 

34 2 

6.0 

2.9 

1.7 

0,2 

0 9 

0.1 

0.5 

Animal and vegetable 





998 4 

1501 3 

61.9 

987.5 

crude materials 









inedible, - n e s 

46 6 

49.1 

15.0 

-124 

1 9 

5 0 

0.9 

f.6 

Crude animal 









materials, inedible 









n ^ B 

11.5 

14.2 

2.7 

4.1 

330.'2 

265 7 

65 8 

109.1 

Crude vegetable 





118 6 

126.6 

11.3 

49.3 

materials, inedible 









nee 

35 I 

34 9 

)2.3 

8.7 

(j.4 

4 ^ 

4 5 

0.6 

Mineral fuels, 









hibricam and relal- 





n 4 

(J 4 


O.I 

ed materials 

2980.8 

1875.9 

1228.7 

226.8 

M 1 

4.9 

0 4 

2.3 

Coal, coke and 





10 7 

21 5 

8 7 

8 8 

briquettes 

2.8 

7.7 

— 

3.4 




Petroleum products 

1833.5 

964.1 

534 2 

223.5 

e.e 

9.0 

1.5 

.3.1 

Animal and 









Vegetable oils 





1 3 

2.1 

•0 1 

1.8 

and faUi 

104.6 

219.9 

81.9 

45.1 





Animal oils 





1 2 

1 8 


1.8 

and fats 

155 

22.3 

25 

56 





Vegetable oils 

85.0 

109.5 

22 4 

30 4 

0 1 

0.4 

— 


Chemicals 

2618.8 

2524.4 

897.8 

880.1 





Chemical elements 





8030.0 

2746.'J 

868.1 

878.0 

and compounds 

999.9 

1115 1 

318 I 

371 B 





Inorganic chemicals 

419-6 

441 2 

140.1 

170.2 





Organic chemicals 

580 2 

673.9 

178.0 

201.6 

94 3 

70 8 

39.6 

28 6 

Dyeing, Tanning and 









Colouring Materials 

284 1 

311 8 

88.4 

100 7 





Coal-tar 





93 9 

70 7 

39 4 

'28 6 

dyestuffs 

223 2 

232 1 

70 0 

79 1 





Dyeing A tanning 





(1 3 

— 

0 2 

— 

extracts 

30.0 

36.9 

9,-1 

- 5 2 





Pigments, paints. 





237 8 

231 7 

88 1 

64.7 1 

varnishes and 









related materials 

30.8 

42 9 

9.0 

16.4 

19 3 

112 6 

■1 i 

34 2 

Medicinal and 









Pharmaceutical 









products 

236 3 

265.9 

91 1) 

87 2 

11.2 

58 3 

2 0 

32 4 

Essential oils and 









perfume materials. 





1742.6 

1427 0 

465 3 

439 4 

todets, polishing and 





15.H 

36 3 

5 .J 

20 I 

cleansing operations 

23 I 

25 3 

6 0 

6.3 





Essential oils. 





474 1 

342.8 

75.1 

950 

perfume and 





1002 7 

943 7 

295.0 

290 9 

flavour materials 

20.9 

22 5 

.5.5 

5 6 

62 n 

62 8 

25.7 

184 

Perfumery, 









cosmetics etc- 

2.1 

2.7 

0.5 

0 6 





Fertilisers, 





45.7 

26.4 

19 6 

66 

manulactured 

717 9 

480 8 

257 4 

180 7 

142 3 

149 

44 6 

85 

Explosives and mis- 









celiiuieous chemical 






1 



1 m'atqfials and 



> 






products 

356 3 

.374.4 

136T 

133 2 





MisceHaneods 



' 


, 3j_L.fi 

283_7 

85.4 

86.6 

- chemical materials 





63.1 

73.9 

17.C 

130 

and products 

293.2 

281 6 

H2.6 

fl2<0 

248.7 

209 8 

67.8 

73.6 

Monufaelsirod 



' 

> 





goods dawift«d. 





54.5 

25 0 

12.0 

95 

ohiefly by maiorial 

46494 

49874 

1866.8 

14^.4 



« 

and co^ 
l]|U^quiactttrM 
VaneeM, plyw^oed 

■ate 

Pajwt,, 

add nmWuJacturtf 


Pa^ and 
l>a|teimanl 
IrexfUe. >arn, fabrics, 
aoa^ap 'artiolea and 
rebted ipodiicla 
TbXtSe yam 
and tbnad 
Cotton,, fabrics "f 
f«aiida^ type 
Tactije fabrics of 
standard type- 
Spteial textile 
fabrics 

Made-up articles, 
wholly or chiefly 
of textile 
materials net 
Non-metallic mineral 
manufactures, n e s 
Ljme, cemetit and 
fabricated building 
materials 

Clay construction 
materials 
Mineral 
manulactores 
Glass 
Glassware 
Silver, platinum, 
gems, jewellery 
Precious and semi- 
precioua stones 
and pearls 
Base tnetafs 
Iron and Steel 
Copper 
Nickel 
Aluminium 
Manufacture of 
Metals 

Machinery and 
transport espiip* 
meiit 

of ufhicA 

Power generating 
machinery 
Agrilhiltural 
machinery 
Metal working 
tnadihnery 

Mining construction 
and induttnal 
machinery 
Electric machinery, 
apparatus and 
i^Uances 
Tranapon 
eqmptetnt 
RMd motor 
webklw 

* , , 


' ’ 

,' \ t 

1, •' 


MiscatiaiMMb 

nawfamiml 



' 


0.8 

m- 

, .i-l 

' : 4" 

#97# 





artkka 

3M.fi 

*16,7 

218# 

68.3 

39 3 

18.3 

13.2 

Sanitary, plumbing. 



' 



- 

. V w ' 

1-. 11. * 

heatiitg aftd 


, 

2.3 


e(ki 

33-4 

16.2 

11.7 

tighdnr ■fixtures 
PmfesHond) 

9.9 

11.2, 

■■ 3.7 

■4.7 

28 

instiuraents, 

cptiCal leads. < 

clocks 

298.2 

308.5 

92.3 

88.6 

13.4 

13.0 

6.7 

7i6 

.2.7 

■ 2.0 

Printed matter 
Manufactured . 

73,0 

74.0 

26.4 

58:9 


• 



articles 

216.8 

161.1 

89,8 

90t.5 

306.B 

265.1 

97.1 

80.0' 

■Mises)Ilane«us 
Teaftaaactlons and 




I 

302.4 

237.3 

96.1 

77j3 

cenuBOsUttM, 
n e s 

168.6 

108.6 

91.4 

#7^ 


369.0 

72.8 

132.8 

oj whith 

Postal packages 

46.6 

85.6 

6.1 

261.3 

Return^ goods 
and special 







111.3 

234.3 

315.4 

64.5 

transactions 

116.8 

ni.o 

85.3 

sis 





grand total 

27614.4 

27260.4 

8535.1 

9354# 

1.9 

5.4 

0.5 

1 8 
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BANKING BETUBNS 


19.3 

35.4 

4.0 

173 


{Rs erorts) 







Reserve Bank 

Sepe 

Aug 80 

AugO 

•S’- 

2044.06 

3.1 

2.1 

1.7 

0.2 

1 Note circulation 

2218.88 

2191.07 

2246.03 

2 Rupee coin 

3 Deposits 

121.60 

123.09 

118.43 

122.27 

127.9 

153.1 

37 7 

52 5 

(a) Centra] Oovt 

94 JM 

73 90 

101.44 

114.74 



, 


(b) Other OoVts 

7.76 

10.22 

24.26 

21A4 

4.9 

II.O 

2.2 

1.6 

(c) Banks 

86.28 

89.10 

86.40 

89.07 

(d) Others 

169.05 

199.82 

204.24 

ia2#6 


44.1 

7.0 

17.5 

4 Iforeign securities 

89.46 

89.46 

90.26 

88.84 

26 6 

5 Balance abroad 

6.67 

5.06 

0.09 

5.44 



13.8 

18.7 

6 Rupee securities 

,1607.21 

1892.21 

1931.32 

1728.00 

37.2 

61.6 

7 Investments 

206.07 

222.28 

274.40 

221.02 

24.5 

22.5 

11.2 

9.5 

8 Loans and advances 



13 9 

12.9 

3.4 

4.8 

to Govts 

9 Other loans and 

63.32 

45.40 

36.82 

27.12 

39.3 

61.6 

14.8 

12.7 

advances 

180.96 

140.60 

144 64 

184.24 





Scheduled Banks 

Aug 90 

Aug 28 

AugO 

AngSl, 




94 





’62 

31.3 

54.2 

9.9 

1 Aggregate 



2161.90 


3297.0 

3664.6 

941.2 

1227.0 

deposits (net) 

2197.78 

2190.07 

2045.78 

2013.0 

2225,5 

623.2 

819.3 

Demand (net) 

966.94 

960.10 

930.87 

810.47 

613.3 

469.7 

112.9 

1'26.6 

Time (net) 

1240.84 

1235.96 

1221.72 

1235.29 

22.7 

38.5 

6.4 

12.9 

2 Cash . 

50:80 

63.00 

46.82 

47.90 

183.2 

345.0 

303 

115.5 

3 Balance with 





, 



Reserve Bank 

88 01 

05.03 

81.48 

75#« 

429 9 

390.2 

111,6 

124.0 

1 (2)-K3)a8% 






* 


of (1) 

8 Borrowings from 

6.32 

6.78 

A08 

8.62 

101W.S 

9001.8 

2m8.8 

8098.8 

Reserve Bank 

0.84 

0.38 

2.06 

15.9.3 





(A) AgalnRt usance 








bills and/or pro¬ 





653.0 

Illl.O 

213.3 

388.3 

missory notes 

— 

— 

0.60 

8.06 



(b) Others 

0.84 

0.38 

1.46 

T#7 

51.7 

22.5 

23.4 

08 

6 Advances 

1240,22 

1256.23 

1274.23 

1208.03 





<a) State Bank 

237.23 

240.48 

248.54 

260.78 

1012 3 

886.6 

295.2 

291.9 

(b) Others 

7 Bills discounted 

1011.90 

1016.76 

1025.89 

947.26 





. (a) Inland 

169.96 

161.67 

162.03 

140,81 

4537.0 

4289.0 

1337.1 

1381.7 

(b) Foreign 

-61.80 

49.93 

50.90 

48.01 





(c) Total 

211.76 

211.60 

213.88 

189.72 





1 (1) State Bank 16.76 

15J2 

lajM 

14,74 

2034.8 

1454.1 

587.3 

S97.8 

(U) Others 

106.00 

196.68 

197.55 

174.08 


, 


6 <67+(7) as*/. 





1366.0 

1482.9 

376.8 

519.2 

Of (1) 

9 Investment in 

66,47 

66.84 

08.84 

68.32 

669.0 

697.3 

20?.2 

223.1 

Ctevt Securities 

761.04 

740.84 

692.01 

695.71 

. . . 

307.8 , 

. 55.8 

lQ2t9 

r» f9y ad % Of (1) 

34.63 

38.96 

32.01 

34.01 
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Rule of Law ? 


I'toMMENTING on the Supreme Court’s judgnteat mi the Oeiiiihe . 

** of India Rul^ the hope was expreued id diei^ eolvnnw > 

^ncy and the Lrlw”, September 7, 1963) diat the impitoadtHU of'the 
judgment would reedve .the earnest and Immediate consideratiOK- dll' 
PamSment and Government. The Oovermnenfs first reac^ei^ to llta 
iudgment, which became available soon often however, abot^ >4ld«v' 
lAUpigcied diis hope was Hkely to prove. - NOw thia 'niursdoy*! |«<0*' 
hbur debate' in the Rajya Sabha baa fully confirmed dii& . , 

of the dtdiate in the Lok Sabha are not available dt Jtbe time d ’ 

to press, but speaking in the Rajya Sabha bo^ the Law Minister and 
the Ministtir of' State for Home Affairs have, left the Goveiwuenfa 
attitude in no doubt. , / 

The principal argument witli wh.ich the two 'Ministers' sought to 
support twir contention that the Supreme Court's judgment did 
not call for any changes in the Defence of India Rules was thaL'to 
quote a newspaper report, “if it was intended that even durhog an 
Emergency only those laws should be enacted whh:h were in confonnity 
with the fundainental rights then there was no meaning in declaring 
a mate , of EmergencyThis is clearly to avoid the i^ue. Fdr thb 
charge that the Ministers were called upon to answer waw that 
Defence of Indk Riilee are repugnant to the Constitution atid, antoly* 
the Constitution is not su^nded even in an Emergency? 

The impiicationB-of the Supreme Court’s judgment were examined' 
in some detail in the editorial referred to above. The extrat .tq whleh 
the legislative competence of the State is enlarged during an Eo^r* , 
gency is clearly stated in Article 358 of the Constitution, unties ydudh - 
the Defence of. India Rules have been enacted. This Afticie ompoWent 
the'State to make a law even if such a law infringes the fundamental' 

‘ rights of the individual guarantjced in Article 19, but not the othOf ' 
fundamental rights. ,TIW Deleiioe of India Rules, however, violate 
rlghte .guaranteed by Articles 14, 21 and 22 of the Constitution gnd, 
theraore, in enacting them the State has clearly transgressed Hie' 
limits of its legislative competence os specified in the Constitution. 

It is an altogether dtfierent matter that ^ a Presidential order, umiiR 
Artkie 359, the Government has decreed that the courts cannot be ' 
iQioved Co enforce any of the fundamental rights and that the cdurtO. 
are, therefore, powerlm ,to redress the. State’s action under the'uoboef'. 
stitutional of India Rules' This makes no differetice to tfio 

fact that jthe Qtjhaoe of India Rules are repugnant to the Coitstftto" 
tion'sinca if WAS beyond tiw ' competence the' State, to enack 
dkem. ' . 

If it satMes Goyonuopotto make this use of its powwr to ijfisr 
arm-' the' cotirtA it inAy he oAked it sras ne<»a^ry at nil to 
the Qklesice of.Udia ihdjss,' fti rr filiteifggiMy' otM the cdaefA have 
Men' 'venderhd' ■ pehikrlMa' by ’ r<' ‘ ' tiddst Artide'/Mfl,- 

09 a well' faemiMI 'ta 'i!ie''«dMawy. ^ t^ecetiv#' SaE' 

Thle wpiRd.be i mSp eeuiee. ler it toipanwe u it wto asi^uied 

pf i jweiitioal awppdyv of the' as, the preset Goys^m^t fk ^ 
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ft jt tf» piupow of the OefenCft 
of Indie Ruiw to keq> up ^ 
•I^ieerattce that the rule of law 
Ountihuea since the country is 


governed by laws enacted by Par> 
liament? tf this is the ptetabce. 
then it is a false one, b»r, to be 


rpied hy ^^egal taws ia »d 
rule Of law than be% ruled % 
no laws at all. 


Ayub Khan’s Problems 


^HE fussilade by Pakistani troops 
across the East Pakistan bor* 
der brings to a head a series of de¬ 
liberately provoked incidents. 
Though these incidents vitally af¬ 
fect Pakistan’s relations with this 
country, an explanation for them 
has to be sougnt really in internal 
developments in Pakistan. An exa¬ 
mination of the principal problems 
facing Pakistan is thus called for. 

First, economic development, one 
of the promises of the 1958 coup, 
hag this year been rather poor. Up 
to the June Budget, a 1.1 per cent 
increase in national income had 
been recorded in this, the third 
year of the current plan (as com¬ 
pared to 3.8 per cent and 3.9 per 
cent in the first two years). The 
target of 24 per cent increase dur¬ 
ing the five year plan has thus not 
even been half achieved although 
three years have gone The unex¬ 
pected increa.se in the population 
has, in addition, meant that this 
year there was a positive decline of 
one per cent in per capita income. 
The failure in overall output ex¬ 
pansion is attributed to decreased 
agricultural production (the index 
of agricultural production, 131 in 
1961-62, was 126 in 1962-63), but 
in addition, exports have stagnated 
over the three plan vears while im¬ 
ports have made sharp advances. 
Thus, despite the brave hopes of 
decreasing Pakistan dependence on 
foreign aid, it is the highest ever 
this year—48 per cent of receipts 
in the current Budget, and 70 per 
cent of development exoenditure 
for the coming year. The slight 
expansion of the swollen Pakistani 
arpied forces has not helped—like 
its CENTO colleague, Iran, Pakis¬ 
tan is far Soo well-defended for eco¬ 
nomic health. To this, natural dis¬ 
asters, floods, tvnhoons and droughts 
have been added. The mild infla¬ 
tion (somewhat sharper in East 
Pakistan) demanded a hard budget 
and later more stringent credit res- 

trietiims. 

jg^"ond, Avub Khan’s attempted 
jmmcal settlement has succeeded 
Ipilar In theory nor practice. The 


Pandora’s Box, opened in June 
1962 with the ending of martial 
law and proclamation of a new 
constitution, has released all the 
evil spirits which allegedly destroyed 
the previous regime. Government 
of the President, by the President, 
for the President (as an Opposition 
leader describes it), marginally 
sanctioned by an electorate of no 
more than 80,000 ‘basic democrats’, 
cannot force itself to be loved. 
Without fundanwntal rights defen¬ 
sible in the courts, without the 
right to form political parties, 
Pakistani opposition has no option 
but to be extreme. The President’s 
attempts to accommodate himself 
to the mood without relinquishing 
real power only trap him in shar¬ 
per criticism—his Franchise Com¬ 
mission (which recommended re¬ 
turn to universal adult suffrage) 
and constitutional amendment pro¬ 
vided focal points for all oppiosi- 
tion fury. The President in the 
face of such opposition urgently 
needs popular sanction, and given 
that the Government majority has 
been eroded by a recent Supreme 
Court decision disqualifying Minis¬ 
ters from retaining their seats in 
National or Provincial Assemblies, 
that sanction becomes a necessity. 
Either the experiment in limited 
democracy was a failure and mar¬ 
tial law was needed once more 
(a change that would have been an 
invitation to the opposition to 
become guerilla warriors), or the 
President had to fight the ‘politi¬ 
cians’ on their own terms. Given 
that the loyalty of the army has 
not increased since 19.58 (the op¬ 
position leader warned the Gov¬ 
ernment darkly that ‘junior offi¬ 
cers’ were plotting a new coup), 
the President’s decision was in¬ 
evitable—he paid his two annas 
and became an 'ordinary member 
of the Government wing of the 
Muslim League, primarily to bol¬ 
ster up its declining fortunes with 
his own prestige. 

Third, the old source of basic 
tension in Pakistan baa not been 
eUmin«ted~Hhe imbalance between 


East and West Pakistan continues, 
and it is from Blast Pakistan and 
the West provinces of Sind, Balu¬ 
chistan and the North-West Fron¬ 
tier that opposition comes. East 
Pakistan with 54 per cent of Pakis¬ 
tan’s population (but 15.1 per cent 
of its land) stands to gain most 
from the restoration of universal 
suffrage and direct elections. With 
930 people per square mile (against 
West Pakistan’s 140), earning 60- 
70 per dent of the country’s foreign 
exchange earnings but purchasing a 
minority share of its imports, re¬ 
ceiving only one third of total 
expenditure allocations over the 
period since 1947, only nineteen 
per cent of US foreign aid and 
eighteen per cent of Colombo Plan 
aid, East Pakistan has consistently 
lagged behind West. A Planning 
Commission economist estimates 
that per capita income in the 
East was some sixty per cent be¬ 
low the West. 

This then is the back-cloth to the 
unrest that has shaken the country 
this year — industrial and .student 
protest, a vituperative opposition 
and a violent press. Attempts by 
the opposition to unite in a Na¬ 
tional Democratic Front (success¬ 
fully achieved in East Pakistan 
where it campaigned for a new 
constitution and the restoration of 
democracy) have been hindered by 
the arrest of major opposition lead- 
era lOn sedition charges. To prevent 
the violent opposition criticism of 
the regime reading the people, the 
Government has sought to restrict 
the press. The attempt, for the 
moment, was unsuccessful, but the 
ordinance has been postponed, not 
cancelled, pending the good be¬ 
haviour of the press. 

In foreign policy, achievement 
has not been as subirtanttal as to 
outweigh domestic troubles. Pakis¬ 
tan’s natural inclination to non- 
alignment has at long last been 
allowed to express itself through 
the loosening of the Cold War 
blocs. China is not, however, and 
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dw danwrs—his common border 
with Cmna has remained <Nit|^ 
alert, and the Pakistani forces t»re 
have been kept luiiy up to strei^ 
ever Since the outbreak of the Sino- 
Indian dispute &ve years ago. In 
addition, through the good agen* 
cies of die Iranian Shah, the Presi¬ 
dent has prudently settled his 
Western border with Afghanistan. 
Otherwise, hopes on the Kashmir 
talks were disappointed, and the 
Shah of Iran ottered no joy at 
the President’s suggestion of a non- 
Arab muslim merger of Iran, 
Afghanistan and Pakistan, 

It is in this context that recent 
events on the East Pakistan-Assam 
border should be seen. Differing 
estimates suggest a very large num¬ 
ber of people have crossed the bor¬ 
der into India since 1950. So 
large a number cannot melodrama¬ 
tically be described as ‘infiltrators’, 
but rather as refugees, some evidence 
of the misery that exists in East 
Pakistan. For India to send these 
people back on some merely legal 
point is to play the same inhuman 
game with innocent lives that Pakis¬ 
tan plays when the unwanted emi¬ 
gres arrive back in East Pakistan. 
The light-machine gun barraM 
(40,000 rounds since last Sunday), 
the violation of Indian air space 
by two Pakistani jet fighters, the 
fortification of this border and 
concentration of troops there, are 
more serious matters. Given all 
that has gone before, Ayub Khan 
needs a focal point to hold his dis¬ 
integrating empire together, and 
particularly a means to strengthen 
East Pakistan loyalties. In addi¬ 
tion, if Pakistan could prove that 
American arms were used by In¬ 
dians to repulse attacks in Assam, 
Ayub Khan’s case in Washington 
might seem stronger. 

In such a situation, there are 
no simple solutions for India. 
Holding the border and preventing 
incident is a long, wearisome and 
thankless task. The only ultimate 
solution would be the emergeiKe in 
Pakistan of a serious and dedicated 
opposition that could simultane¬ 
ously supersede the existing re- 
(whose' span of fruitful acti- 


JO describe international air 
transport as a “fiercely com¬ 
petitive industry’’ is tru^ only in 
a sense. Competition usually im¬ 
plies the possibility of price cutt¬ 
ing which is totally absent in this 
industry. In this sense interna¬ 
tional air transport is really a 
cosy cartel with all airlines operat¬ 
ing at fixed rates unanimously 
agreed upon among themselves un¬ 
der the aegis of the International 
Air Transport Association. What 
makes the industry competitive is 
that supply, particularly since the 
airlines changed over to jet air¬ 
craft, is far in excess of demand. 

Air-India’s performance in this 
non-price competition has been 
gratifying. Occasionally an off¬ 
beat gimmick of its may cause some, 
eye-brow-raising in Parliament, but 
its latest Annual Report released 
this week is proof that by and large 
It has drawn the right kind of 
attention from the air-traveller the 
world over. Last year, which for 
international airlines generally was 
a vast improvement over the year 
before, Air-lndia was once again 
among the leaders in the field from 
the point of view of operating per¬ 
formance. It made what is for it 
a record operating profit of Rs 3.45 
crores which has enabled it, for the 
first time, to pay a dividend of 5 
per cent on its wholly Government- 
subscribed capital, liiis does not 
make Air-India unique among our 
public sector commercial under¬ 
takings, but it certainly classes it 
among the exceptions to the rule. 

The Corporation now operates a 
fleet of six Boeings and proposes to 
add to this at the rate of one new 
Boeing every year. Over the next 
seven years this expansion program¬ 
me is estimated to cost Rs 25 crores 
which the Corporation is confident 
of being able to provide from its 
internal resources—^ence the claim 
to have reached the “take-off stage’’. 
Even considering the impressive 
financial results of last year, 
this is a considerable claim to 
make when it is remembered that 
from 1966 the Co^ration will 
have to start paying interest at 4.5 


per cent on the non-equity half ql 
the Government's capit^ mvestiaent 
of Rs 26.82 crores. 

The advent of the jets has made 
iu impact principally on the air¬ 
lines’ average loads and their 
operation coats, both of which have 
gone down sharply. Air-In^*s 
average load factor has declined 
from 58.2 per cent in 1959-60, the 
last pre-jet year, to 45,3 per cent 
in 1962-63 or by some 22 per cent. 
Against this, operating cost per 
available tonne kilometre, which 
is the unit of production, has de¬ 
clined by 37 per cent fitmn Rg 1.33 
to Re 0.84. Air-India’s average 
load is no higher than that of 
many other airlines but what en¬ 
ables it to keep its head above water, 
and comfortably so, is its low cost 
structure. With this level of costs, 
it would break even at present fares 
with a load factor of just 40 per 
cent. No other airline in the world, 
it is estimated, has such a low 
break even load factor. 

Air-India's costs may be among 
the lowest in the industry, but 
the change-over to jets has meant 
substantial economies for every air¬ 
line in the world. None m this 
saving in costs, however, has been 
passed on to the air-traveller. On 
the contrary, the North Atlantic fare 
has been raised twice since 1959, 
the second raise becoming effective 
from last April. If the airlines 
emerge from their current conclave 
in Salzburg to announce a fare re¬ 
duction, as they are expected to, 
the thanks must to not to the lATA 
but to the US Civil Aeronautics 
Board which took violent objection 
to the last increase in the North 
Atlantic fare. The lATA may never 
be the same again after the bu’ty¬ 
ing it has taken from the CAB, 
but price competition in interna¬ 
tional air transport will never ma¬ 
terialise, for if it did, some air¬ 
lines will have to go to the wall, 
and this their Governments will not 
countenance as airlines, whether na¬ 
tionalised or private, are also sym¬ 
bols of national prestige. 
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: fxdioftst CoiiM'of 

t’ Finance Minister cannot, 

n'ufeiy, think that it is enough 
f ' *0 admit that the’ Government’s ex- 

' change control regulations are vexa- 
•' , doug and unimaginative? What 
does he -intend to do to make them 
less , vexatious and loss unimagina- 
1 , live? This ho did not indicate. 
Fretbahly be and his Ministry inx? 
considering the question- and re- 
furms will follow,in course of time. 

■ j There are, However, three specific 
irritants, decisions to remove whicii 
can and .should be taken without 
. delay, 

, The first concerns students wish¬ 
ing to go abroad for advanced 
training and study. Advanced train¬ 
ing and study in almost any siilijeci 
benefits the studeut.s and the roun- 
•tty and the practice of allowing 
students to go abroad for study in 
certain, subjects but not in a large 
number of others, therefore, needs 
careful reconsideration The argu¬ 
ment is strengthened when one takes 
into account the fact that the foreign 
exchange spent on students is hard¬ 
ly a crore of rupees at present and 
with relaxation of reslin.lions it is 
unlikely to cxtcecl this figuie b) 
more than half a ttore at the most. 
There is undoubtedly a strong case 
for permitting all students with 
certain minimum qualifications lo 
go abroad for .study or research in 
- the subject of their choice 
, , Another vital activity which is 
hamstrung by the piesent foreign 
exchange regulations i^ export pro- 
‘ motion. Tije regulations are baidly 
designed .to encoiirgge a djnamie 
entrepreneur to explore markets, 
for, before he can pet a permit to 
go abroad, he has to be an esta¬ 
blished exporter, he must havr*, en- 
. torM into correspondence with 
Jpatties abroad, and must ‘proie’ fiis 
ability to export. This procedure 
. ’ decidedly ‘favours entrenchp-d inte- ■ 
rests; those who have already made 
sqme B-xports gq abroad for pleasim- 
Hips on the. prete-xt of export pro- 
motion, white a' new but genuine 
entrepreneur is often denied a vital 
^ trip. ‘ A ifiorc discriminating set of 
yegulatioiis .w'hich will not penalise 
an inteiiding ex^rter jO.st' becahse 
he is msw' in l^e field is clearly re- 

- -<5|WW- , 


Finally, tlie precise rules and re¬ 
gulations governing exchange cont¬ 
rol should he made known to the 
public. It has been pointed.out in 
these .columns (“The Hank and the 
lA-ople”, October 13, 1962) that 
“when It comes to letting people 
know what they should know and 
thus eliminating wastage of time, 
avoiding unnecessary fraying of ner¬ 
ves and misdirection of efforts both 
on the part of the public and its 
own staff, the Reserve Bank is 
tight-lipped”. Further, the authori¬ 
ties cannot, he .unaware that 
public Ignorance on the subject 
actually creates scope for corrupt 
practites and that.under the present 
system it is the influeritial and the 
rich who manage to go, abroad with¬ 
out too much trouble.'' In fact, from 
the way in which the regional exch; 
ange control, offices function, it 
vsould almost appear as if there 
were no rules or regulations in 
force except the whim -or caprice, 
and possibly uiertia, of the persons 
in charge! This chaotic .situation 
will continue until applicants foi 
foreign exchange permits know the 
exact rules which govein the autho¬ 
rities' judgment on their^ requests 

Ranffom Harvest 

CENTRAL BANK is an unique 

institutiou in that though it is 
unmoved by the profit motive, some 
(d Its operations are inherently luc¬ 
rative. Orthodox tenets, of central 
banking preclude “ordinary bank¬ 
ing busine.ss”, but evth the perfomr- 
ance of traditional functions, such 
as those of the lender of the last 
resort and banker to banks and the 
government, yields an income. There 
is, for instance, the interest on ad¬ 
vances to bank.s and on securities 
and the discount on treasury and 
internal bills. Transactions in 
foreign exihange are not fruitless 
and then there is the commission 
for management of the public debt 
What all these total to is usually 
highei; than what a compact organf- 
saion.like a central bank with its 
well-defined Junctions has. to spend 
on itwlf. 

Generally, therefore, central bank¬ 
ing operations yield d surplus, and 
in most countries tbero are statu¬ 
tory provisions relating to its dis- 


powl. Where the shaw'.of IJieti^t* 
ral nink are grivatply' hfllA, 
are^,Jjrectipqs regarding 
tioigt fior dividend; stonetiat^ tridM; 

' fers to reierve and. other '.funds 
specified; and usu^ly there u J 
clause abbut the payip«»t of ,'d^, 
balgncs of the sitijihis to the «>v^ 
ernment. This is important w^e' 
the institutioh is privately owded 
and there is danger of the -lure of 
profits Wdiiig to unsound practieetf. 

The Reserve Bartk of India, of 
course, wa^ nationaiisod .14 yfiers 
ago. Before that k paid its share¬ 
holders a dividend, first at per 
cent and later at 4 per cent. But 
now Section 47 of thp Reserve B^nk, 
of India Act directs that “after 
making provision for bad apd doubt¬ 
ful debts, depreciation in assets, 
contribution lo staff and superan¬ 
nuation funds and for all other mat¬ 
ters for which provision is to be 
made by or under thia Art or which 
are usually provided fw iw bank¬ 
er-, the balance of the profits shall 
be paid to the Central Government” 

The profits of the Reserve Bank 
of India have been rising continu¬ 
ously and substantially. The sur¬ 
pluses that the Bank has annually 
transferred to the Government of 
India since Rationalisation - total 
over Rs 370 crores. The latest Annu¬ 
al Report of the Bank shows thai 
for the yeas ended June 1963 the 
amount transferred was Rs 44.5 
crores. the highest recorded so far. 
This IS a striking figure, especially 
when considered alongside certain 
odiers; it is alrhost double the con¬ 
tribution of the railways to the last 
Budget; and the 46 companies m 
the public sector made .a total los.*- 
of about Rs 10 crores Igst year 
Such comparisons are, of course, 
all wron^; the-operations of the 
central bank are in a whoJly differ¬ 
ent category from those or a pub¬ 
lic utility like the railways or a 
coqimercial undeitaking like, -su) 
Hindustan Machine Tools. Nonethe¬ 
less, this serves to un^rtine the 
Irony in a situation where a purely 
Teguiatory function is far more re¬ 
warding financially * than outright 
compicrcial aridity. . 

The rising profits qf the' I^crve 
Bank are the f^uft iif .two factors 
The more importsmt, of itti»ke is that 
gfbtffl income has, gone i(|ti along 
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at^itjr^.' M me' tnuoie tinie,i' die 
Bsnk’fi eig^ditUFe lies not kejit fttce 
with lh»< The propdrti<m of ex* 
penditute to tdtal incdoie ia, thettt- 
fon^ tower now than at the time 
of nattonalisadon. “Eastabiiduitfent”, 
which » the mo^ important itdn 
of expenditure, accounted for about 
54 per cent of total expenditure in 
1953-54; but by 1961-562 this pro* 
portion had come down to 45 per 
rent. Last year, however, there was 
the Tribunal Award raising the sala¬ 
ries of ei^loyees, and the expendi¬ 
ture on “Establishment” increased 
by more than Rs 1 crore as a con¬ 
sequence. Considering the volume of 
paper work involved in central 
banking operations, the increase in 
expediture on “Stationery, etc” from 
Rs 4 lakhs in 1948-49 to Rs 11 
lakhs in 1962-1963 seems quite 
moderate. Certain other items -such 
as “Agency Charges” have risen 
sharply. On the other hand, ex¬ 
penditure under the head “Direc¬ 
tors and Local Board Members’ 
Fees and Expenses” has declined, 
especially in the last two years. 

So much for expenditure. What 
about the Bank’s income? Have 
there been any significant changes 
in it in recent years^ The Bank’s 
Annual Reports are of no help here. 
They have always shown “Income” 
under a single head, .sweepingly 
titled “Interest, Discount, Exchange, 
Commi.ssion, etc”. A break-down, 
such as is adopted by the Bank of 
.Japan for instance, might satisfy 
the curious but the Reserve Bank 
IS unlikely to alter its time-hallow¬ 
ed pattern of reporting for that 
reason. 

Developm 0 nt Banks 

An Industrialist writes : 

SHKl T T Krishnamachari’h sWte- 
menl that the Industrial Finance 
Corporation would soon be “con¬ 
verted” into a development bank 
has caused some surprise .since not 
only the IFC, but also the ICICI 
and the SFCs are by their statutes 
expected to perform the functions 
of development banks. What then 
does the Finance Minister have in 
mind? Does he want just to rename 
the IFC or does he propose some 
far-reachiitg modifications in its 
operation ? It is to be hoped that 
It is the Utter course of action that 
T T K intends to pursue. 

The ciitfctoms which cap be level- 




tod; 'Ihitottodtoe ■ 

'DC. am, to « ipdater'mr fetoer mt-t' 
Unt, true also ^ die other Mmadsd 
insthutions. AH these toetitutieBa 
have hitherto contented theosselves 
with a pairive roto to the develop- 
ment procesa. Ilwy easnune, with 
a view to assistiag, projects which 
ask for thabr aasistancev but they do 
not actively initiate new projects, 
inviting entrepreneurs to take them 
up. An important function pf a 
develcqinieilt bonk is to initiate new 
projects and seek out the business 
talent that will undertake them. 
Hiis task is not performed by the 
existing iiutitudons. In fact, the 
raison d’etre of these institutions is 
to formulate projects for the pri¬ 
vate sector in accordance with Plan 
priorities and assist entrepreneurs 
who take up these projects. If the 
development banks considered this 
as the true scope of their functions, 
the planning and implementation of 
private sector projects would be 
much more' rational and purposive 
and, further, the latent entreprene¬ 
urial talent in the country would be 
stimulated into action. 

The second criticism of the work¬ 
ing of these institutions follows 
from the first : their approach to 
projects that come up for assistance 
is marked by excessive financial cir¬ 
cumspection. For vigorous develop¬ 
ment, calculated risks have neces¬ 
sarily to be taken. An accountant’s 
approach will foster neither new 
entrepreneurial talent nor new in¬ 
dustries. It is a pity then that ‘ac¬ 
countants’ should hold sway in thess* 
vital institutions. 

There is also the oiganisatioiial 
problem. At present there is little 
coordination among the activities of 
the ICICI, the IFC and the SFCs. 
If the IFC is to be made a central 
development bank, the SFCs could 
function as its branches. This ratio¬ 
nalised structure should be made 
principally responsible for indus¬ 
trial planning in the private sec¬ 
tor and for extending long-term 
credit. Then, between the ICICI 
and the IFC, diere could be some 
rational division of work, both 
working in clo» touch with the 
Reserve ^nk and the commercial 
banks. 

In such a system there Would be 
need for an expert group to formu¬ 
late sofoemes, examine projects for 
which as^stance » sought and weed 



Qtit tbcee ^at atto itsMiteiiXem 
dhe plan. The National IhdNteinil'' 
Devt^imiient Gorporattoa, itoueisivtol' 
by T T K Jiims^f «s the promoter* 
par (otceilenee of indtntrial gntetl^ 
could perform this functhm and 
sponsor industrial projects and un¬ 
earth enWepreneurial talent to exe¬ 
cute them with its activje aMistluiae« 

While there may be dififerences on 
details, the point to be emphasised 
is diat what is necessary is not to 
concentrate on any one of the 
existing institutions, but to build 
up an integrated system which 
would promote as well as regulate 
industrial development tn the pri¬ 
vate sector. 

Crude OH frkas 

JN its report the Government of 
Indias’ Oil Price Enquiry Cmn- 
mittee had argued that sinoe the 
petroleum companies get crude nit 
at a discount from their principals 
abroad, this advantage should be 
passed on to the Indian economy- 
What stood in the way of this, it 
was pointed out, were the Refinerv 
Agreements under the terms o^ 
which “the prices of the refinery 
products are determined on the basis 
of import parity, which does not 
take into account, at present, die 
discounts available from time to 
time, on posted prices of crude oil, 
and the benefit of the discounts is 
absorbed by the refineries/ oonsig- 
norg, without corresponding gain to 
the consumers”. 

Facts relating to the real prices 
of crude oil were little known till 
now and had to be mostly inferred 
from indirect evidence. The reieaee 
last month of an internal memoran¬ 
dum on oil pricing by Royal Dtrtch- 
Shell conclusively establishes the 
existence of varying discounts on 
crude oil which the major oil com¬ 
panies had maintained were avail¬ 
able only on a very small part of 
the crude s4ld in the ‘free’ ittacitot- 
The memorandum also gives reasons 
for the existence of these discounts. 
American oil companies outside the 
llnite 4 j States have had the prcdilem 
of disposing of their crude oil since 
U S commercial poliiiy did not per¬ 
mit them to send it home. Further, 
Russian crude supplies have been 
an increasingly important factor on 
the international market sinec 1957. 
Finally, tanker freights have also 
been going down since 1957. 
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ft'V .iltmie Mil niai^ and the, ^owel^ .ting on ainde 'dl fWM.jliefr main' 
*:* ^tuidc^ .MlM' iblP inthrnatioija} oil conipan»& Tla* qnesUoh needs 
X, ;Y]Sb|^opc^y have had to reduce their now to be mote throughly inveatJ- 

l|,4(,,’ Pitim, oi mide, oil and ihts they gated than the Oil Price Enqujry 

| f,‘ , jjave done by the technique of dia* Committee'Wa* able to do, »o that 
counts on posted prices. The affili- the benefit of the ' discounts avail- 

Vatcd refining companies m the able on crude oil prices can be 

■ 'various 'cotrntries get the hencfit of passed on to the Indian economy, 
these discounts, depending ujion the Jf India pould get the discounts 
'[ fCfining margin which they want to that Japan, fot initapce, gets the 
f'' ' chow in their books. Of course, saving of foreign exchange would 
?, tritnsactions between the affiliated be very substantial indeed, 
anfining companies and the crude , _ . 

ij- ' oil oligopoly are governed by their Cflino $ iraflU 
,■ ' ^taJ interest and need not show 'J’HE openly hostile phase of the 

Uie actual position. Sino-Soviet’ dispute , ha», Only 

- " Among the oil consumers, Japan “ '«ng Pf «od in vduch eco- 

fleams to *haVe got the highest His- nomic contects betw^n and 

, counts On her crude oil purchases; ™ Sdvjet bloc have been decJining. 

' othm have kiso derived this benefit, Perforc^i China has hpd to rely on 
depending upon their bargaining her own domestic ingenuity, and 
position which has been strengthen- what imports her reserves and wea- 
«d by the activities of the Soviet embargoes w»il permit. 'The 

, Union and the ENI, Italy, in the achievement has not been insignifi- 

world oil market. Some idea of the a"«* promises to expand even 

siae of these discounts can be had further. It will be even more siib- 
ffom the disparity between the stantial if businessmen in the West 
, ' Arabian Gulf posted prices of crude succeed in persuading their Govern- 

bil and oil products. This disparity ments that business is, after all, 

hat been growing since 1957 and business 

it i* now substantial. ^ , < > 

- , . , , The latest figures for trade bet- 

, If, >* interesting how tho conlllct China and Japan in the first- 

the interests of the oil pro- uarter of this year suggest' that 
. • dacing countries in the Mitldle jgga w,|l *e a return to the 1958 



• find the oil (ompanies has jgygj after the severe curtailmCiil 

brought to light this fact of dis- ^959 

/ counts eatliei than the oil com- bring it back to pre-war standards 
panics would have otherwise desir- ^.^en China provided Japan with 73 
■ Organisa- ^er soyabeans and 68 

tiM of Petroleum Exporting Coun- ber coal Japanese trade 

, trios hM been pressing the oil roni- China is now only about 0.8 

-panics for higher prices as their brr total trade, as com- 


• , r . * , , ui fu'r tritae, cuin* 

rdyaJ^ ^ receipts depend on these 20 per cent before the wax. 

The oil companie,s have thus -poday, by contrast, 20 per cent of 
■bchn to revea that they trade js with Southeast Asia, 

' boon unable to sell crude Oil 

OVeti M the present posted pntes States 
,' Shtfil'a ' memorandum on pricing is 

' iptctidad to back up this argument. Despite the vicissitudes of the 

ft is cignifipant that its publication Gold War and the embargo list, tile 

>, «^ncided . ■ with the visit of the pressures of America and Taiwan, 
,' ShClNSlary-General of the ■ Organi.sa- Japanese business has retained a 
itioH of Petroleum, Exporting Coun- belief' ip the long-term importance 
ttiiM to London to negotiate with of China as Japan’s natural land 
oil ronipanies on behalf of the now .fgst-expanding) market. Re- 
' Iranian Govyirnindnt. The implica- cent steps to strengthen the Araeri- 
-j, tiflin t»f. the memoraddum is that the can, dollar have emphasised the 
' tflMicfii of royalfj^r.^tid other pay- dangers of Japan's fweseht depen- 
’ -'hiriits to the oil tWhOU^ing oountrirH deuce and the attractions of China 

I . to be SCTtlcijl XHl, some liasis trade hgye , been ■ correspondingly 

, ithan the -posfqd price. enhanced. 

‘{4 important, Ip find out the LaM autumh, a memorandum on 
, -^pal .dhfounts Hie private vil long-lem hatter trade ww agreed 

tfW /'f ' : ' ■ ' , 

■ % 7 ' ' ‘ M , ‘ 


.figures 

Id tfiia' ineiMoiaiHlttat sritt -fiM 


also jhe added another 

ot^er trade on the privath baab ^^^^ 

istihg' .befeite ,lihd> 

August of diia vUar, iftier SRU^ 
soul-seavcbihgi Toje;^*' fttHficd h 
million contract with 'paymentii de¬ 
ferred over five y«^», * for' the sale 
•of a vinyhm plant to f^ina. This 
was the first' jagreement ai this kind 
and it constituted a significant, hew 
precedent. TT»e^ US • Government 
made its geueral disapproval' icnp.wn 
publicly, hut took ‘no jiosftive steps 
to press Japan to refuse ratific4tion 
of the rontract. ’ • 

In addition, Japanese firms hre 
expanding their .activities fgSt' in 
China. Two major trade fairs ex¬ 
hibiting dye'products of some 900 
Japanese firms will be held this au- 
tunui in Shanghai. and ^ Peking. 
Eariier this month a Japanese Trade 
Missio* .visited Peking to negoUktc 
the second year of the barter memo¬ 
randum 

Meanwhile, other countries have 
been probing the posibilities of traeje 
with China. Canada, for exaihple, 
has raised the quantify it is willing 
to purchase th'ie year from China 
frorii $ 4.5 million to $ 7 mil¬ 
lion. Britain ha-s just expanded 
its sales of sheet' steel, tinplate 
and machine tools to China, and 
orders for the current year are 
estimated at $ 2 million. After the 
successful ICI plastics ekhibition in 
Peking this summer, _ Brithh bus 
nessmen are unofficially following up 
this month with a visit to China 
The steel ■‘orders already placed by 
China with Britain are Hie largest 
of their kind to date, and suggest 
that an .even larger market exists in 
'China. - 

AH this is, by wdrid standard.*,, 
rather small game. But, small fl¬ 
it might be, it is a stt'aw , in the 
wind. Increasingly,,, 'businessmen 
operating in the .Wijst 'are going ic 
find,the restrictions «f the Cold Wai 
onerous ■— and Utewt pressure, 'f 
nothing else, will‘helil.'tp gradualb 
restore Chitta. td Hie ViM^-^df^ordi- 
nayjr c«}mmii«:h'iW 


.. ' . 'r > 

poj-pwslttirsj 

ri*; Batterefs^ fixav^ alw 
five>|)iuroe»ti^', ara waituig .<;x{ifect> 
an^y ihe ^nirtfrjiij Aasiip 
whidh mlj affict their - iortama 
one iway^ or the other. The Prime 
Minister, iwho hoide the key to Hhe 
changes, nutst lie ‘woR'deriiig Hby his 
last year# ^ouW be so clogged With 
(he mds^ pf politics; he vouTd much 
rather be^ over, the hille and lar 
away, in, sonte distant valley whe're 
no l^s have to be given,, where 
there is no need lor *flattcrers* and 
fixers. Yea, the general atmosphere, 
in Delhi is none too conduciv(^ to 
the Idealist whose earth-bound spi¬ 
rit dreams of seating. ' 

PrejiiileiitV Rnle, only'" Winy Y 

Nehru,'the local wags say, would 
have a Katnaraj Plan (6t Supreme . 
Court judges, particularly after the 
Kairon. business. The people are not 
concerned about the none too sa¬ 
voury reports and allegations about 
the bureaucrat who has been' restor¬ 
ed to his original position in the 
administration of the Punj'ab, but 
they, are ineerracd liy the tactics of 
a Chief , Minister who appears to rtile 
his Stale as if it were bis jirnale 
preserve. Now, the situation "is 
somewhat out 6f hand and it is ru¬ 
moured that there is a ‘Kairyn Plan’ 
imdei which the ' present Home 
Minister of the Punjab, Mohan I-al, 
will take over the chief mihistership 
after a month — that ip, after Kai¬ 
ron has ‘settled the .-affairs’ of his 
sons ' 

Of coarser if any one is respt^U- 
sibV for this chaotic stale of affairs 
in the Punjab; it is the Prime 
Minister himself. Ovef the years, he 
has placed too much faith in Kairon 
and created the legend thart he alone 
is capable of ruling this turbulent 
border- region. Even if this ap¬ 
proach was warranted* by the situa- • 
tion, the Prime Minister could have 
disciplinis^i^his' sgtrap long ago. To-s 
day, he is top powerful to be disci¬ 
plined'.- He can only be brrdcen. 
And, .inevitably, the situation deve¬ 
lops bcreashififly i^gprous/ovwf- 
tone^ ttifHl an acfceptable sUceesaor 
IS foiBid «ml given enough time to 


. .ifogneill 

entieiich. ;aoM8>]ly,‘„ wdtb ' 

the same Icth^ of methods I ' . ' 

■ Tfcwre. jire ‘^fflciencysaatperla’ 
who shaiMiaui ditali: ^ rot haa'gone - 
JlilM'dnep fit. h«ilain'''StatiBB;‘tfaiil* a , 
change of chief minnten will yfeld 
no ^improveinhnt ^ut only a paraUel ■ 
form of corrupting patronage back-' 
ed b^„ an ‘ajwaya wUlfn’ pol»w‘ 
force, thgi the only way ou£ ia,< tn 
order Pr^identN Rul« in these 
tea. arid {iush thrdugh u vimnMtt . 
clean up.. These views sound logi¬ 
cal in-a Punjab setting, whnreT Hfodu 
and Sikh have still to understand 
each other and where ’ powerful • 
interests are dedicated to ,carving 
out a new. State of Haiiyana, but 
what relevance has tine theorising 
in the context of Kashmir? 

’ Bakshi’s Snoeessor 

The Prime Minister 'has spent 
several days studying the startling 
implications of bis' dedsion to ac¬ 
cept the resignation of Bakshi Ghu- 
lam Mohammad. No longer are the 
demon.strations in support of Bakshi 
dismissed as of 'no connequence, -The 
1 tiling party, the Kashmir Nhtidna! 
Conference, has made h clear to, 
Delhi that u will not have a leader 
‘imposed’ upon It i^om outside 
an obvious reijeclioiy of the enligh 
tened G M Sadiq-Mir Qasim group 
A deeper, probe indicates that tnr 
Bakshi administration has < establish 
ed a ramified system^, of graft, nepu-^ 
tism and patronagq^ -which is now, 
sought tu bh preserved' through the 
nomination of Bakshi Rashid, the’ 
Secretary-General of the National 
Conference who is; at present a 
membier of parKainent. 

'As is always* the case with systems 
propped ■ jip fjy huiiU-^ Uvera of 
corruption, now' finds h <“*• 

tremeV difficit|t to easg the way for 
Sadjq’s prdirio|jbn.' Y^t, tjhis is, pre¬ 
cisely ,wWt wjji have to-be-'done if 
the l^Eiuhmiti pcap^ h> benefit 
Irote 4««f-clMniiiq»/whiqhjfth® Kama- 
raj Plan intends' to oariy through.' 
At fhe riioment the^ assumption is 
general that qs .soon as Sadiq in¬ 
herits .tin; povibrs a( Bakshi he tdU 
be able to cottsolicUite his positipn 
in, the National Conference, |»rticu- 


larly with thf aid irf the .ybur^ - V 
arid more dynamic Mir^ Qarfau S«i ; 
It would be wise io cafhtipn'-agaiitlit . - 
hver-confidence, for. the Vdb of the, 
etnrruptibn which , coixodea the flie 
of Kashmir is. widespiread ah^ h^ . i 
been woven at many levels, ’ 

'Aluhfus^vM In, Kfihwiiir ' -* ■ 

. yorlpus iaterottihg , aiternoih^' 
preset thrfttsefb^^ jhcluding the ’ 
cominuance Ih'dBpe Jbr some hton- 
th^ <rf Bdkshi GBulatn Mohaminad ' 
wi^ the t^cific f'chjeet of assisting ,> - 
the installation of* a Bc^ernment ap¬ 
proved by tfie Ceniire. ''l^f this dra^ ’’ 
tic step is found hecesaary! then U ' 
it likely that Other .parallel .moves 
will foHow the mierger -of the 
National ConfeiienQe> with the Cmi- ' 
grem Party and -fell freedom Iht /* 
opposition patties to function in’tbh," 
State. HiMe moves have been disf ■' 
ijusied ^t the, highest levels; H i« , 
.generally behaved that they will » 
consolidate* farther the int^ratjop , - 
of Kashmir with India and, will 
make possibly the setting up of a,, 
government more responsive to thO*' , 
criticisiri, of the people. That Bakshi 
Ghiulam McAiammacf may have fo be 
asked to preside oven jhu/transition , 
is Iroaic, -to say the leasi^ '' - 

, What of the other ‘bOrdCr States’? 
They, too, preset a dumal political ' 
front.. In (Jttar Pradesh^ a aencs . 
of faction fighu are prinnised. Jn 
Bengal, the outwa^.c^m k (Utowh . 
lo be nothing more (hap a conyeni-, 
eot posture for a weak and demo-, 
rafised administration. And Aslam ip 
still recovering Crom the' traumafie 
shock of last 0«;;t(d>er'NovembeV- 
Obviously, the ruling party in these. 
States is the least’concerned about 
the- Chinese pfcsence in.the norrfi. 
May ,be this, fact will' stir rfie Cdn-. 
gross High - Command to mspend 
some -of the leading factibnmists 
inrespectiye of whether fhey srfH . 
create trouble fropi,/‘outiddo the 
jdarty.' This fear of** disgruntled 
leaders embarrassing the party is'at / • 
la.ii dissolving and will, midqe .for , 
health. • 

.While these troubles have been* 
brewing,, the Prime Minister hde 
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M«£it« wUl bel Vte)> 
ClMtilfiBan <«{ ^ Plaiming Caiiuii»« 
litoii -r in «tfe«r wor^. effiocti^ 
Oa«i~ It is not yet clear whether 
tbfe FInmiing Catmission is to be 
given powers to ensure the impte- 
mentation of its decisions through 
cells attached to various ministries 
or whether it is to be cut down to 
a brains* tnist concerned only with 
the medhanics of planning, ^veral 
vital issues are involved in these 
decisions. T T Krishnamachari,. de¬ 
termined to build the dominance of 
the Finance Ministry, would reduce 
the Planning Commission to a re¬ 
search institute. Asoka Mehta will, 
therefore, soon have to deride what 


rale ' he . widhas ^ |tl^ >witlk>n ^ 
minietena! ’lestahiiddbest 

As waa to , be «q>ected, T T K is 
moving, to concentrate considerable 
power in his hands. Go^}tdination 
has been digested and attention is 
now focused on Planning. The Fi¬ 
nance Minister believes that this is 
the only way to get things moving, 
particularly in the sluggish indus¬ 
trial field. Indeed, TTK’s name is 
being linked with the theory ^at 
India’s economic future lies in 
opening up certain major industrial 
sectors of the country to private for¬ 
eign capital and that this cannot be 
done unless doctrinaire roadblocks 
to investment from abroad are re- 


^moirad. vW« hiay''9«t'MN» 
ditod, Uttered cOocetpU dt 
’ p«esm(tod again as original idtW < 

All fhis (^lecnlarioh, however^ Is 
meaningless — at least, until such 
thne as w« know whai the reorgani¬ 
sed government 6{ Jawaharlki I<^ru 
is going to look like and how it Is 
going to act. The ‘great march' 
staged by the Communist Party if* 
present its ‘petition’ to Parliament-^ 
the biggest demonstration witnessed 
in the capital for many years -r- 
and the growing favour of other op- 
.positional activity is a timely re¬ 
minder that the Congress Party can 
. 4 «lU> longer rely on its ‘brutal majo¬ 
rities’ in the legislatures. 


From the London, End 
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The Liberal Platform 


the annual conference of tlie 
Liberal party at Brighton last 
week, gave the Liberals their big 
chance to put their policy before a 
nation profoundly ignorant of what 
the Liberals really stand for. The 
main threads which were sought to 
be woven into a Liberal policy at 
the Conference included planning by 
consent, industrial partnership, tariff 
reduction, urban renewal, regional 
government, entry into Flurope and 
a class-Iess Britain. 

The trouble with the Liberal 
party is that, apart from such plati¬ 
tudes, it really has no clear-cut 
policy and freedom from the pro¬ 
spect of holding jxiwer enables it 
to indulge in experimental thinking 
which often turns out to be contra¬ 
dictory. Their election manifesto, 
“Partners in a New Britain”, con¬ 
sists of a string of wide-ranging 
policies. 

What a Liberal Government Will Do 

What, in the main, are the Liberal 
policies which emerged from the 
Brighton conference ? 

Parliamentarj reform ■ Much of 
the lime at Brighton was spent on 
arguing about how Britain should 
lie run and the debate on Parlia¬ 
mentary reforhi—the Liberals have 
made it very mucli their own sub¬ 
ject — which was the first major 
debate, showed how superficial Li¬ 
beral Billing on this subject has 
really been. Wl^at the Liberals very 


justifiably are seeking is a Parlia¬ 
ment better informed and more ex¬ 
pert at its job and a more inventive 
and creative civil service. 

Their proposals, however, do not 
go very far. The main proposal was 
the abolition of the House of Lords 
and a non-heredkary second cham¬ 
ber with two-third.s of its members 
elected on a regional basis. Parlia¬ 
ment itself was to be reformed with 
specialised committees, to ensure 
greater control over the executive. 
Great emphasis was placed on giv¬ 
ing more power to elected local au¬ 
thorities and a reform of the elec¬ 
toral system so that it more accurate¬ 
ly reflects public opinion. The 
proposal to reduce the qualifying 
electoral age to eighteen, was nar¬ 
rowly defeated. Commenting on the 
proposal for specialised committees, 
the Economist says, “How such 
committees would have made any 
difference to the two examples of 
executive irresponsibilities which 
Mr Thorpe gave in the debate, the 
Suez crisis and the decision to ap¬ 
ply for membership of the Common 
Market, he failed to explain.” 

Economic Expansion ; Here, the 
Liberals propose to set up a Minis¬ 
try of Expansion which will take 
over the funtions of the National 
Economic Development Council as 
well as those of the economic sec¬ 
tion of the Treasury and the Board 
of 'Trade. The Ministry of Expan¬ 


sion would become the driving force 
id economic policy and would be 
charged with the task of “preparing 
a five-year master plan .... laying 
down investment and production 
targets for major industries and co¬ 
ordinating their execution with in¬ 
dustry.” Despite the intense debate 
that has been going on recently ab¬ 
out a National Incomes Policy, no 
reference has been made to this in 
the Liberal election manifesto. Even 
more interesting is the fact that no 
mention is made of the Trade Uni¬ 
ons, either ! The party would also 
like to create an “Office of Mobi¬ 
lity” which would help movement 
between jobs and co-ordinate the 
work of employment exchanges. 

Prarlival Ptdiides Lacking 

While the theewy behind Liberal 
planning is certainly higb-mihded, 
die practical policies suggested do 
not raatdi this. Liberal planning is 
based on the principle that all gov¬ 
ernment action in the economic 
field should be part of a design to 
give all men true economic freedom 
to match their political liberty. The 
dHenuna lies in the fact that indivi¬ 
dualism by itself does not ensure 
economic liberty while collectivism 
Without limit ultimatriy destroys 
political liberty. It is brave but 
not enough for the Liberals to say 
dnt they seek to use a balance of 
the two in order to secure economie 
freedom without destroying prditi- 
cai Iffierty and individual initiafivte. 
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, tcleb^ m c«rt»ge H av^KKt for-the Libw«b 

;l|in ^^ |r « f Wwrt^^. fl«». lObit excite* ’lijui d^ined^ievel tA 
13w» move to nipe the taf. iwenty-nm^r cent to twenty-^ri* 
net for ivew hmwe* from 375,000 to per cent. The'Liberal shire of the 
SMfOIW a year was rejected after a national pdl U now static at 



.^»tit^ debate. However, the cOO' 
j^renoe accepted a 'demand for a 
ftennam , CoithcU of Housing,- 
lyates based on site values ahd mea> 
., aarcs'to prevent, land speculation. 

Agriculture : Here the Liberals 
rdematid a managed agricukura) 
market with commissions for meat, 
grain and horticulture. Britain 
shoqld take a lead in promoting' 
< Internationa i agreements on food 
and agriculture. 

Cornmonwealthi The prograinme 
for Commonwealth development 
received unanimous endorsement. 
It was suggested that the Colombo 
Plan framework should be extended 
to Africa, the Carribean and the 
Pafcific. Commonwe'alth scftoiar- 
. ships should bf increased, a Com¬ 
monwealth public service created, 
and , a Commonwealth enquiry set 
■'up “to advjse on the future of the 
remaining dependent territories. 
The demand for the repeal of the 
Commonwealth Immigrant Act >yas 
defeated but a resolution was car¬ 
ried which oontained a programme 
for Cotumbnwealth consultation 
on an immigration policy. Other 
items in the programme dealt with 
the National' Health Service, the 
Liberal Social Charter, education, 
science and technology, racial dis- 
<•rilnin^^tiOrt and penal policy 

Perhaps the best description of 
the confusion in Liberal thinking 
' was expresktl by a young delegate 
at the conference, who said, 'This 
Jtaorning we were all in favour of 
fegionaMam. This afternoon we 
are ^Itevers in centralisation. This 
morning we were .syndicalists, now 
’sye are statists.” 

End of , the Revival r 

r 

Does the Brighton conference 
indicate tbgt, the Liberal revival j.s 
noitt -spent? Tlie conference itself 
upeited against the badeground of 
the ikiUy Telegraph (^flnp Poll, 
whieh ^TOWs cold water on any 
hopiOk of a massiva Liberal revival 
at the ‘ae*f general election. The 
'poll, shojvs that in, forty opt of the 
eont^iRloiioies ■where L^ftU 
$i«t lor MOemd place, ^ per- 


per cent. While last year the Libe¬ 
rals scored 320 gains.in the borongh 
election, this, year they could only 
scrape together 81. The recent foi- 
tunes of the Liberals illustrate very 
clearly the polarising process by 
which, as the time for a general 
election draws nearer, both the Tory 
and the Labour parties / begin to 
attract votes away from the Liberals. 

Last year at Llandudno, thd Libe¬ 
ral party was.carried away by the 
post-Orpington glow. Then hopes 
ran high that ihe Liberals would 
he able to present themselves as a 
valid third alternative at the gene¬ 
ral election. This atmosphere was 
singularly lacking at Brighton. 

However, having said all this, the 
fact remains that the 1,600 Liberal 
delegates who came to the confer¬ 
ence were able to note the measure 
of progress that has been achieved 
since the last general election. At 
that time, the Liberals had only two 
hundred 'candidate's they could put 
up. but to-day it has adopted some 
470 candidates Membership of the 
jiarty has now doubled to 300,000. 
As far as local government is itui- 
cernod. Liberal representation has 
increased from 457 -counsellors to 
.1 total of 1,878. 

\yho Wilt Vote Liberal ? 

The Liberals like to see, them¬ 
selves as a “new and class-less party 
— a radn'al third force.'” TTie main 
essence of their appeal in the gene¬ 
ral election is that both main parties 
are class parties and therefore - do 
not wont the kind of changes which 
would be in the interests of the 
majority of the electorate, and 
hence they cannot take action to 
release the latent energies of the. 
British people. The inain Liberal 
theme is one of class collaboration . 
and the main vote-catching, appeals 
are based on their being a party 
above class wrth a dynamic leader¬ 
ship. The very title of their policy 
statement attempu to give this im- 
preasion: “fartnere in a New Bri¬ 
tain.” 

So far, their main appeal is to 
the miifdle class and they lack a 
foothold in the traditional working 



Tlie 

is that i«M> f 

group whMib it twiRttoeititS; 
CkruservahNiteB sopBptt lies ^tl. . „ 
Busmen n^’l^dtohr lun the 
The core of'-Libenil 'wvffpan ^ in 
the siiburht, ihe, apreadnig - -ttriMn 
areas whaqe iidubitaiUk ato .n(tt figB 
either to> the trade aruom or < tile 
traditional. up|xr clhwes,' flXiiet 
supporters 'invdve defristors ItUnr 
the two main parties who Sm iptUbe 
likely to chai^ bpek pt the line 
of the geiteral eleetion. At fnhsslit 
there appear tb be more d^eeftns 
from the Tories than from Labotir. 

Campaign to be Lamiylted, 

The Liberals to launch a 
campaign to counter the effects of 
Conservative propaganda about the 
dangers of wasting Liberal votes 
and letting Labour ih by the back- 
doot. They feel that if they can 
hold 2^ million votM, within their 
reach at recent levels, they will 
succeed in establishing a' third force 
on a national basis and give realky 
to the influence of a centre party. 
If fortune favours them this is the 
very best they can hope for, and it 
would certainly be no mean achive- 
nlent. But, Brighton made it quite 
'clear, that even with more than 
400 candidates the Liberals cannot 
hope to be returrted to Parliament 
in large numbers. The false Orping¬ 
ton dawn IS now fading away. At 
the close of the Conference, drawing 
what comfort he eould, Mr Grim- 
mond said that if the Liberals could 
not form a government, a ' solul 
block of Liberal MPs could influ¬ 
ence the whole thinking of the 
country and the attitude of what¬ 
ever Party might be ini power. 




^be Economic tmeedl!? 

Foreign Subser^tion Rate 
Due to incieasp in foreign 
postal rates it hto been found 
necessary to revise oiir foreign 
suBscription .rate. ^Fkh effect 
ftXMu July 1963, die aauual 
foreign subscription is Bs 34< 
50 b or $ -7. 

' A I^CIMAIIWU 
fiiMjites* lluMfer 
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Kantaraj versus Kadambini 


tlu bid Wo^^oi 
Q^ringhee, sometfaipg has 
hem httppeniitg to the Ca|ea<^ 
Press. Tm rcamn for this Woit^r 
is that, for all practical purposes, 
Kadambini has just about ousted 
Kamaraj from ^e front pages of 
Calcutta s four out of five main 
daily newspapers. Even if you are 
mystified by his plan and its real 
purpose or purposes, you must know 
who Kamaraj is. If you were ih 
Calcutta, you would be more in* 
formed about Kadambini. Not 
Kadambini of the touching Tagore 
short story, which poor woman had 
to die to prove that she had once 
lived, although something similar 
might or mi^t not be said about 
the evolution of die Calcutta Press. 
This Kadambini is a rhinoceros 
somewhere in North Bengal; she 
had apparently strayed away from 
some reserve forest and, since, has 
certainly landed on the front page 
of two important and serious dai¬ 
lies. More is being written and 
pictured about her than, say, the 
Chinese aggression or the great 
three anna debate. 

Animal World Dominateti 

Nor is Kadambini the only citizen 
of Animal Farm to dominate news¬ 
papers in West Bengal today. Only 
the other day we read endless ac¬ 
counts of Phulmala, an elephant in 
Alipore Zoo who had to be shot 
in sorrowful circumstances. There 
were also stories of a couple of 
chimpanzees who, we were told, 
did not like each other much; the 
names were Mohan and Caroline. 
Then there was the story of a mon¬ 
key kidnapping a human baby and 
doing it no harm. About the white 
tigers of Rewa, newspaper readers 
could apparently not have too 
much. There is much to be said for 
getting away from politics now 
and then, for politics can be a mor¬ 
bid obsession. Or, is there more to 
it than that ? 

If the animals have at last “ar¬ 
rived”, so far as the Calcutta Press 
is concerned, there are other arri¬ 
vals to report. Some foreign jour¬ 
nalists. from Australia or Canada 
or Britkin have been deputed to 
this •...country by the International 
Press Institute to improve our 


newswpers in udtich, po one can 
say ^re is rhom for Mprovd- 
ment. After Madras, Delhi, Bom¬ 
bay and other places some “ex¬ 
perts” have arrived in Calcutta; 
and, to put it mildly, ibey have 
certainly made their presence .felt. 
Several myw^apers now kxdc 
different, for better or for woiie. 
This writer is not in principle op¬ 
posed to all import of experts; 
after ail, English is their language, 
not ours. Worth considering, un- 
excitedly, are the sociological im¬ 
plications, for, whatever some 
might say, newspapers do count in 
at least West Bengal where the 
readership is serious and reads 
even leading articles. 

For this readership are being 
produced newspapers more suitable 
for countries m which the bus con¬ 
ductor and the factory worker and 
the shop assistant read newspapers. 
In India in general and West Ben¬ 
gal in particular they do not, yet, 
buy or read newspapers; their read¬ 
ers are the educated middle class, 
politically conscioits and socially 
aware. They may occasionally be 
amused by an odd story from the 
zoo; but their main interest is so¬ 
cial and political and economic. 
Tliey read newspapers mainly to he 
informed, not for entertainment. It 
may be that the Gilcutta papers are 
seeking a new, larger readership 
with brighter make-up and more 
“human” stories which, so far, 
seem to consist mainly of aninul 
stories. They may even “click”, 
‘“catch on”; one never knows. At 
the moment, however, the new 
journalism seems to contain more 
than a small element of escapism, 
conscious or otherwise Some may 
be getting away from politics be¬ 
cause they are unpleasant — or in¬ 
convenient. The last is important 
because at least some publishers are 
not free of direct political involve¬ 
ment. 

In a Vacttum 

It is not fair to criticise the im¬ 
ported “experts” too harshly, as thev 
have been in some quarters. If 
journalism were all technique and 
nought else, they would be worth 
their weiuht in gold, at least 14 
carat But, one likes to think, 


journalism is sora^iug nibre. Ybu 
haye to know your people, feel for 
tiiem both individu^ly and coHeCt- 
tiVely. Your reader is not as fa(»t 
less or anonymous os you may have 
been told. Of course you don’t 
give hhn only what he wants or 
what you think he wants; even then 
you would need to know what hp 
does want. This is where an ele¬ 
ment of unreality may have been 
imported with imported “expertise”. 
(Incidentally, “expertise” does npt 
mean expertness, a perfectly good 
English word; in French “export- 
iso” means a survey.) 

How is a young Aurtralian br 
Canadian to know u^hai it means 
to he a lower middle-class Bengali 
in 1963? Unknown to him are the 
springs of his emotions — the ttanB- 
fer of the capital to New Delhi, dm 
successful Gandhian take-over bid 
of the nationalist movement, the 
rise of the Marwari, partition and 
freedom, the continuing influence 
of the Bengal Chamber of Com¬ 
merce, the aggressiveness of Hindi, 
the quiet but steady transfer of 
property in Calcutta from Bengali 
hands to non-Bengali and a thous¬ 
and other factors that bgve shaped 
the complex Bengali i mind. It is 
easy, often necessaiy; to Change^ the 
lay-out, the typography, the picto¬ 
rial arrangement of a Press; more 
serious are the implications of 
changing its character. It is sug¬ 
gested here that, unless aH ate wary, 
the latter change may be round the 
comer. 

Dangerous Ckmer 

There is no excuse at all for 
dullness; and, let it be said, there 
was, is, plenty of it in the Calcutta 
Press or the Indian Press in gene¬ 
ral. 111086 who know Bengali pub¬ 
lishing will testify how, in recent 
years, the get-up of Bengali bo^i 
has improv^ "beyond recognitirui; 
the binding, the printing, the cover 
are all brighter t^ay. Yet it is an 
empty view of life, advocated by 
Madison Avenue, which holds the 
body dearer than the soul, die 
cover of a, book more iipportant 
than its writing, the padcage wor¬ 
thier of attention than its content*. 
The Press is worth ntAody’s atten- 
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From OEMAO A.G. We«t Germany 

We bring you their world-renowned range of heavy engineering.equipment, Includ¬ 
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From E.lt d«i Pont do Nemours A Company Ino. II.StA* 
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■^explosives, organic chemicals, dyes, petroleum chemicals, pigments and films. 
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ii. Ii' U '•tig* 
gepjl' 'tiait' *^di- 
^ «ny 

tb«ir} ^ect <Ai the 
ofi be xmly n««Uj 

«f« d(bm. ^ be wary 


■ etw^Ia miu<3|)al^^^ ^PkWi bf ^ iwfopBtKtexjY^ 

*““■ * “‘ “ , ^ A* St<^^ Fotter mi^M^ ' 


1 ^ warning i» jteoeasaty luecause 
the lodiati. f^rass is one of not 
■m^Oy ,'institutions left which yet 


tiM} fhe State' jcoiitrol* At amver^'’ 
sities:'^ the ,St|ne cdntrols ,6ioik col¬ 
lective eultuntl adivittes.' if the 
hndtcjnry ibta^ soinn inch^iendencn 
in some pocketi, .it it not becauae 
tiid-Stale has not been trying hard 
to fake it away. The Piiss has its' 
own,perils. SMne proprietow are 
less liberal' than pthers;'somh jour- 
naUatfless honest thah othoral' T^lic- 


adually cheatisg. Let tisTtovi^ 
bt%ht page WK? by all mnani. 
nOt atilj^ remeniber that* .twightpiMa- 
ia not alt; truth and cratvicticin ave 
dightly • more important. Ofi elaii, 
why not self stocks or coid w 
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Letter from Manila 


How Much Pianuing? 


typhoon ‘Oiiiat^' spread 
- deaPucdon over the Luzon 
mainland, reducing Baguio city to 
shambles' and causing several 
deaths, Presidept Macapagal df 'fte 
Philippines w^s busy electioneertne. 
Local elections are due to be held 
in mid-Novmnbef. Both the major 
parties, the ruling Liberal Party 
and the Nacionalist Party, are stak¬ 
ing everything in the forthcoming 
elections. Like the British Ideal 
elections, a good deal of impor¬ 
tance is attached to their results as 
an indication of the direction in 
which public opinion is moving and 
people base their guesses about the 
results pi the national elections on 
the outcome of the local elections. 

Bam-Stonnins Schedule 
Is it ahy wonder then that Pre¬ 
sident Macapagal should have set 
himself what a Manila paper des¬ 
cribed as “a hectic . bdrn-storming 
schedule”? In India, rightly or 
wrongly, ^ it seems eomevmat odd 
that national -leaders should engage 
in local '.electioneering. Perhaps 
wrongly for it is naive to think 
that, politics can be kept out of 
local elections. When the national 
leadefsbB dtasociafe^ itself from 
local pofitki the danger is that 
petty local issues' 'become too im¬ 
portant-in local fights. Moreover, 
whilp the 'nadonal leadership Can 
be dOpenided 'upon more not, to, ex- ^ 
ploit qate and religiiMia seminwnt, 
wheii iIk battle'‘ib l^t.tp dw. Iotqd 
lea^rship, campaigns are bound to 
take on .imch mbre irnesponsiUe 
form ' Mito it Bounk ao illogMSpl, 
to say that politics mould not be 
allowed 'to,.enter local elections and 
at the same time to maintain that 
elections at tire 'natsonal level proi 
vide ths veinr Basis of demscricy. ■ 
If poBdeS 'I h 'bad Wei'wC 


government, it cannot be good at 
another level. Any way, the Fili¬ 
pinos'take a liv% interest in elec- 
tionp at both levels. 

What is'interesting is that Presi¬ 
dent Macapagaf’s main charge 
against the Nacionalistas is that 
they had destroyed “good govern¬ 
ment” during eight years of power. 
He uses very strong words indeed 
when he deplores “the destruction 
of the country’s essonomy by the 
Nacionalistas which caused the 
price of rice to rise to pesos 3 per 
ganta -of commercial rice and' pesos 
1.20 per ganta of government rice”. 
A ganta is approximately equal to 
2 kilos and one peso is equal to 
Rs 1‘.26 nP. Macapagal claims cre¬ 
dit’ for having brought down the 
price of rice to 0.80 peso per ganta. 

It will interest people in India 
that the Philippines Goveminent 
which .otlierwise swears by private 
enterprise is deeply committed to 
the nationalisation of tradh in rice 
and com, the two most important 
staple food items of the Filipinos. 
At the moment,- however, private 
tcadere operate side by side with 
the Government rice distribution 
agency called thp R C A. And tbe 
people are not very happy with die 
way the R € A is iterating. True, 
'government rice 'pells at 0.80 pwo 
per ganta, but the complaint "is 
faearif often that die only people 
who .benefit right now p^et die 
b{a<!k-iDarketeera. A Manila paper 
carried the following story: 

A friend of oUn told u« how bh 
■neighboun, the iaotberand four ch^ 
ren, -have been making a living out 
out of the B. C A rice All Ibe five 
memben of the-family fine up every¬ 
day,-thereby bttring a total of five 
gantap. They wU -four gamat at 1,35 
.pmns a ..ganta,. making ,a. profit of 
S.80 pesos -# -dav. 


Any Indian reader df this ktortr 
will possibly recall several auw ' 
instances from his daily experieoo!. 
Thg sale of pugu at cobbled-' 
■rates at pr««nt will provide seve¬ 
ral. ’ . . 

In fact, die true posttion is that 
the retail price indme of all , 

stuffs for July 1903 was. 5 jpointe 
higher than in-June 1963-and'Com¬ 
pared to the level in January 1963, 
the price rise baa been over 2 per ; 
cent. The opposition is not going 
te take things lying down.. It is '' 
bound to coupter-attack MacapagaJ' 
by pointing out to this price rtse.' 
Moreover, Nationalists’ -record was 
not so bad after all, at least on the 
economic front. - During Ae first 
four years of office, 193356, natio- . 
nal output Increased at the annual 
rate of 6.5 per cent. In the second ' 
term, the rate slackened no dtiubt 
but the annual average was still ad 
high a$ 4.2 per rent Compare diis 
performance with the rates of 
growth in India, 3.3 per cent in ^ , 

First Plan period and 3JS4 per- ‘ 
cent in the Second Plan period,' 

Planning m Free Enterprise 

President Macapagal took a 'little 
■ time off the other day to attend a 
function which his wife, Evange- 
liat Macapagal, was presiding 
o'yer. This function was held to 
mark the transfer of ^ the goveni- 
mept-oWned Cebu Portland Cement 
C^pany to a private company; ' 
The President described this trans¬ 
fer of ownership from governfnent* 
to private hands as *'a intleatone in 
the development rf the free eokp- ■ 
p’rise system -in -this country”. Again 
arid a«in. one faeartf of the import- ' 
ant .role of free enterprise, whether: 
otm talks to goveminent econo-. " 
mists, bankers or polil^ians, 
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pm 4 m Pli^lipnMf V®rt» * 

Itt reoMit y*vn, particularly amw 
|4usMMigaJ ctm® to power, tD* 
olaiBiinK machinery has, if any- 
fUru, been strengthened. How do 
we^ncile the facts with profes- 
aioai? 

In the post-war period, no less 
than 14 plans have been d«r"p.p?‘ 
But, according to the LCArts 
1961 Annual Survey, “economic 
planning has tended to be more 
an intellectual exercise or a call to 
action than a specific bluepnnt to 
be implemented". Now Macapagal 
has set up a Plan Implementation 
Agency which translates the natio- 
nri economic goals set by the Na¬ 
tional Economic Council into speci¬ 
fic plans, year by year and pro¬ 
ject by project. The Agency w 
responsible directly to the Presi¬ 
dent himself and has already begun 
to influence the decisions of the 
Government, governmental agencies 
and semi-government institutioM. 
Therefore, there is no doubt that 
there is more effective planning 
today under Macapagal than there 
aver was in the Philippines. 

High Consumption Economy 

And still the bulk of investment 
has been and is made in the pri¬ 
vate sectors. If anything, the share 
of government in total investment 
has been falling in recent years. 
Planning in the Philippines, it w 
proudly argued, operates within 
the framework of private enter¬ 
prise. The Government holds a 
very important lever in its hands 
and this is the lever of finance. 


available but now fhat the peso hw 
been made fully convertible, it is 
no longer availaWe. . 

The very fact that the Philippine 
is a high consumption society is 
bound to pose a serious question for 
the economy when it is coupled 
with the other fact that population 
is rising at the phenomenal rate of 
‘i2 per cent. How will ^ Philip¬ 
pine economy step up its rate of 
domestic saving? If households 
continue to dissave, the other ways 
open are to allow profits to rise 
stiil further or to impose heavier 
taxation on households or to resort 



tq deficit , ^ 

saving will havp to to Wrweo fW# 
to mawtoin tte ex»th|g Mte Pf 
growd) of national income Be caMto 
with a shift in investment firoM 
consumer goods to investmoqt 
god^ industries, the existing rate 
of saving will yield a smaller rate 
of growto of output. The sttain on 
the eoon<»ny will be greater duui 
m the past decade end it will be 
interesting to see how the ^ Fili¬ 
pinos face the problem without 
affecting their basic policy of re¬ 
taining the free enterprise frame¬ 
work. 



n towards progress. -. 


lodla SteamtUp Co.. Ltd., hat 
a steady record of proireu... 
Since Indepeadeace, Its ton- 
aage has invested from about 
tS.006 D.W. tons to over 
200,000 D.W. tons—more toa* 
oage being still on order. 

Its services are also extending 
to various trade routes. After 
Initial consolidation in the 
India-U.K.-Continent trade— 
the Company entered the 
Indo-Soviet service to tbn 
Russian BUck Sea porta in 


1956 and later to Rumaoiaa 
ports. In 1959 the Company 
forged ttill another link in thn 
overseas with South America, 
and in 1960 it extended iu 
■ervice to Poland. 

Their experienee end r^utn- 
tion for fut, efficient nnd 
dependable service built on the 
penonal care given hy their 
experienced officers end crew 
to the cargo entruttetf to them, 
have earned them the goodwill 
of their customer!. 


SHir 

OT INOIA mAnSMIP conrANY 

MPUTCD sox m cAseo caai. imasNcr. oisf noamutt. 

imo ASW HOOBtN I»«n nWLT TO SWT THI NlSOf OF TM! TXAM 

A 

or stiwniso with india mAMtHip ceswAsiy. 
Tou wnx Also MILO TO coNOwn eonuoN 

IXCHANOI TOR INOIA 


The Philippines is a high con¬ 
sumption economy in the sense 
that a very high proportion of per¬ 
sonal income is spent on current 
consumption. Not even a casual 
visitor to the Philippines can fail 
to (Aserve this. The shops, the bars 
and the night clubs reflect this in 
good measure. Statistical evidence 
supports one’s observations. Bet¬ 
ween 1951 and 1960 households 
were in deficit pracucally every 
year, i e, they dissaved constantly. 
Private corporations had, therefore, 
to rely largely on government for 
supplementing the saving of the 
coiporate sector. This dependence 
on government for finance is used 
AS a lever to direct private invest¬ 
ment into channels that are rated 
in the Plan’s scheme of prio- 
lltips. deviously, exchange con- 
•t«4l w«s the otbn important lever 
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; iw by ClyAs V Kfeer, Princetoo tniwcfity. Prew, 1362. ^ Pp fe62, k l2.50. 

DMFqWntiiit I'crtility in Ceiab«t Imlia,. Edwin I) Driv«v Priacetod Univeisity, Press, 1963. Pp 152, '$ f50, 

hfgh fcirth raw of. „re«rarch 
•projectft. in" birth- control oyex 


last decade has drawn ndt a 
few caustit; conjaieiits on' the need 
for plannfojg this growing family. 
In juiswer 'to this the Mubank Me- 


queetion was. carefully worded th 
avoid arty impiicatien .that It related 
to “artificial birth control’.’ , Or'to 
“any other concept that a Well-in- 
formed Cadwlic. would oppose’’ (p 
179), The Princeton Study-'pinpoin- 

L-J -sL. ___a.*_ 


tnorial Fund and the Population ^ ted the connection of high fortilily 


Council jointly sponsored a confer 
cnde in New York in October 1900, 
and the papers presented there have 
been collected and edited by Clyde 
Kiser. Broadly spe^ipg they fall 
into two groups, one giving a pic¬ 
ture of research in this field ‘in the 
several areas of the ^ree world’ (the 
iron curtain countries had already 
been considered the year ’before), 
and the other devoted to more cri¬ 
tical consideration of research de¬ 
sign, measurement, motivation and 
communication. 

The Composite picture of ^ihe 
free world’ is undeniably deprewing. 
Of course participants are quiilt to 
seize on encouraging , factors : a 
paper on l.,cbanon by David Yaukey 
“indicates that very personal data 
can - be collected from Moslem 
women who have been widely re¬ 
garded as particularly unapproach¬ 
able on such matters” (p 596). In 
the West Indies and the Carribean, 
George Cadbury reports, “where 
contraceptive advice, and steriliza¬ 
tion are available, Roman Catholics 
lake advantage of them just as much 
as other religiou? . groups”. This 
•rounds encouraging, but he also re-, 
ports that “!he location of actJVe 
planned parenthood societies, «k- 
("cpt in the special ,case of Puerto 
Hico, is entirely in islands where 
there is not a Roman Catholic ma¬ 
jority’' (p 330)." The independence 
of the laity from the priests seems 
less ja other areas : in Santiagb, 


with education in the CaHiolic 
school -system. (On the other hand 
Jews showed a high degree of ferti¬ 
lity-planning success). Sydney Spj- 
vack’s unusual study of American 
doctors Incidentally encountered 
some opinions, the violence -of 
which, is all the more in contrast to 
the socio-economic level of the 
medical profession t one Catholic 
doctor' remarked, “the use of con¬ 
traception has no'more virtue than 
sodomy. It is just a sexual perver. 
sion” (p 207>, That religion exer¬ 
ted more influence in the American 
Studies than .any of the socip-econo- 
mite variables used was particularly 
significant in view of contrary pre¬ 
conceptions. 

Comfort for ,India 

Viewed negatively, such factors 
might provide'some' small comfort 
for India; at least there is no reli- 
raOus opposition to the idea of 
family limitation, at least the fami¬ 
ly structure does not include ‘visit¬ 
ing reIationshi|»’ as in Jamaica, 
which allow the nwm to escape the 
burdens of child support by deser¬ 
tion. And as far as people’s initial 
attitudes to the prospect of obtain¬ 
ing family planning information are 
concerned, the papers on projects 
in .India are by no meabs discourag¬ 
ing. But replies to initial -questions 
aVe not always reRable, as emerges 
in the description by S J Poti of 
his method for adjusting the inevit- 


Chiie, the, survey did not dare to , aWe discrepancies between the bus- 
broach the subject of contraceptlok, ; band’s end the wife’s accounts of 
' lit found the size of family consi- cOntraoefitive pta<;tice in a -giwrv 


rlcred ideal .was clearly correlated 
"ith fipquency of attendance at re.' 
ligious (Catholic), services. The 
“Growth of American Familiar 
'■tudy found glmost half the .CathO; 
lie wives intenhewed expressed some 
torin ojf :,^di|ia]^ptOTal .although thq 


period; still less are they reliable 
guidea' to atetibn,' as shown by die 
la^ntahly .israall pfoportion of 'mi- 
tialjy approying • women who sub¬ 
sequently adppted contraception. It 
IS true ilhat mote recent reporte on 
two the 'profac^, die 


Cejflon,, pilot projprt and the fltod ' 
Population Control Study at.Singur, 
here described by Arne Kinteh atid 
K K Mathen, show better multtf 
than were available at the time of 
the, conference • in terms, of use of - 
contraception and falling birth rate,. 
But such, results Were obtained only 
ovei^ a long pciibd, at great axpepje, 
and with high ixrcssiire home-visiting 
cfflnpaigps of a kind which in other 
cases have proved -unpopular (p 
12) or inelfectivc (pp 485-6), and 
which would be impractical on a 
national scale. 

This brings > us to sterilization. . 
The record-breaking sterilization 
camps in India only became news 
after this conference, hut Kumidini 
Dandekar’s project in ?ang1i was ; 
already underway in late 1959, and . 
her report gives'some indication of 
the demand. R'A’ Cfopalaswami' 
derives his commendable comments 
on the administration of / family 
planning programmes from a rom^ 

' parison of India with Japan. The 
spectacular fall jn the Japanese 
birth rate in the decade 1947-57 .was 
largely due to induced' abo»'tion at 
a rate of 12 per thousand; while ah-, 
ortion only diminishes the number ' 
•of childbirlhs by one, sterilization 
before the birth of the fourth child , 
can reduce thdt number^ by at 
lea.sti three, and a sterilization rate 
of five per thousand per antifiln 
could, therefore, achieve a similar' 
miracle m India, even allowing 
for a less rapid growth in the use 
of contraceptive appliances. He. 
givc.s an encouraging assessment of 
the cost of such a programme,'esti¬ 
mating that a free supply of cheat 
per (and less effective) * contracep¬ 
tive appliances to aji poor people 
would cost some^ five times mofe 
per head of the total population per 
annum. 'His reference to the 
Japanese experience is itnportdnt; 
most of the papers in ^hia aectfon, 
and especially the twp tin’ Japan, 
suggest ^at. parpitts' in, the under- 
■^divelppea cotmtries 'wfljpld cathtar 
take rem^ial than preventive -' 
acdOn^ ^M8 avoiding the .continual 
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Tata-Fison and Rallis have com¬ 
bined their separate marketing 
organisations into a single, unified 
service. For the future, all Tata- 
Fison products will be marketed 
by Rallis'Fertilizer and Pesticides 
Division The merger will prove 
of immense benefit to the Indian 
farmer. For the first time, one 
integrated service will provide 
advice and products covering 
both crop growth and crop pro¬ 
tection throughout the country 
.a notable contribution to the 
cause of agricultural progress. 


Ikn-FiSON iiND RftUJS-> 

' U.P., Bihar, Bengal...” said Tata. 

“Madras, Kerala, Mysore...” Interrupted Fison. 

“Maharashtra, Gujerat,” cried Ralll, 

not to be left out. 

“North, South, East and West—we’re 

everywhere at once,” they said together. 
“We’re really very good in the art of 
distribution.” 




Jboi^ ciir«{ul (p SOC^), 

thM lliejr prefer to fam liieif 
(^Idren «s soon t» th^ «re mu> 
rted, only tbttdcin|S of umsily lilpi- 
tatj^on wiien they already have 
th^ or four. While the v-hstter 
would rainimiee the major mlad- 
vaatage of sterilization (ita irrO' 
veraibility) the former suggests 
why, in common with abortion, it 
could succeed when other methods 
fail. But the conference was not 
unanimous; in summing up, Fr^nk 
Nolestein stated, “it is not likely 
that a population too weakly moti¬ 
vated to use the simple and effec¬ 
tive means of contraception that 
are available will, turn en masse 
to sterilization” (p 607). 

Despite the fact that throughout 
the book there is no discussion of 
the advisibility, as opposed to the 
feasibility, of sterilization, both R A 
GopaIa.swami and K V Daiidekar 
make a point of justifying it; in 
doing so the former politely criti- 
(iset. the ‘orthodox school’ to whom 
“it is obvious that the use of con¬ 
traceptive appliances is the only 
possible way of practicing family 
(ilanning. They recognise no other 
method” (p 71). This foreshaddUva 
J Mayone Stycos’ scathing attack 
on the International Planned Par¬ 
enthood Federation for its medical, 
middle-class, and feminist biases, 
which lead it to adopt quite im¬ 
practical approaches in underdeve¬ 
loped areas. Evidence gleaned from 
other papers here suggests that 
these approaches are not entirely 
appropriate even in developed 
areas: for example, “A Guttma- 
cher remarked that sterilization 
does not need to lie sold to the 
American public. One popular 
aiticle he wrote on sterilization 
brought a response of 3,000 letters 
"ith one theme: the writer’s des¬ 
perate need for thi.s totally effec¬ 
tive method” (p 383). David 
Glass’ excellent survey of the chaos 
of studies, and non-studies, on 
family limitation in Europe spot¬ 
lights the role of abortion in the 
Scandinavian and East European 
I'ountries both in reducing the 
Inrth rate and in starting some 
''ort of contraception movement 
Donald Bogue reports that among 
the artificial methods most effective 
in reducing the birth rate in 
Europe and America both in the 
nineteenth century and today, “the 
condom is king” (p 518), and yet, 


^yboa «xpwtulat«i, **e}ink!i ialeinff 
tbriir orimtlttion from Plcmied 
Parenthood rarely recommend it or 
iriilLe it readily avaiiiable” (p 4%); 
fortunately, givm the ^itxgency 
of the 1920 act, it is not defined 
by law as a contraceptive in France 
(p 233). Demographic hiatorianB 
generally credit coitus iniermptus 
as having a major reqxinsibility for 
decline in Western fertility, yet 
Stycos presets numerous samples 
of the disparagement of this 

method, despite the fact that no 

serious research has ever established 
whether withdrawal is in fact 

harmful physiologically or psycho¬ 
logically: among other examples 

here he quotes an unfortunate re¬ 
mark by an Indian Army expert, 
“Coitus interruptus is only men¬ 
tioned to Le condemned”. 

The second group of papers in¬ 
cludes sections on research design 
and measurement which contain 
many valuable comments on statis¬ 
tical problems and the control of 
variables, and a section which 
brings news of recent physiological 
experiments in fertility control. A 
paper hy Christopher TieUe con¬ 
cludes that the most important rea¬ 
son for contraceptive failure is 
irregularity of practice, and that 
“use-effectiveness oi a method thus 
becomes, to a conriderable extent, 
a function of its acceptance” (p 
369), so returning attention to the 
focal point of the conference, 
motivation, which is the prerequi¬ 
site of acceptance. 

Motivation and Communication 

It is in the section on motivation 
and communication that the confer¬ 
ence really faces up to the problems 
posed during the early sessions, 
and this is the roost lively and im¬ 
portant part of the book. A general 
agreement prevails that there is no 
philosopher’s stone to turn all into 
gold, no one answer to the problem 
of acceptance, and that in the ab¬ 
sence of any accepted theory of 
motivation, explanations of beha¬ 
viour should pay great attention to 
the situation in which the individual 
is acting. Ronald Freedman typifies 
this approach in his functional in¬ 
terpretation of social values about 
family size; his remarks about the 
value of children as labourers in 
family enterprises or safegfuards 
for old age security in an under¬ 
developed society are more common 


odtiMboy 4an hia Baat 3 faiiii of the fo)« 
of die family ib eontemporary 
America. He suggests that diere 
children have the status of conm- 
mer goods, things to be enjoyed, 
and ^at fertility levels will thus 
depend on the rncome-elasllcity of 
demand for them. In comimnting 
on the Princeton Study’s not finding 
any relationship, contrary to ex¬ 
pectation, between social mobility 
and more effective family planning, 
he suggests, “it is precisely in such 
a mobile and specialized urban 
society, where people learn to ex¬ 
pect and plan for change within 
reasonable limits as part of the 
routine of life, that the nuclear 
family has the unique function of 
serving ttie individual as the only 
continuing primary group which 
he can carry with him in his travots 
through space and society” (p 226). 

The same sensitivity to social 
rontexts marks Donald BogPe’s 
“tentative recommendations for a 
‘sociologically correct’ family plan¬ 
ning programme in India”. Ho 
picks out lack of communication 
rather than lack of motivation as 
the essential weakness to date, stres¬ 
ses that attempts at persuasion and 
creation of a panic atmosphere can 
never be effective in obtaining a 
long-term change in behaviour, and 
deals most effectively with tlie view 
that there are psychological techni¬ 
ques or ‘gimmicks’ by which basic 
values can he changed independ¬ 
ently of the social situation. Inte¬ 
resting in this connection is Minoru 
Noda’s distinction of two stages of 
economic motivation to limit family 
size: the first, more primitive, moti¬ 
vation is merely to maintain family 
livelihood in a world of economic 
chaps; the second develops in con¬ 
ditions of economic wellbeing and 
stability when people desire to 
raise their living standards continu¬ 
ally. In support of this he cites a 
.survey made in Japan in 1958 in 
which people were asked their aim 
in life, and a high percentage of 
both worke.Ts and peasants replied 
they wished to enjoy life rather than 
become rich, serve public welfare., 
or maintain livelihood. Another new 
approach, to communication rather 
than motivation per se, was Stycos 
and Kantner’s system of ‘leader’ 
distributors in Puerto Rico; its en¬ 
couraging results at that stage do 
much to support Stycos’ criticisms 
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clinicAl approadt» 
ms^rctevfelolied cauntries. ' , 

■‘' l^ijs general- Wial’ approach to 
" ttetivation has ttie merit of induc¬ 
ting awpUcisili as to the reliability 
, of ioMrview opinions us guides to 
behaviour. This scepticism is ex¬ 
tender to reasons often cued in 
. India as 'accounting for tlic failure 
to practice tontrareption, such as 
storage and disposal diflioulties, and 
lack of privacy. Freedman com¬ 
ments, “the high birth rate suggests 
that lack of privacy is not a deter¬ 
rent to sexual intercourse in India 
and similar countries, so perhaps 
this factor is exaggerated” (p 617). 

One of the most important func¬ 
tions of this confeiciice was the 
duiineation of .specific areas of ig¬ 
norance where assumption is still 
accorded the respect due only to 
established fact Notable among 
these .were the effects of ioitu% in- 
terruptus, thp po.ssible temporary 
sterility produced hy warm water 
applied to the testicles (a view first 
advanced over thirty years ago), 
the role of the notorious mother-in- 
law, the imporuiicv' of apathy and 
even antagonism among the admi¬ 
nistrative and professional person¬ 
nel, and the relevance of storage 
problerns, sleeping arrangements, 
basic family structure and patterns 
of sexual behaviour to fertility 
Variables. 

Unsurprisingly the overall con¬ 
clusions of the tonfeience were 
that there was much to be done. 
Administrators were greatlv out- 
numbered by researchers, and occa- 


•“’'‘V' • i *.'^ 4 ' 7*1 * i r' 

" 

- aipnaliy . coagslaints .about ftaei^' 
' tuiAwn thet ingfa, but then 

seemed e general aatisiection that 
the diKussiona served to' clarify 
rather than liarim government pro¬ 
gramme!), and subs^uent develop¬ 
ments in the' latter, espcxiially in 
India, are a tribute to the signifi¬ 
cance of the conference. 

Uifferential Fertility 

Edwin Driver’s book is a thorough 
and competent account of his study 
of feitility in the Nagpur district in 
1958. His findings Indicate that 
fertility patterns are quite similar 
for couples who are distinguished 
on the basis of 'either place of resi¬ 
dence, occuparional class, or income 
fevcl, but dissimilar for those be¬ 
longing to different religions,' castes, 
land ownership groups, or educa¬ 
tional levels. Of the factors which 
might explain these differential he 
could only examine rates of Widow¬ 
hood and spinsterhood, sterility, 
use of birth control^ family struc¬ 
ture and age at marriage; none of 
these appeared relevant, though 
there was a slight positive assbcia- 
tion between young age at marriage 
and high fertility. On^ the other 
hand knowledge, as opposed to use, 
of birth control devices and inle- 
rest in family limitation were greater 
in the city and among couples be¬ 
longing to the minority religions, 
the professional class, and the 
higher income and educational 
groups The best 'chapter is devoted 
to a discussion of the joint family, 
a variable which has not received 



eno! 

Othe: 

statistics • k CtMapft^twgfy .' knv^ 
Driven nierofy stated that.hii-filM. 
ings .partly Ag»e, and paiitty db- 
agrw, wUh tbo^ of atud^ 'conduct' 
ed in other areas Of India^ <aiid 
concifides qidte simply/-“the kiadi, 
of fertility di^renUAl 'wUl^ de¬ 
pend in part oh the arda of study*'. 
J’hjs is undoubtedly true, but Wmn 
enunciated eS the last sentence, it 
does bestow undue attention-on g^u- 
graphical .location, a variable of 
little explanatory power per se, gnd 
tends td confirm the impression that 
this study has concentrated. more on 
the ‘what’ than the ‘-why’. 

Nevertlieless, in the absence of 
previous studies on 'Central India, 
ins data are - very welcome, and 
should prove of considerable use 
not just to Indian administrators 
hut to the thoughtful demographer 
at large. The first hoc^, hy Kiwr, 
18 of course a ‘must’ for demogra- 
pheri family sociologists and gov¬ 
ernment planners; and despite its 
weightiness and its orientation to¬ 
ward.? research it is of considerable 
value to that darling of reviewers, 
the layman interested in the pro¬ 
blems of development. For the pro 
blems encountered in rapidly reduc¬ 
ing the national family size a!re to 
a large extent the same, as those in 
rapidly raising national output: a 
regrettable covariance when the 
failure of the one can only be com¬ 
fortably met by the success of the 
other. 


freedom is in peril, defend it with all your might 

. —jawsliarlat Nahrv 


DEFENCE IS YOUR JOB TOO 

To aqiiip a Jgwan at tha frontlina adaquataly, fifty to 
hundrad peopla will hava to work on tho homo front. Moro 
and more mstariols and luppllas sbould flow to moot tho 
fTowinf needs ef DefeneeC 

Your job If vitil. Work roMlutoly to oUininata sladinaw 
and wasta and rafM national ■ af H d au e y . 


YOUR DISCIPLINE IS INDIA'S STRENGTH 
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' /The of ebseplee laiuifierHism and iaiermedianes- in ttgriadture and (he faiiute/to effe^ 

didrih^d^n'dt toad hy fixing ^eilbigs: on Ifind-holdingh are to hme 'M to ' the growth of • OwheT'fttrmhg 
uM Airtd iahoitr, or chpitalise farming. ' • , \ “ - < , 

•’ * fn this contexif of ovmer-ftirming, atudiosi of wage-profit reiaiiopships could threw, some light on'the 
prmaUing paderas of distributive 'relationships in agru^turO. ■ - ’ 

' 4 stud^ of this type in of particular relevance to -Andhra as, according to the Farm Managctnetd 

Studies, the proportion of hir^ labour to the total labour input was found'to be the highest, (around 7b • 
per cpnl) in the Delta region of Andhra,- . . i ^ , ' , ' ' " ^ 

An attempt is rnade below to study seventy five farms operated wltolly ' through hired labour shunted 
tn the three distinct economic regions of Andhr-a and to -draw certaih inferences on the relative shares pj , 
wages and profits in Ithc net output per acre of some rep'oesehtalive crops. ' ' ^ 

{This paper has been prepared m the Institute of FJccmbrnic Growth, Delhi.} . - , 


fjpHE oalimt^les presented below iare 

based on data collected thraugk 
field survey for the year 1959-60 as 
well Os on published data. Net out¬ 
put is obtained by deducting from 
the value of gross oi^tput, current 
expenses on seeds, manures, feitjU" 
sera ^nd feed of animals and dwpre- 
<iation on fixed equipment such' as 
fanh-structures,' plough-cattle and 
implements. Profit is defined as 
the return on land, capital invested 
and entrepreneurial functions and 
is. the residue after deducting wage- 
costs from net output. 

The eban^ }n wage-profit rela¬ 
tion are studied fwoadly under two 
sets of conditions: first, "where the 
technique of production has been 
constant, implying' thereby a con¬ 
stancy in the ^ysical quantities of 
input factors and output per acre; 
secondly^ where the technique of 
cultivatiori been changing caus¬ 
ing a change both in input-structure 
and physical output" jjcr acre. 

Under Constant Techniques 

The first kind of situation ia con¬ 
ceivable for quite a,large area where 
the methods of cultivation have in 
fact remained,' by and large, un- 
'"hanged, Under ’ such a situst’on, 
the divergence between the i;eladve 
shares of wages and profits could 
arise due fij the relative changes in 
wage rates and prices. Since a con- 
Riderahle .prdoortion of the wage¬ 
bill in agriculture consists of oay- 
mems Jn kind, mostly in the f6rm 
of foodgraina, it may' be useful to 


aualyse the . wage-pepfit "relation 
Separately for regions producliijf 
mainly food, crops and for regicns 
where non-food crops are signifi¬ 
cant. 

Taking the predoininantly fpod- 
crops-growing Urea first, insofar as 
the wages paid in kind are relative¬ 
ly sticky, they can be said, to vary 
in value with the prices of the CrojM 
concerned, A change in the rela¬ 
tive shares of wages and profit 
could then arise only due to change 
in cash-wage rates. The determin¬ 
ants then are : 

(a) changes in cash-wage rates 
vis-a-vis changes in prices of food 
ctope, and, 

(b) the size of the cash-tvage 
component of the total wage-bill. 

In areas where non-food (or com¬ 
mercial) crops are significant, 
apart from the above factors, two 
other factors, -viz, changes in the 
relative prices of food aUd non¬ 
food* crops and in theff relative 
tagnificance (both in terms of area 
and value of outpmt) are relevant. 
If a significant proportion of wage* 
in kind consists of foodgrains, a 
rise in the prices of rgsh crops rela¬ 
tive to those of foodcrops raav re¬ 
duce &e share of wages relative to 
" profits. Conversely, ijf the prices of 
foodgrains rise faster than those of 
caih crops, the relatiwe share of 
wages may; hise; J(t^ii hdwamr, as¬ 
sumed that the prices nf other Innut 
factors, such M bullocks, imple- 


ments, etc, do pot change to neu¬ 
tralise significantly the effects of- 
variations in wage rates and pri- . 
ces. This assumption is justified ' 
because the Value of these inputs is . 
much smaller compared JU Cither 
profits, or wages and also because 
the prices of some of these factors, 
eg, fodder and bullocks, tend to i 
vary in the same direction as those ■ 
of food-crops. However, in arriv¬ 

ing at the precise estimates of wages . 
and profits ait different points of 

time, allowance has been made for. 
variations in the prices of those 
inputs. 

“ ' I / 

Under Oianging Teehnique* ' 

For the sake' of simplicity and as 
limiting cases in the region under . 
study, let us take two. types of chan¬ 
ges in technique ; (a) chaugm , 

which result in inc-easerf use , of 
labour and in an increase in the 

physical yield pc*- acre. This may 
range just from the use of ferri'iaers 
to more radical changes in metboda 
such as the adoption of trdnsplant- 
ing or the Japanese methad in dbe , 
cultivation of rice, in prefc’-encc to 
the broadcasting method; (b). re*' 
placement of human labour bv 
tractors and other machine* which 
play change the co.st-structnrc hut . 
leave the physical output ppr acre 
unchanged. Under tyne (a) the 
wage-profit shares deoend on the in-'' 
creraeotal Igbnuf-net ou^not ra¬ 
tio. Allowing for the addi^'-'nal - 
costs on other innurs }{-the ratio of 
increase in wage-bill to the value 

1693 














'in.'iwt m hwae ,mb «l die ik«iw %«gM 

in di« net ontpui is {mum} tn l>e 



dte <r«tii(> (ukder die 
pf^(»ai techiwitKi, tb^ tboui^ tfae 
abiotiite abate of wages io tbe tMal 
iKt m^t wfll Jw holier, tte shAte 
of 'Wages relative to profits will be 
lo^r. Under type (b) the rate of 
wbstitution between labour and 
madiinery — expressed in terms of 
value, the ratio of diminution in 
wage>bill to die increase in costs on 
machinery — determines the wage- 
profit shares. If machinery is, in¬ 
troduced to increase profits (as one 
would expect) and not merely to 
get rid of troublesome labour, then 
the share of profit in the net output 
will rise both absolutely and rela¬ 
tive to wages. 

Turning to statistical data, let us 
first consider the case of the deltaic 
regions of East and West Godavari 
and Krishna districts, where aiiout 
80 to 90 per cent of the cultivated 
area is under rice, and transplattta- 
tion has been practiced for more 
than a decade. About 50 per cent 
of the wage-bill in 1959-60 (in the 
villages surveyed) consisted of 
payments in kind, mostly to per¬ 
manent farm servants. The farm- 
harvest prices of rice were aboisIKia 
per cent* higher compared to 1949- 
50, whereas the wage rates of ca¬ 
sual labour (wrighted averages of 
male and female labour for ditfer- 
cnt operations) had risen by 45 per 
cent.f Since the value of wages in 
kind varies with the prices of llie 
crop concerned, we get an overall 
wage-price lag of only 5 per cent. 

Stable Shares 

In the deltaic regions, even tlio 
cash-wage rates tend to keep^pace 
with the prices because of the inten¬ 
sity of seasonal demand for labour. 
Owing to mCnoculture, labotuiMS 
required for the whole of the culti¬ 
vated area durmg sowing, weeding 
and harvesting seasons which hap¬ 
pen to be relatively shorter in this 
region. Assuming constant produc¬ 
tion technique, i e, constant physical 
inputs and output, and making 
allowances for changes in the pri- 

* Sources of price data; Govern¬ 
ment of Andhra Pradesh. *' Hand¬ 
book of Andhra Pradesh Statistics ” 
(1956); Government of India, 
Agr/fultural S’tiuuion in Iniia, 
(1959-60)’; and Survey data. 

t Sources of wage data; Govern¬ 
ment of India. “ Agricultural 
Wages in India ”, Vol 1; and 
Suri^ data. 


constant around SSt per cwt in the 
two pMiods, ie, 1949-50 and 1959- 
60. It is assumed that the increase 
in yield per acre between the two 
periods in the d«rita region is main¬ 
ly due to the application of fertilis¬ 
ers. In arriving at these estimates, 
the effect of fertiliser-input on yield 
over this period is isolated by means 
of the input-coefficient of fertilisers 
estimated by the Indian Council' of 
Agricultural Research through ex¬ 
periments conducted in this area. 
These estimates indicate the exis¬ 
tence of a more or less stable rela¬ 
tion between wages and prohts in 
the delta area. 

Fluetualing Sliares 

In some of the upland districts 
of Rayalaaeema, according to Survey 
data, about 48 per cent of the culti¬ 
vated area is under commercial 
crops such as groundnut, chillies 
and cotton, accounting for about 55 
per cent of the value of total out¬ 
put. About 84 per cent of the total 
wage-bill consisted of payments in 
kind, about two-thirds of which 
being payments to permanent farm 
servants, mostly in nee and jawai. 
Between the years 1989 and 1949 
the farm-harvest prices of rice and 
jawar rose by 295 per cent and 280 
per cent respectivedy as against a 
rise of 602 per cent and 472 per 
cent in the prices of groundnut and 
chillies. The cash-wage rates show¬ 
ed a rise of only 146 per cent, thus 
lagging behind the prices of both 
food and cash crops. This must 
have caused a reduction in the 
share of wages relative to lhar of 
profits. 

Between 1949-50 and 1959-60, on 
the other hand, the farm-harvest pri¬ 
ces of groundnut (which alone ac¬ 
counted for 45 per cent of sown 
area and 41 per cent of the total 
value of output in the year of Sur¬ 
vey) declined by 26 per cent as 
against a .82 per cent and 26 per 
cent rise in the prices of rice and 
jawar respectively. During the same 
period, the cash-wage rates rose by 
about 57 per cent. There must have, 
therefore, been a change in the 
shares of wages And profits in fa¬ 
vour of the former. TTius the shares 
of wages and profits seem to flii-- 
tuate under the existing modes of 
wage payment, where the rmn-pat- 
tern is significantly diversified. 


HifAeV 4f isr! 


Let UB now consider a chAhge 
the technique of production aitd 
start with the effects of using 
lisert. Accoriling to the experb 
lAents conducted for three years by 
the Indian Council of Agricultural 
Research in the deltaic regioa el 
East Ckidavari, a combination of 
ammonium sulphate and super pfao* 
sj^hate, maunds each (this com¬ 
bination appears to be more com¬ 
mon in actual practice than other 
combinations experimented with), 
of the total value of Rs 30 per 
acre, would yield 6.3 maunds of ad¬ 
ditional paddy of the value of Rs 
75.60J. In areas already irrigated, 
the application of fertilisers results 
pSrtly in the more intensive utilisa¬ 
tion of existing resources such us 
attached labour, carts, bullock 
labour, etc,, and involves additional 
cost for spraying in the field and 
then for threshing and packing the 
additional output. The additional 
expenditure on labour (estimated 
from the Survey data) comes to 
about Rs 9 per acre which gives an 
iucrementary wage-net output ratio 
of I : 5. If we extrapolate the figu¬ 
res of physical input.? and output 
relating to the year of Survey to the 
year 1949-50, on the basis of the 
respective wages and prices and 
allow for the changes in the inputs 
of 'fertilisers and labour as also in 
the output, the share of wages in 
the net output per acre shows a 
decline from 32 per cent in the 
year 1949-50 to 28.5 per cent in the 
year 1959-60. 

A change-over from the broadcas¬ 
ting method in the cultivation of 
rice to the transplantation method 
necessitates additional input of 
water, labour and manure, etc, al¬ 
though the seed input is considerab¬ 
ly reduced, sometimes even offsetting 
completely the inc-’eased costs on 
other items. Investigations showed 
that in the upland region (Rayala- 
seema), where over SO per cent* of 
the rice area is estimated to be 
under the broadcasting method, 
wages constitute 52 per cent of net 


t Indian Council of Agricultural Re¬ 
search, Indian Farming, April 1958. 

* For an account of the area under 
different methods of rice cultivation 
and their relative remunerativenew 
in different revions of the State see 
Government of India: “Rice Revo¬ 
lution in India 
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ijt,fa^?v^'VtTT^ .-' ‘ ;' ' ! ■ 

aii'',|igiwii(¥t, 26 i 5 >’l>er' cent in\ 
K^. dtttet «r«a where the transplant 
. ^ihn metibod i* cemmon and SI 
';'i>ei;^ c!eiit in the Telangana area 
while” the practice of trahsplanta- 
«t«>n h epjeading. We do not know 
Wh9.t ,,the share of wages would M 
■) <t^icler the Japarrese method of culti* 

’ vation, liowever, smee the Japanese 
method has much in common witli 
the transplantation method in the 

• matter of an increase in the input 
of'Water, labour and manure and a 

• ^ddetion in the input of seed and 
a significant increase in output, it 
appeals that , under the existing 
wage rales a sliift fiom broadiast” 
mg to tlic , JapanrsL- method would 
j&sult i-n incK'n«ing the diare of 
profit idativc to w'ages. 

Japaneoe. Meihoa Not Favoured 

It would thus appear that as bet¬ 
ween different metliods of cultivation 
a larger out]ml jist arm is nsscx m- 
ted with luiger absolute share of 
liQtli wages and profits, but with a 
' lowfir share of the former relnlive 
to that of the latter. In the delta 
region, the metliod of cultivation 
bos relatively imimivcd and prodiu- 
tivity per acre is already bigb and 
the adoption of the Japanese me 

• ihpd under the existing wage rates' 
j (which arv the highest in the Stale) 
id generally consideicd (inremuneia- 

' ‘live. Some scope for increasing Jiro- 
fit's in this region may still lie la 
’increasing tlie average per arCe in¬ 
put of fertilisers, w'hrch may result. 

. ill turn, in lowering the rel.ilive 
share of wages. 

Because of high wage rales there 
is an incentive to use labour-sat ing 
Machines, W'hich, as observed in the 
'OOurSc of tire Suivey, aeCm to be al¬ 
ready* attracting the big land-own- 
' ers." In' ■sucjl a case, a significaid 
’change in the'shares of wages and 
profits may arise partly due to the 
d^placcment of labour and partly 
due to the consequent reduction in 
■wage rates, if alternative channels of 
. ^ployment arc not open to the 
displaced labour. In the upland 
region^ pri the other hand, the me¬ 
thods of cuUivaiion ar,e largely pri- 

• mitive and productivity per acre is 
' very -'lovV. Because of the low wage 
’rates, labour-intensive methods of 
' impEOve’d', cuhivatioft, which are 
*being, enwniraged ' rnlder* Commu- 


'Wf'- 

tp^ad ^a^dly* rli9»diallt amoa^ ,to ■ 

the big farroera, bbcausc it Is likely the. e 

to be highly remunerative, Altboagb resulting flbtp' flie 
the absolute shai^ of wages mtfy in- bour-inl«B^ mteffailMli 
crease because of, increased employ- the wage rates. , • ' 



Exide Batteries 
when the rest 

Silver Exide are the strong¬ 
est, most reliable batteries 
under the sun. They are qua¬ 
lity tested at every stage jpf 
production , . .. that’s why 
you're sore of a long and 


still keep going 
have stopped 

trouble free life. Silver Exide 
Batteries are obtainable f^ram 
dealers everywhere. So don’t 
delay—and you’ll still keep 
going when the rest have 
stopped. — 

silver 
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A ^ M #<irl{iig 


A B Glumh 


^ X)) 'th Thifd Plan'^rget 20- AiUim tom pf ^d^ional ]coai prokuciion in *he Jfublic iectoK A 
m^iion tons ore expected to 4te raised-by the Stngarehi ct>lUeri«s in Andhra and t{ie remaimng ll-'mUlion 
^ toiM by fiftp Natwnai Coal Pevelppmtnt Corporation, the NCDC is thu^ almQsl entirely responsible for cotd 
I development in the^ public" sectoV ' • • , " ' 

Of^dnst the pitgH, of 33 million tons Jar l%$-66, the aciutd output of coal by the NCDC 
in the second'year‘ of the'Third Pittn ipat only, 8,30 million tons. It if, therefore, wry much on -the cards 
that the pr^lic sector programme for coal may fad to futffl the Third Plan target as happened in the Second 
Plan,. ‘ ' ' * ■ *, 


the reoso 


fhk wvdysis of the latest Estimates CofntitiUee report on the NCDC attempted below thr,otvs lighp 
asom for the^ CorfXjtfatW'n’s Aifappointing performance. , ■ 


,o» 


'THfc thir^'second r^oi’t (March 
1963) of Ae EstnpaleiB Com¬ 
mittee of the Third Lolc ’Sabha oa 
the National Coal Development, 
Corporation' is an ■ informative and 
useful documeiit >on the public sec- 
hjr coal industry. It can be divid¬ 
ed into three part's : 

(a) chapters I 'lo 6 cotjeerning 

the production and washing of -coa*, 
the two main functions of the 
NCDC; , , 

(b) chajAer 7 dealing with the 
organisation of the Corporation; 
and, 

(c) chapters 8 and -9 devoted 
lo the problems of finance and ol 
welfare of employees. 

The NCDC was set up, following 
the recommendations of the Rail¬ 
way Collieries Enquiry Committee 
(1949) and of the Estimates Com¬ 
mittee (Fifteenth Report, First Lok 
Sabha), as a limilftd company, in 
September 1956 with an authorised 
capital of Re SO crores subscribed 
entirely by the Government of IndiM., 
It was charged with jndnagihg the 
then eleven State collieries and 
opening new mines since the Indus- 
tiial Policy Resolution of 1956 
listed coal in schedule A among 
iiidustries' the future development 
of which was to be the exclusive 
I csponsibiltty' of the State. 

JugHtliaig With Ftgurt* 

The NCDC ahd the ' private coRi- 
' lies were aligned TO.SO" million, 
tons and K) jafUlipn, tons of addi¬ 
tional outppt /respectively in the 
List year trf th«( »oon4 Plhn,* the 
Intter “fr^w theif e*Ssting 
"id iiBawdiately cotr^^;w>us areas” 

, ' 1 '■ r 


(.see Table 1). Althpii^h the Second 
Platt specifically laid down that “m 
future the policy of retaining alJ 
new undertakings m. coal in ‘ the 
public secthr should be more strict¬ 
ly followed", and that, “expansion 
of prodliction'by the estahlishrilent 
of new ailli’eries wiR be undertaken 
wholly in the public sector”, of the 
49 new areas allowed to tlie private 
sector during the Second Plan ^24 
were non-ooaliguous. No doubt, the 
Seco^rd Plan did not. completely 
rule odt the establishment of uevf 
units ki the private sector “when 
the national interests so required”,. 
But this created uncertainty which, 
according to the. Estimates Commi¬ 
ttee, “as not conducive to the proper 
development of the industry”. The 
Committee has, therefore, suggested 
thait.thp Government shoirid make a 
definite slatemenf of policy in re¬ 
gard to .future development of coal. 

The NCDC’a actual production in 
1960-61 Was' only 8.05 million tons 
and fell .«horl of the target of 13.50 
million tons. But by & strange, 
interpretation of -the target of pro¬ 
duction to mean the rate of produc¬ 
tion' in the last,quarter of the last 
year of the Second '.Plan, i e, in 
January-March 1961, tl» Corpora¬ 
tion claimed in its' fifth Annual Re¬ 
port '(1960-61) that it not only 
leached its Si««n<f Plan target but 
slightly exceeded Jt (see Table 2)i 
The Ministry' Mines and, Fuel did 
not consult. the. Planting Commi.s- 
slon m dtecidit^ upott jhis interpre- 
lafion, “which ■ doi^s liOt appear to 
have any j-atkmkie behind it’’ since 
'‘it is well knoWp 'that targws of 
production lof'coal l«d down in the 
. Flaps arte estimated on the basis of 


the annual requirements of the vari¬ 
ous industries’. 

Third Plan Tarirel Too Higii 
The NCDC’s attempt to inflate 
output in the Iasi few months of the 
Second Plan had disastrous oonsct 
quenees. The resulting accumulation 
of stocks (8 lakh rnna and 16.76- 
lakh tons in January and March 
1961, .respectively) increased the 
risk of loss by fire, pilferage and 
deterioration in quality. “‘The actual 
loss due to those factors was esti¬ 
mated at Rs'16 lakhs. In addition, 
to clear the accumulated, stocks, a 
deliberate decision was taken by the 


Table 1 : Second .Plan Cool Taruel* 


.9 .9 


.-M 

|ls 

<.ai 

lii 

{miUton tons) 

Public Rector ,, 

(i) EXisling Stair 

Colhcrif’H 


(NCDC) , 3.0 

3.50 

( 11 ) New Mines 

,(NCDC) - 

10 00 

fiii) Singareni CoHirries 1..5 

3.00 

Private Sector 33.9 

43.50’ 

Total 38.4 

60.00 


Table 2 : 

NCiMTe. Output, Japtutry- 


Marfh 1961 


Actual 

Annual Rate 


Production 

of Production 


(lakh lonj) 

(million touf) 

January 

10.40 

iiiB 

,February 

10.89 

13 07 

’ March - 

1397 

;5,55 

Total 

34,26 

. -^- -L 

13.70 
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Mr. Al Foil Packs 


Dairy Products 


Atuminium Packaging keeps Dairy 
Products full-flavoured, fresh and 
uncontaminated right up to the 
consumer’s table. 

Al Foil completely seals out light 
which causes rancidity in butter; 
retains the moisture balance in 
butter, cheese and margarine and 
prevents ‘freezer burn’ when sto¬ 
rage in the frigidaire is necessary. 
That’s why dairy packagers choose 
Al Foil for product protection. 
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(Incor^-.ited In Great Britain) 
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aumi^mnent to lottriet p ro d a tiiit toi t * 
in il|e IjOdowing year” (1961-62) to 
6,05 million tons. Tlie Estimates 
Committee ooneladep, thereibre, 
that "it was neither proper nor pru¬ 
dent to have resorted to accelerated 
production in the last quarter of 
1960-61” and hopes that such waste¬ 
ful decisions would he avoided in 
future. 

Table 3 gives the NCDC’s targets 
for the Third Plan and actual pfp- 
ducdon in first two years of 
Plan. The immensity of the task 
of raising its annual production 
from 8 million tons in 1960-61 to 
3.3 million tons in 1965-66 is ob¬ 
vious, particularly as thi.s depends 
on “extraneous factors like timely 
provision of railway aiding facili¬ 
ties, adequate supply of wagons, 
power supply, lifting of coal by 
certain thermal power stations from 
connected collieries and comniiMion- 
ing of washeries as scheduled”. 
Against these ambitious targets, 
even in the second year of the Third 
Plan the production was only 8.30 
million tons. (The coai target for 
the Third Plan is 97 million tons, 
of which the share of the NCDC is 
fixed at 30.5 million tons. The 
NCDC has. however, fixed a higher 
target for itself). 


Table 3 i NCDCs Production Taracts 
and Actual Production 


Year 


Annual Targets 



Aclual 

Production 


{tnillion tons) 


1961-62 

.5.86 


6 05 

1962-63 

10.61 

12 60 

361* 

1963-64 

18 06 

14 60 


1964-65 

24-35 

18.66 


1965-66 

38-63 

33 50 



* April-September 1962. 

Mistakes Repeated 

A major defect which marked the 
NCDC’s funritioning in the Second 
Plan and which persists is that the 
NCDC makeSi frequent changes in 
its collterv-wise apd field-wise taf- 
gets. The EstJmales. Committee jre- 
cognises that "circumstances can 
arise which may require adjust- 


inmita iir pretSiietiofi jnaignBnM!^' 
yet, ^for planned devebpmept i* » 
essential tW year-wise and field- 
wise targets of production are fram¬ 
ed lealisticaliy”. 

The Second Plan objedtivp of 
develofring new minet moetry in the 
outlying fields (i e outside Bihar 
and West Bengal) was also not 
achieved to any appreciable extent, 
for, 7 out oi the 11 new mines ^vq- 
loped by the NCDC are in Bihar. Of 
the 16 mines proposed to be develop¬ 
ed during the Tliird Plan, 12 are in 
the outlying fields. It is important 
that the programme of developing 
outlying fields is naore assiduously 
pursued than in the Second Plan 
“as this would not only reduce 
haulage of coal over long distances 
hut would also result in regional 
self-sufficiency to a certain extent”. 
However, most of the new mines to 
be developed in the Third Plan are 
even now either at the project re- 
jrort or exploratory stage. Every¬ 
thing points to a repetition of the 
.Second Plan experience of long 
delays in commissioning new mines, 
it IS necessary to lay down detailed 
schedules of completion of various 
•stages of each project so that actual 
progres.s can be watched and delays 
or difficulties, if any, attended to in 
time. The Estimates Committee has 
pointed out in this connection that 
the NCDC ha.s not even started pre¬ 
paration of the comprehensive com- 
nletion reports required in the 
Third Flap foi each maior project 
“aiv ing entire history of the pro¬ 
ject, including mistakes which 
occurred and risk.s taken, remedial 
mca.«ures adopted and lessons drawn 
so that such a report mieht serve 
as a reference Kook and guide to 
engineers eharged with the execu¬ 
tion of similar projects in future". 

Coal Washerie* 

Expansion of steel production in 
the Second Plan required the esta¬ 
blishment of caparilv for washing 
11.63 million tons of raw coal (8.1 
million tons in terms of washed 
coal) Part .of this capacity — 
6.03 million tons (41 million tons 
in terms of washed coal) — was 
estsblished during the Second Plan. 
NCDC was responsible lor the 
washeries at Kargali and Korba. 
The Kqrba washery had to be aban¬ 
doned after incurring an expendi¬ 
ture of Rs 5.95 lakh on preparation 


^ ^ prajoet r^it hy 
et^rt, USSR. The Eattmates Com- 
nottec H critical of 6ie fact that 
"the economics of the project were 
not fully gtme into by the Corpora¬ 
tion before entering into omitTact 
for the project report”, lliere wa« 
a delay of 10 months in connais- 
stoning the Kargali washery, and the 
percentage of output to rated capa¬ 
city roae from 27 in 1958-59 to only 
60 in l%l-62. No project report 
was prepared and the contract en¬ 
tered into with the Japanese firm 
was defective as “it did not pro¬ 
vide for the performance guarantee 
afjitfae integrated plant and hence 
drey could not be held responsible 
for ensuring the rated throughput”. 
Further, very heavy expenditure on 
repairs and mainteiuince has had to 
be incurred. The staff employed 

was nearly double that estimated 

by the contractors, and there was 
no proper utilisation of middlings 
and rejects. 

The Estimates Committee has re¬ 
commended that the (Jovernment 
should examine the desirability of 
equipping all new mines with 
washeries as is the normal practice 
in the developed countries. It has 
also suggested that the feasibility 
of the NCDC managing all wash¬ 
eries in the public sector should be 
carefully considered since, in any 
case, all the new washeries to be 
set up in the Third Plan will be 
managed by it. (At present four 
washeries are managed by Hindu¬ 
stan Steel ). 

Koreiirn CoIIaboraUon 

The Estimates Committee makes 
the following obse-rvalioas after a 
scrutiny of the NCDC’s agreements 
with foreign collaborators: “The 
existing practice under which the 
entire work relating to a project, 
including tht- preparation of pro- 
iert report.s. working drawings, de- 
sigqe. etc. is done by the foreign 
collaborators, even though the Cor- 
norilion has the necessary technical 
know-how to do it. has many draw¬ 
backs First, our own engineers 
would not be trained in those com¬ 
plex and difficult tasks, and aain 
tfie necessary confidence which 
comes from practical oxnerience. 
Secondly, it entails ronriderable 
avoidable exTienditure of foreign 
exchange on the preparation of pro¬ 
ject reports, etc, a.s well as on de- 
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DEFENCE DEPOSIT 
CERTIFiaTES 


Applications received 
at Head Post OfRces 
and Sub-Post Offices 

Also at 

Offices of the Reserve Bank, 
State Bank and Its subsidiaries. 
Treasuries and Sub-Treasuries. 


BUY THE CERTIFICATES AND EARN 
TAX-FREE INTEREST AT 4^ PER CENT 

PER ANNUM 



NATIONAL SAVINGS ORGANIZATION 






«ounMe*' 

di(ti|i^. ^ api^licatlonrV .Ti». €<»& 
wittise ' jtecctaieiWa^ tlift -fortJgh 

%e uam 

^nt'f ykiui lie’ a®c^*to|y ei^pertise 
>is oat (tvailaUe at holne' and even 
theh their ^ ahoal<j he Jcept to a 
miniiauin. •. Jt ialto suggeeta siiapH- 
fication , ol the < agreements with 
foreign-collaborators to avoid delays 
in approving project reports, Ae 
incltlsitm of a penalty clause in jtbe 
ag^ments and th^ formation of a 
special cell for Scrutinising agree' 
menfs with foreign firms ‘ with a 
view to ' ensuring uniformity of 
practiee in hll public undertakings. 

The Committee then proceeds to 
analyse , mechanisation, transport, 
power supply and other matters 
related to production and washing 
of coal. Regarding mechanisation 
they approvingly quote the follow, 
mg observation , of Mr Longden, a 
member of t(ie National Coal Board, 
C K, who visited the mines of the 
(Corporation in July 1960: “In 
developing both the new mines and 
the new quarries the NCDC has, as 
a matter of policy, decided to- me¬ 
chanise operation to the greatest 
possible' extent, and it has -spent 
very large sums on acquiring some 
really first-class equipment. Having 
adopted this policy, it is, in my 
vieWj essential that the equipment 
should be used to the best possible 
advantage, which means; ( 1 ) it 
must be operated with the minimum 
of labour and at maximum capacity; 
( 2 ) the machines must be kept run¬ 
ning for the maximum number of 
hours in. the twenty-four; (3) there 
must be a first-cla-ss maintenance 
.service to back up these needs; and 
(4) there must he transport facilities 
for getting the coal away from the 
site with' the least possible delay”. 

Idle Capacity ' 

The Committee cstiitiates that idle 
capacity df men ai^d equipment in 
the NCEIC was 15 per cent in 1959- 
60, 27 per cent in 19W-61, 55 .'per 
cent in *l'96l-62, and 4l per jcent in 
the first six months of 1962-63. It 
has recommended ah expert enquiry 
with a ' vieiv to reducing auch large 
'cale wastage of okpac%. The ' 
(-ommittee also, empnaskee that 
^reatet eatre shbnld be exercised in 
mdenting .niacfaipery as* much of 
the plaiit and machinery.., 

niporied fram* abroad for Second 


'■•I?'' 

piBitt; -of ,'Rm 
tngt^inery requifedf by ''the - NCDC 

■ in the S^nd. bad to be ,im- 

■ ported.' Since tbe reqairemepts bf 
machinery' and -equipment during 
the Third Plani ar^ about -three 
times as large, tbe importanee of 
stepping up dqmntic maniilacture 
cannot be exaggerated. The dis- 

. appointing working of the Central 
^^ricshop at, Barkakhana deaeirviw 
mention in .this connehtion. The 
woi'kahop’s output of spare, parts 
was only 50-per cent of the esti¬ 
mate ‘for 1961-62 and the labour 
empioj^d was thrice that of similar 
units elsewhere. . ' ^ 

The Rstimales Cotiini 1 tt.ee has re¬ 
commended that the Government 
should revieAv the- working of the 
coke plant at Giridih where output 
has declining from year to 

year while the annual recurring ex¬ 
penditure has remained at the same 
level, exceeding sales "by about' Rs 
5 to 7 lakh every year. The Com¬ 
mittee has also questioned the need 
for a separate printing press for 
the NCDC at Ranchi and suggested 
the pooling pi printing require¬ 
ments of alf public undertakings. 
It has urged the NCDC to plan coal 
production on the basis of .the avail¬ 
ability of traosporl and siding 
facilities so as to avoid detention of 
wages. 


Oi|;anieaMon «nd Administration 

The organisatibnal and administ¬ 
rative probleni.s of the NCDC have 
been analysed under the following 
head.s: 

(i) Board of Directors; 

' (li) Organisational set-up; 

(iii) Liaison offices; 

(iv) Government ppntrol; 

(v) jParticipatioii- of State Gov ^ 

empicnts; and 

f vi) Personnel matters. 

, nie NCDC^ Board of Directors 
is composed "of two'nOn-officials in¬ 
cluding the chairman and fi'-v offi¬ 
cials, not counting the Managing 
Director., No .^dir^^r txceptirig the 
Coal Mining Adviser to the Minister 
appears to have ahy. mtfierience of 
the Cogl industry. Ilie members of 
the Board of. the • National Coal 
Board In TJ K are appointed by the 
Minister from amangst ■ persons 
‘Spearing to him to be qualified 
as .Imvipg bad etqterience of and 


^ ''’'V ' "t '■ T 

trihl odnuacrcial or^fitwnchd' mat* 

, **ra, Nailed acienca, admioktration 
' or or^msationJ’ Keferring-th the 
, practice iA U K, the Fuel MiAitier 
had said in tjie' Lok Sabha on 
August 13, 1959 that “^he pnncipla 
is unexceptionable. The, opfy difi- 
cuity is a real one of finding ajqmv 
. priate meri .from those t^dwdcal 
fields who ’ could be' put in these 
positions’'. The Estimates Commit¬ 
tee is not eonviheed of the necessity 
of representatives op the Board 
other than from the administrative 
and Finance Ministries and points 
ofit thm the representative of the 
Railways attended ' .only l7 out of 
33 meetings tield during thh fast 
three years. 

The Committee suggests that the 
functions of the Board of Directors 
should include “(a) formulating* 
policy; (b) coordinating effectively 
its execution; (c) evaluating the. 
performance of management; (d> 
stimulating dewlopnlenls; (e) rais¬ 
ing the standards of management; 
(f) collecting and disseminating 
information and new ideas; (g) 
establishing common executive' and 
administrative practices; apd (h) 
ensuring proper accounting and 
efficient utilisation of finances”. The 
Board,, of the NCDC has only one 
full-time member out-of eight; the 
National Coal Board in U K ba^, 
eight full-time mefiibers ou.t Of nine. 
The Committee, therefore, recom- 
meneli( the appointment cd .more 

folJ-tiiw members, - 

Decentralisation, How? 

Mr H A Longden of the National 
Goal Board, U K, and M Signard 
of the Charbonnage-dcfFrance, who 
visited , India in the firsq half of 
1960, have piointcd out the' weak¬ 
nesses-otf the organisation of the 
NCDC at the point of' . production. 
As a result of the recommendations 
of the NCDC’s Managing Director 
who visited U K, France and West 
Germany towartfe the end of 1960, 
the NCDC collieries were grouped 
into six areas in March 1961, each 
area being placed under, a Qeneral 
Manager. The Indian Productivity 
Team'in the Report (1961) on its 
visit'to USA, UK, France and West 
Germany suggested the formation of 
subsidiary' companies region-wisp or 
State-wise On the French pattern 
leaving the Central Body to . con- 
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faigneoriiig, Yo^ and Baflroni daneing... 

Engjneer Jagtiani thrives on the eombinatienl 


6 a.m Englnaer Jagtianp pores over an anginesrlng 
text, absorbed with the problems of stress 7 a,m 
Stress again—a particularly difficult yoga exercise I 
8 p nn Jagtiani and his wife execute a flawless 
reverse turn to a lively foxtrot Engineer Jagtiani 
la a man of many parts, but engineering Is his first 
love ‘Nothing to touch it.' he says. He should know. 
He has been with Burmah-Shell for thirteen years 
His Job; Divisional Engineer 

ROCK, WATER ANO QUICK DECISIONS 

Construction and maintenance of service stations, 
maintenance of oil depots—Important links In the 
distribution system—and adviee to customers on 
their oil storage plans are among Jagtianl's respon¬ 
sibilities He assists In the planning of service 
stations, then brings the promise in a blueprint to 


NIMUHSIlEa m PMiile 


life During construction, problems often arise which 
require intelligent, on-the-spot solutions ‘Start 
digging,'Jagtiani says, 'and anything can happen,' it 
often does Hard rock at three feet . water at six I 
Ha takas It all in his stride 

TODAY, A8 EVER, PEOPLE LUCE JAGTIANI 
ARE WORXINO FOR YOU 

Jagtiani belongs to a family of engineers All four of 
his brothers are engineers and his 3 year old son 
already shows mechanical skill < 

Jagtiani and people like him—at all levels of respon¬ 
sibility—are Burmah-Shell. Today, as ever, they are 
hard at work working to ensure that vital petroleum 
products, essential to India's growth and progress, 
are brought to you at the right place and time. In the 
right quantities. 



in the service of the People 





OM jaating, yiiumwg 
«re|^ Bi^ over.all gupoiviiaott, 
®e Productivity Team aad the 
Managing Director do not agree on 
thii. qt^tioiw the Ertimalw Com- 
mxttw has suggested a fresh review 
of the organisational set-up. 

NCDC has liaison-olHceB at 
Calcutta and New Delhi. Twelve 
other public undertakings also haw 
lAeir liaison offices in New Delhi. 
The Coininittee has suggested a re¬ 
view of the need for the expensive 
liais^ offices set up mainly for 
chasing files at the Secretariat. 

As regards participation of Slate 
Covernment in the exploitation of 
coal, the Committee fesels that the 
Central Government should slate its 
fwlicy^ clearly. At present the 
Qntre s attitude is ambivalent, 
rhus whereas it has entered into a 
partnership with Madhva Pradesh 
for the Korba mine, West Bengal 
ha.s been allowed to develop its own 
projects. 

The f.stimalos Committee nulls 
up the NCDC for the higher-t/iari- 
average absenteeism in us collieries 

1960 and 1962 the staff had aciy. 
ally 'ncreased while total product 
ion had fallen. The increase in 
the number of officers nas as high 
a*- M per cent and promotions had 
been given “without regard to e>en 
Ihe minimum length of service rr- 
qutied to be rendered by an officer 
in the lower grades”. The Commil- 
fee has reiterated it.s earlier sman- 
tion (39th report; First Lok Sabha) 
for a separate Personnel Commis- 
'ion for public sector undertakings. 


Ill 

Finance 

Investment by the Cential Gov- 
^/nment in the NCDC during the 
Vcond Plan was Rs 42..35 crores 
ifis ]8.9() crores contribution to 
'^TpUal pJus f?s 23.45 crores lone- 
"Uflav on the 

M.DC envisaged in the Third Plan 
If Rs 101 rrores but the Corpora- 
has asked for Rs 166 crores. 
'ne Government has tentatively 
■'Creed to revise the outlay to Rs 
I ■fd erores. 


paniw iw haSf in 
i» iiii imtiltea coetragt wiOt tfae 
h^est fiprft for the NCDC, I.*0,35. 
^e poakkjn in respect <rf profits 
w no leu discouraging. A recent 
Reserve Bank study showed that 
grou profits as per cent of total 
capital employed and net profits a.s 
per cent of net worth in 44 coal 
mining companies m the private 
sector were 9 and 8.6, respectively, 
as against the highest figures of 4 
and 4.2, resjiectiwiy, for the NCDC. 
Even if the two Giridih collieries, 
running at a loss for several years, 
are excluded, gross profits as per 
cent of capital employed comes to 
only 5.7^ for the NCDC. An analysis 
of oolliery-wise financial results 
shows that 4 of the 11 old collieries 
have been incurring losses during 
1960-62, of which two may be re¬ 
suscitated but two, the Giridih 
collieries, which have been working 
since 186.H need to be closed down. 


Why Wo Dividend? 

During 1958-62 the NCDC earned 
a net profit of Rs 157 lakhs, the 
entire amount being carried to the 
Developmeni Reserve Fund. Tlw; 
Estimates Committee, however, 
thinks that “since the sharp capital 
of public undertakings is financed 
from hollowing on which the. Gov- 
f*rnmetit psy^ an witrrpsi ran^inp* 
between 4 and 4jj per cent, it is 
reasonable to ex|:^ct that they should 
declare some dividend which should 
cover not only the interest charges 
on its share capiul but much 
more”. 

The Corporation has been pro¬ 
viding depreciation on the historic 
value of its assets rather than on 
iheir replacement value. TV Coal 
Board in U K followed this practice 
until reoentlv when the replaee- 
ment cost basis was adopted The 
F.8timates Committee feels that as 
the man-made assets of the coal 
industry are subject to rapid wear 


•nd fog?, the present bams ^or <jaf* 
culat% depreciation l» not ..satis 
factory and ahou^ be re-examined 
by the Government. 

The NCDC met only about 5 per 
tent of the capital expenditure on 
Its expansion programme during 
the Second Plan and is expected to 
provide about 20 per cent of the 
outlay in the Third Plan from its 
reserves and surpluses. This raises 
the question of defining surplus 
which, according to the Estimates 
Committee, should mean disposable 
profits for dividend distribution and 
allocation to reserves. The Commit¬ 
tee ^feels that since public under¬ 
takings have been working for some 
time now and have acquired suffi¬ 
cient experience, the broad princi¬ 
ples regarding their financial obli¬ 
gations should be laid down by the 
Government as early as possible. 

Unbii«inesK-llke 

The very large book debts out¬ 
standing from eustomers which 
amount to a.s much as 55 per cent 
of .sales indicate the unbiisiness-like 
way in which the NCDC conducts 
its operations. This is deplorable, 
particularly since it borrows large 
sum« of money from the Govern¬ 
ment for working capital. This is 
further corroborated by the accu¬ 
mulation of inventories, which work 
out to about 4 to 6 years’ require¬ 
ments at the prfisent rate of con- 
•siimption, involving (s'! heavy 
foreign exchange expenditure; fbi 
risk of deterioration and pilferage; 
and (c) expenditure on extra store 
godowns and extra staff. The Esti¬ 
mates Committee is critical of the 
sales policy of the NCPC as sales 
are confined to a few hig dealens, 
and suggests that “the tendenev for 
deatership to get into the hand.s of 
monopolists should be discouraged 
by public undertakings as far as 
possible”. It al.so emphasises that 


the NCDC can be made a perma 

Table 4 i NCDCT* Financial Reiiulia 


The Estimates Committee has 
/"■ovided some data to judge the 
<o<rmetciti} performance of the 
NCDC (.see Table 4). In the pri- 
'"le rector the capital-sales ratio 
'“r 42 selected coal mining com- 


( 1 ) 


( 2 ) 

f.n 

(41 


Orojw Profit P6rc6n ta i w » of 
fa) Total Capita] 
fh) Sal«s 

fc) Capital in Clollieriffb under 
Commercial Production 
Net Profit as Percentage of Net 
Worth 

Ratio of Tolaf Cajdtal to Sales 
Ratio of Capital in, .Collieries 
under Commercial Production to 
Sales 


1958-39 

1959-60 

' 1960-61 

1961-62 

1.5 

5 

1.4 

6 

28 

11 3 

4 

1 26 
5.B 

1.7 

2.fi 

1/0.35 

1,8 

1/0,23 

42 

1/0.25 

45 

1/0 22 

— 

— 

1/0.35 

1/0.30 





'nnwlly vi^i^^unit only If it 
-**!*<« noRm a of coal raef*- 

ly”, and undertakes also “low tem> 
peraturc carbonisofion and other 
ancillary aclivitiea like toking of 
,c6al, gasifitiation of coal, pioduc- 
lion of smokelcsj* fuel, manufacture 
of bricks, etc”, 

' As regards welfare of employees, 
the .Estsmales Committee indicates 
the possibility of redurtjon in the 
Cost of amstructjon of townships. 
It 18 critical of the slow progress 
m associating labour with manage¬ 
ment. ‘ 

It may be pointed out, m conclu¬ 
sion, that though compared to the 
earlier reports of the Estimates 
Committee the analysis of the ope¬ 
rations of the MCDC in this report 
IS more comprehensive and con- 
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itructive, ^re'is Ati intportant bet'W«*fti,;lllw- ’ 
lapse. 'Phe Coi»mfttee’a laat report lopi?«flkf 

on the NCDC '(}52nd riqJort, Second mexport, t^Ri CJftdw 4«e-<-.'r tjpne 
Lofc Sabha) gave an analysis of the tract, the, WtoM 

action taken by the Governmeot on supply, fi[>r„the 'ttmdrtryt' equqttne^ 
the recommetiAitioiiB contained in jnattwtJMtnts, lapparstua and offiet 
the 93rd Report of the Estimates matefiaJs. yalBed at Rs. 20.47 infl- 


Committee (Set^md I-«cdc Sabha) on Hon (3.89 nilllton .9^ 

the NCDC. It -was pointed oul of the Indo-Soviet Rouble, Credit 

that 53 per cent of the rccommcnda- Agreement of February 1961. ' 

tions had been acoqtted by the Gov- i - . 

ernment. A similar analysis of Gov.- Kuthara washery, whkh 

erninenl action on thp recommends- «'ouJd be one of the biggest units 

tions of the 152nd Report should m the country, 'would have -a 

have been included in the present throughput capacity of three mil- 
report. lion tons of raw blendable coakkig 

m il ■ m i ni —— coal per annum. The detailed pro* 

Kathara Coal Washery jeft report for the Washery, ,pre- 

^ CONTRACT for setting up pared by the Soviet designing or- 

a coal washery at Kathara in ^nisation Giproshacht, had' been 


Kathara Coal Washery 

CONTRACT for setting up 
a coal washery at Kathara in 


Bihar was signed on Monday last approved by the NCDC. 










TALL AMBITIONS 




In his first year at school, this 
little chap is aiming high! Time 
flies swiftly; soon the time will 
come for his college educa* 
tion. 

When your children are ready 
for college, will jrou be ready for 
the financial test? It's never 
too early to start saving for your 
children’s higher education. 

Start saving now by opening an 
account with the State Bank 
of India* where the service is 
prompt, courteous and helpful. 



THE STATE BANK 
OF INDIA 

India's Leading Banic 
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Vnder the. Mysore Village' PuMhayals and Local Boards ifet Pancherytai Raj inaUu^ns have been 
tdmad into bureaucratic celli. there is no organic link betw^n ^^erent tiers of Psmchayati Raj nor do the 
sources of revenae allocated to each bear any relation to the functions it has been charged with. 

In factt the Act is so full of shortcosmags dust what is necessary is not to amend d, but to draft an al¬ 
together new Bill. The recommendations of the Government apptdated Study Team on PanehaytOi Raj should 
form the basis of the new legislation. 


YHE Mysore Village Pandiayats 
and Local Boards Act 1959 is 
now lour years old; the working of 
the Act has revealed glaring imper¬ 
fections which affect the basic 
tenets of the Panchayati Raj like 
decentralisation of decision-making 
power, organic relationship between 
different tiers and democratisatiun 
of administration. The objective of 
increasing people’s involvement in 
the development efforts of the State 
has not been attained because of 
the unrepresentative character of 
the District Development Council 
The DDC is composed of the De¬ 
puty Commissioner of the District 
as the chairman, all the presidents 
of the Taluka Development Boards, 
Members of Parliament and State 
Assemblies, government officers not 
exceeding 15 in number, a member 
of the scheduled castes and a woman 
member nominated by the Govern¬ 
ment. The inclusion of directly 
elected members in addition to the 
ex officio and nominated members 
would have established a link bet¬ 
ween the DDC and the masses. The 
DDC is not an executive body with 
financial and executive powers but 
an advisory body at the district level 
meeting once in a quarter to review 
the work of the TDBs, scrutinise 
Its budget and to attend to “any 
other work entrusted by the Gov¬ 
ernment relating to the work of the 
TDB”. The non-deliberative and 
non-executive nature of the DDC 
has made the third tier sujjer- 
Huous. Genuine decision-making 
that is expected from such a body 
IS not jxissible without executive 
powers. 

Under the Act TDBs are com¬ 
posed of members directly elected 
by voters in each taluka. This pre¬ 
cludes the representation of the 
village panchayats on' the TDBs 
which is necessary to link the lower 
and the middle .tiers. As for village 
panchayats, villages with popula¬ 


tions not below 1,500 have pancha- 
yats, the rest form group panenayats. 
Group panchayats have led to 
groupism in dis villages and as a 
consequence the development of 
villages without panchayats has 
suhered considerably. Besides, the 
Act has no provision for the consti¬ 
tution of Myaya Panchayats and 
Gram Sabhas. Gram Sabhas can 
wield considerable influence on the 
activities of the panchayats. The 
objective of “arousing popular con- 
saousness” of Plan programmes 
will be better accomplished if the 
Gram Sabhas are vested with func¬ 
tion.'} like approving the annual 
budget of the panchayat, supervising 
panchayat production plan^‘ etc. 

Functioiu sad Resource* 

Functions assigned hi the Act to 
the three tiers do not bear any rela¬ 
tionship with the finances and re¬ 
sources at the command of each. 
The DDC does not have any inde¬ 
pendent sources of revenue nor any 
independent functions. The TDBs 
have certain obligatory functiems 
like construction, repair and main¬ 
tenance of public roads, primary 
school buildings, minor irrigation 
works, establi^menl and manage¬ 
ment of dispensaries, rest houses, 
etc, and certain discretionaxy func¬ 
tions like running of primary and 
secondary educational institutions, 
encouragement of cooperatives, 
granting of loans to industrial en¬ 
terprises, etc. The statutory separa¬ 
tion of functions into obligatory and 
discretionary has resulted in the com¬ 
plete neglect of discretionary func- 
tions which are no less important 
for the economic prosperity of the 
taluka. The main sources of revenue 
of the TDBs are the local cess of 
12 nP in a rupee on land revenue 
and on water rates, a rtantp duty 
on transfers of infmovable property 

> Dr V $ Yy^ “Panchayati Raj in 
dujanv’, The Beafimie fVeshly, 
April 13,'’f963. 


and a tax not exceeding 25 nP per 
animal brought for sale in the 
markets within the jurisdiction of 
TDBs. The TDBs have also a 25 
per cent share in the land revenue 
collection of the taluka, and 5 per 
cent share in that of the State. In 
view of the inelaisUc sources of re¬ 
venue and the wide functions as¬ 
signed to the TDBs, there has not 
been any significatit unprovement 
in the development of the taluka 
since the launching of the Pancha- 
yati Raj. 

Village panchayats likewise have 
obligatory functions like construc¬ 
tion, repair and maintenance of 
village roads, public wells, allot¬ 
ment of places for storing manure, 
laying out village extensions, etc, 
and discretionary functions of a 
broad nature affecting village life 
and prosperity generally. The pan¬ 
chayats have been assigned other 
‘agency functions’ by the TDBs and 
the Government like execution of 
construction works, distribution of 
irrigation water, management of 
minor forests, pasture and common 
lands. The main sources of reve¬ 
nue of the panchayats are taxes and 
grants. The Act empowers pancha¬ 
yats to impose a building tax not 
exceeding 8 per cent of rental 
value, land tax at the rate of one 
rupee for every 100 sq yards un- 
assessed to agriculture, and tax on 
professions, trades, callings and em¬ 
ployment at specified rates. The 
panchayats also have a 30 per cent 
share in the land revenue collection 
of the village and 5 per cent share 
in that of the State. Although the 
tax coverage "ap{»ars fairly wide, 
tOK receipts invariably fall short of 
dues because of the inefficient reco¬ 
very machinery of the panchayats. 

H 

Study TeaRPa Report 
Tire study tgam on Panchayati 
-Raj, which recently submitted its 
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obtain ■ free copy oT iliit 
booklet by writing ott thoir 
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One Poreliaee Officer with a headache cut his 


The Caltex “Stop^Loss” plan wa« the headache antidote... 
When each department in a>plant speciiieg a lubricant it wants 
without reference to the purchases' ot other departments, there it 
bound to be a lot of waste and costly oVer-lapping. The Caltex 
“Stop-Loss" programme helps to eliminate this waste of lubrica¬ 
tion Iqr eflectively reducing the total plant lubricant inventory. 
Cahex “Stop-Loss” is a complete plan for organising lubrication 
on an eflkient basis. There it no other programme like it 

Find out today how Calteg "Slop-Loss" 
can specifically stop the prOMem Jn your 
plant Help your operation to greater profit 
with the Caltea “Siop-Loii" Programme 


CALTecgNOIA) immo awntayNcwOttM'CblMMS'MMlrw 
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SAVE F(^ SECURITY 
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iwt-Mtiiiiite 3 r 4 
rawpang ''ni .1^ DOC att tha npdfid 
of l&e' Zilk. I^iif-isluids of I 
mbtr*, roconstitiAion, of TD& by 
myilung it A ■ it^y dire^lyvdect^ 
aiuf, paitlf indbcec^y-elected body so 
as to link k to tfw yiiiafo ' 

yats, ' and ' constit^on Of -Gri^’ 
Sabha and Njwya Panchayats. Tbe. 
team' bas. also suggested nieaaurto 
to strengthen the financial fk»itipn 
of aU the tiers and recommended 
certain criteria for allocation of 
grants-in-aid and other revenue. 

\ > 
Hok of ZiUa Pjuishad 

The team suggests that the fill'd 
tier, the Zilla Parishad, should be 
a more effeetive body than the DDC 
is today and must consist of direct¬ 
ly-elected members, with a non-offi- 
cial as chairman. The District is to 
be divided into electoral divisions 
with a population ranging .from 
35,000 to 50,000 and, one member 
will be-elected from each division. 
Members of Parliament and State 
Legislature, and the Chairman of, 
the District Cooperative Bank will 
be associate members without the 
right to vote. The Zilla Parishad ■ 
will have a chief executive officer of 
the rank of the Deputy Commissioner 
a.s its Secretary and the president 
of the Parishad will itxercise admi¬ 
nistrative supervision over him. 
He is liable to be withdrawn by 
the State Government if not loss 
than two-thirds of the total number 
of members other than associate 
members vote in favour of such a 
resolifbon.' The Parishad will have 
development and administrative 
fiinftinns. Under the former are in-, 
eluded admiiustratlon and manage¬ 
ment of, primary and secondary 
education, opening and maiiitenanoe 
of seed farms, ipaintetwnce of veto 
rinary hospirals arid dispensaries 
other than district hoi^pitaK i^Sr 
iruetion and maintenance of minor 
irrigation works, registration , of cd-' 
operative societies who®e wojikil»|i ■ 
' anital does not exceed Rs S lakhs. . 
Under administrative ftinctipns are 
included power to eacpelrdi-. 

'ure on.) education or mescal relwf 


to" iwsHHWHHeiw. -Wt , ;w' w» y» < 

. rendeiK linaiiciAf or aai w i nto 
to'ai^' l^hKMt 'eanrjBf On vroik ip 
. 1^ district ledatod to 'any «f rile 
futictimw of- the three 

The study team has recomotohd- 
ed that the T0B ,ri»uld consist of 
partly- djirectly-elected. ahd partly 
jjidifectly-ekcted memhen* ^ 
.-latter from among mnnriieii of W, 
pknriiayats in the talidca. Dy &r 
the most important reoomnmt^ 
tion of toe team,is riie eonsthitrion 
of Nyaya PaiM^Vat and' Gram 
Sabha itu each' village panefamt. 
The membership of the- Piyaya rap- 
chayat should be restricted to toe 
residents of the viHage' and eato 
panrdiayst should .elect from among 
its members 5 persons, one being 
a member of the Scheduled Castes* 
Offences like obstruction of and 
encroachment on public streets, 

- grazing lands, etc, offences under 
the MyMre Con^ulsory Primary 
Education Act like failure to send 
a child to school or employing riie 
child in a manner which prevents 
it from attending school, may be 
tried by the Nyaya Pantbayats. 


New Sources of Finnnce 
The team’s recommendations on 
the finances and resources of Pan- 
chayat Raj bodies do not touch 
upon the problem of exploring toe 
possibility of imposing new taxes 
ib addition to or . 1ft lieu of exist; 
ing ones whose atoninistration is 
found difficult or-ivhose receipts fall 
short of realisation.- This is parti¬ 
cularly important in the case of 
panthavats. Now that it is the obli¬ 
gatory functioft^of toe panchayats to 
prenare panrhayat produHion plans, 
and production of cerefals, etc, is 
likely to go toerp if scfipe for 
toe impoaition of a .gtoin tax.."^ 
grata -tax, if leyfcd .by toe paocl^r 
vats on the' basis of per acre yfaid, 
is sure to inerftasotthe-pano^ats’ 
resdurt^ in kind; If the^tax- 
are , marketed torougfa 'ffie viluW 
odoperatSves, toht' laX will ’a^^e 
toe ■ dual purpose of increaamg ri»e 
tosouitJes, pf toe nauket'og itocie^ies 
and steiqi^g op toe rift"' 


ui*.' «ruuv4>i>i;uii Vil Awvu«M»a PiU3l, ' 

* Report of the Study , teatn. to . ' The ‘ ,lasftp haa ir-riritociatftil her 

g‘su fe, ■ .g.jya! ;.h 

CkopeiBtlon and Development, Oov- -sj" % -ffft^Wiyat Raj .bodies 
enapsM of hTysow). hy the State. It suggests that toe 


,tn-ata m .ragioftayat Kaj .bodies 
by toe State. It suggests that toe 


-ito ■' 

dlttipig • tbe aurdhtorya, wbfuiktt 
ddditoHOD d&e hiMt bf doHectlMi , 
abftuld. be ariitoed to riw ritne 
.tints jm the following' proftottkai: 
vittori, -panchayaia J5& per^ CpBlU 
Taluka Dhvelopraeiit B^ds. 89 
phr cenb Zilla Parishads 20 pat 
cent The balaime ,oif 15 per oori 
will he told into a State 'Sfiiali-, , 
aatiofl- Pund whidb is meant to 
'nudm^ griad toottfalls in .land re- 
veftftVas a result of Wspansitm or 
reminbm and to assist bodies 
wbito' hftve srery small reaouicaa 
so to to reduce inequalitito. This 
15 pir cent'is to be allocated tous: 
paittoayats 5 m cent, TDBs S 
per cent and ^Ila Paridiads S 
per lent. 

(^aln Tax 

If rite prindple of pe^canttge 
distribution df land revenue ja 
accetriod, poor regions with -Iownt 
land revenue will' get a smaller 
share, and regions wito higher 
land revenue will get morei Even 
im equalisation grant of 5 per cent 
may ^ hot substantially alter the 
position. A more rational principle 
would be to distribute grants on , 
per capita basis. The per capita for* 
niula nu to be linked with toe tax¬ 
able capacity of the people residing. 
within the jurisdiction of each tier. 

If this principle is accepted, toe 
larger the - populatbn and the 
lower the taxable capacity of 
the peoplot. the higher will be 
the grant. The acceptance of 
this principle will achieve two pur- 
posses. First, grants will be made 
contingent upon taX contribution 
and, second, regions with lower in¬ 
come from land revenue but hiaber 
income from forestry' or mining 
■yirill not suffer because of their low - 
land-revenue share. 

Therh is also toe problem of 
financing the ‘agency functions* 
assigtod to tHe\ different tiers. If 
the Zilla Fai^ad assigns more 
agency functions' to the TOBs and 
Pancuavgs, the resources have 
also to be assigned to them to ^ 
carry oUt the ‘agency functions’.' 
The main sources of revenue for ? 
toe Zilla Ps^ishad are toe consoli¬ 
dated -cesH of 40 nP in a rupee on 
dll' items of land revenue, excise 
'tsnd other Items of State and local. 
,;j^enue and the tax, on animals 
tbrought to its mailcets.. The team 
has not however examined' die 
financial implicactions of aselgn- 




M ftinctknts’ w die 

tier*. 

'rtiese' shortcomings nottmth* 
Btanding, the team’s reccBiunfeO* 
dfttions if accepted by the gwem- 
Ihent, will make Panchayati Raj 





in ffitowi MtittiM ta Myioie. Aa 

It ill, dtfe Vill^ PMlducyata aM 

Local Boards Act >luu naade a 
mockery of Pcachayati Raj and 
has turned Pai«diayatt ^j bodies 
into buneaucratic cells. The in¬ 
troduction of an altogether new 


bill in #'"d)!S ysiyiyi 

reaniimeiMfacddna w more 
rable than the attMHidiiMat «rf 
existing Act whidi will create mate 
amhiguitiek and make the tads ef 
those in cfaatige of hlqrlementation 
kneie difficult. 


CONDENSED MILK TO COSMETICS 

Milk products or cosmetics, lubricants or 
vanaspati, paints or pharmaceuticals, pro¬ 
cessed food or printing inks, wide is the range 
of industries served by tin containers manu¬ 
factured by Poysha. Though young in years, 
they are already one of the leading tin con¬ 
tainer manufacturers in the country. Over 
the last four years their turnover has 
increased by about 70% annually ■ A great 
deal has been achieved in such a short time 
because at Poysha the emphasis is always 
on quality and service. At every stage of 
manufacture quality control is exercised by 
technicians, working with modern equip¬ 
ment. Service begins even before the order 
is placed and ends o nly when canning is 
completed. 

FOR PERFECT PROTECTIVE PACKAGING I I 11 




/fWBH/P*W Strtrt mmgod 
m ik fosier «])pearai\oe ’ 
Jut w»g)c, -^re was no significant 
cliittige in tfic.g^eral jwttem ot 
ft«£ng anil the ove^ll peHortnaoce , 
couM wetl tw desci^ibM as patchy- 
Activity ooiatinued to be putefy 
professional and interest rem^Mid ' 
extfemely selettivC. Speculative 
interest-last week'coiitred tnokly 
on Cehtury ahd Hindustan Motor 
thoPgh- Indian Iron, Tata Steel, 
Telco, National Raybn ahd Kohinoor 
also received- fair attention. Des¬ 
pite sustaihed ' selective profes¬ 
sional' Support, interest in cleared 
securities has not broadened to . any 
noticeable extent. Persistent re¬ 
ports ^suggesting that the Finance, 
Minister Krishnamachari will soon 
take Up some pceitive measures to 
tone up the sluggish economy have 
no . doubt encouraged a few pro- 
fe.ssional operators to'‘bul|’ the mar¬ 
ket but they have failed to impart 
steadihesa to the market in non- 
cle-ared securities, popularly known 
as the cash market Kifachapd’s 
SyntheWc and Chemicals which ohce 
enjoyed a preihjum of about Rs 250 
is now quoted below par. Per¬ 
manent Magnet has suffered a siz¬ 
able decline since Shri Morarji 
Desai handed over the Finance 
Ministry to T T K. The list can be 
easily multipHed- 

The volume of sa>«cul«tive activity 
being still small, the technical posi¬ 
tion of the 'market seenw ’fairly 
sound. There hfu» come about an 
appreciable decline in the ffoatiing 
stocks of several scrips due to, sus¬ 
tained buying by the Life Insur¬ 
ance Corporation. And the feeling 
IS gaining ground that TTK would' 
soon take effective steps to revita¬ 
lise the -efxinomy. A beginning is 
likely to be made with the liljgraU- 
sation of credit facilities. Pro¬ 
fessional operators could have' 
easily exploited such a situation if 
they could be reasonably sure of 
attracting outside public to parti- 
(ipate.ii) th^ game. But the public ' 
seepis completely indifferent to the 
op and down movements in,equities 
and is unwilling to ritit money in-, 
face of the continuing ■ pcdidcal 
iincertaiHty. TJhe 'un^rtainty has 


increased .'With the mounting 
skn <>o the Assam-faat .PwefStim 
border fiallowing oeaseleK fiting by 
the 'East Pakistani- forces. If die 
bwder situation deteriorates farther 
it ia bound in tell on . the .stock 
market- Political uncejrtainty is 
the-biggest 'obstacle to a revival of 
confidence in the investment market. 

CoWOb 

PrlcM Drift Lpwer 

^OTTON fntur» continue to 
drift lower. After an early rise 
from Rs t592.75 to Rs 697.S0 the 
March contract' moved down to 
Rs 689.25, a new low in the current 
downward phase, and later recovered 
to, Rs 694.50 before winding up the 
week virtually unchanged at Rs 693. 
The rallies were essentially techni¬ 
cal, caused mainly by corrective 
profit realising, though short cover¬ 
ing earlier in the week was due 
partly to scane anxiety about the 
weajther. Last week’s decline took 
the March contract fairly close to 
its'31st July low of Rs 686i50 —the 
lowest level recorded so far. The 
market might take support around 
its July bottom but there is little 
doubt' that prices will move' down 
substantially if the weather does not 
turn unkind in coming weeks. Who 
tan predict the weather? 

Except, for. some scattered parts 
of the Punjab, Maratfawada and 
its adjacent areas of C P and 
Berat, weather conditions elsewhere 
haVe lieen almost ideal. Buri 
American, L 147, Jarilla and 197/3 
have, np doubt, suffered because of 
Excessive mcMsture but the damage 
is. not .such as to cause any signi¬ 
ficant change lit general outlotk for 
the I963^ti4 crop, which, on cur¬ 
rent indications, is estimated around 
58/59 lakh hales. Of course, - the 
crop is tiot yet free from the vaga¬ 
ries of, the wedtiwr- Last week of 
September and die first week of 
October are ^erally regard as 
tile most critical period for the 
Cot^n crop. While it'is still pfe-, 
mature to talk abotit the cyiqi very 
!«pitfidctitiy„ one can be reastmably 
certain a^t a' substantial fall in 
cot^ prices eVeir if. the-new crop 


Tlnimday, jloniiflti 

turns out to be os good ae tile last 
one. 

In the context of a possible plti>- 
tiful sufqily, it is meaningleas fo 
talk abwt an tqpward' revision of 
oeii|ag prices as representatives of 
cotton growers in tiie Parliament 
have faem doing. The prioes bf 
Indian cotton are fairly high com¬ 
pared to prices of comparable Cot* 
- tons 'in the rest of the world. That 
high prices of cottpn do not bene¬ 
fit growers as prices are usually 
depressed at the time growers take 
their ’kapas' to the market is nt> 
argument for a revision of ceiling 
prieps,.. What is needed in sura 
a situation is to strengthen the 
holding power of the farmer, re¬ 
duce the cost of marketing, stream¬ 
line the cost structure for farmers 
and Jast, but not the least important, 
to help the farmer improve the 
yield per acre. 

The trade has every reason to 
feci ha^y over the assurance given 
hy ^ri Manubhai Shah that com¬ 
pulsory survey system and the 
supervisory scheme will be reviewed 
and modified at the appropriate 
time. It bears repetition that there 
is no sense in having compulsory 
survey hnd supervisory scheme when 
cotton prices keep substantially be¬ 
low the statutory ceiling. To retain 
compulsory survey and supervisory 
■scheme even when prices keep much 
below the ceiling rates would ex¬ 
pose the Government to the charge 
that it is interested in prepeCuat* 
ing certain vested interest to the 
detriment of the general trade. 

Imports, Export* 

LiSt^s conditions prevailed in 
the qiot cotton inarket throughout 
last tvapk., Business was at an CX* 
trrauily low ebb and the general 
tendency Was subdued though 
prices - were mostly unchangra 
orout^ the previous week’s levcls- 
Apart from the fact that most mills 
are carrying fairly large stocks 
with tiimn, there is a general ten¬ 
dency on the part of the mills to 
keep off the market because of ex- 
Bectatioms of a bumper crap. 
Hardly any export business js re¬ 
ported to have been put tibroti^ fn 
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fioQISAl Deshi nnce the amwiu^- 
ment of tlie export quota as ption 
offered by the oveweaa buyers ^ 
lower than the prevailing Indian' 
prices.- 

Imports of cotton during 1962- 
68 (year ending 31st August) are 
placed at 8,19,966 bales as against 
8,70,595 hales in the prevknis 
season. The break-up figures are 
American 3,99,029 bales (2,99,386), 
Sudan 1,60,245 (1,96,078). Egyptian 
1,28,085 (94,707), East African 

68,110 (1,60,855), Pakistan 47,799 
(90,304) and others 16,642 bales 
(29,313 bales). Exports during the 
season totalled 3,30,633 bales against 
3,28.789 bales in the previous sea¬ 
son. As usual Japan accounted 
for a major share of this itrade 
lifting 2,72,587 bales (2,'W,788) to 
be followed hy the Continent with 
27,234 bales (30,520), U.S.A. 14,176 
019,296), Hong Kong 10,493 
(24,679), U.K. 4,676 (4,601) and 
others 1,467 bales (905 bales). 
Export quotas issued during the 
season amounted to 3 lakh bales 
compiising 2.75 lakh bales of 
Deshi and 25,000 bales of cotton 
stapling 3/4” and below. Exports 
of *oda and vellow pickings con¬ 
tinued to be allowed freely during 
the season. 

Oilseeds 

Seasonal Decline Underway 
'J'HERE was nothing very exciting 
about the up and down move¬ 
ments in oilseeds futures. Fluctua¬ 
tions were narrow, with groundnut 
January moving between Ks 218.50 
and Rs 214.87, castor March bet¬ 
ween Rs 166.25 and R» 164.25 
and liaseed March between Rs 
37.06 and Rs 36 44. Cottonseed 
futurc-s were virtually neglected and 
were quoted nominally around 
Rs 96. The market’s general ten¬ 
dency was subdued due to lack of 
fresh support and moderate bear 
pressure which was particularly 
marked in groundnut. Wednesday’s 
closing prices were only slightly 
above the week’s lowest. 

The trading pattern of groundnut 
futures indicated the beginning of 
the normal seasonal decline. It is 
difficult to say how far the decline 
mi^t go and how long this trend 
will last because quite a gogd deal 
depends on the size of the new crop 
and the fjovernment’s export policy 
for grbundaut oil. But considering 
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that the new crop is }»ogre«dng 
very satisfactorily and it might 
■ well exceed bet season’s outturn, 
groundnut prioes could be eipected 
to register a sizeable decline from tlw 
current levels. Hitherto, new ert^ 
groundnut futures had managed 
to hold fiml because of the remark¬ 
able strength in the spot material. 
But the mood seems to have changed 
and the market’s attention has now 
shifted from current scarcity to 
abundant prospective supplies. In 
the ready section also, the buying 
fervour has subsided and prices 
have developed a somewhat soft 
tendency though the decline is still 
limited due to poor offerings. 
Crushers and vanaspati manufac¬ 
turers are now restricting their 
purchases to their barest require¬ 
ments. 

Export houses reported fairly 
good business in groundnut extrac¬ 
tions last week. Poland pur¬ 
chased nearly 4,500 tons at around 
Rs 393/39.5 per tonne The U K 
also figured as an important buyer 
and paid £ 35-15 to £ 36 per ton 
for October shipment, £ 35-15 to 


£ ' for- '-NottagabeiTy. 

£ 34-10 for December. Jfoiabliy- 
fribiutry-March position was quoted 
between £ 33-17| and, £ 3^10. 
Unconfirmed reports also indicat¬ 
ed (Some business with East Ger- 
laany. Even though expoi;t lof 
groundnut extractions has been 
going on very nicely, settii^ new 
records every year, the Govern¬ 
ment of India has enhanced the 
incentive enabling extraction ma¬ 
nufacturers to import certain 
machinery and chemicals up to 3 
per cent instead of the present 1 
per cent of the fob value of their 
exports. This has raised expecta¬ 
tions that the Ckiveriiment might 
step up the export incentive for 
Crude groundnut oil. Apart from 
exti^ftctions, some business was also 
reported in groundnut H P S Bold 
at around £ 84 U K Hardly any 
fresh export business wa.s reported 
m groundnut oil though shippers 
made mention of inquiriies from 
Canary Island. The U K was said 
to have purchased some 400 to 500 
tons each of castor oil and cotton¬ 
seed cake. The price fetched by 


«dont kill 

THE GOOSE 
THAT LAYS 
GOLDEN EGGS*' 






Tha gont that lays gelitcn eggs Is the export market. 

There Is ■ growing demand for quality engineering goeda 
made In India—goods that are earning both 
reputatleo and valuable foreign exchange for India 
It It not a very euy market. One order from abroad It a 
great opportunity for an exporter to develop Into a 
long-term buainest reletlonthip- provided he continues to 
supply quality goods, prompt service, cqmpetitive prices 
and aervica facilltict. 


Integrity Pays OMdends 

BiaNEBUNG EXPORT PROHODON COUIKIL 

Mb EMshtni* pih thBr), dtemti-l 
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lj|g^ AtOUMd £ Iff? 
tjk»te4 cottonseed cidte mlised 
about £ SI per ton. Stray deals 
were also reported in linse^ cake 
around £ 36'10 to £ 37 but linseed 
oil contiitoed to be neglected^ ite* 
liatrle reports ntdicato dut the Gov' 
eminent has still to make up ks 
mind on the question of Hbentlising 
the export incentive scheme for 

Badness Notes 


di and caMor oil IfewH 
s^hite, the Unkn hfinkter lor Is' 
temational Trade has made A known 
that i|aality conttol will soon be 
made compulsory in napeCt of 
vegetable oil exports. This is as 
it should be. Quality ^ 

essential in order to 
sess buyers about the >1^ 

the stuff they buy. 



Standard Motor 


INURING the year ended Decem¬ 
ber 31, 1962, Standard Motor 
Products' production coats have 
increased due to increased over¬ 
heads and greater use of indigen¬ 
ous components which are costlier 
than imported components. The 
end price of a car is fixed by Gov- 
crnment without any allowance for 
higher costs of components or for 
the Emergency Risks Insurance. 
The Company has represented to 
the Government seeking an upward 
teviaion of prices. 

During 1962 the Company ef¬ 
fected sales of the value of Rs 3.66 
crores compared with Rs 3.50 cro- 
jes in the previous year. The net 
profit before taxation, but after 
providing depreciation, amounted 
to Rs 17.42 lakhs as against 
Rs 17.99 lakhs in 1961 Taxation 
absorbed Rs 5.25 lakhs (Rs 8£5 
lakhs); development rebate reserve 
got Rs 5.60 lakhs (Rs 2.00 lakhs); 
preference dividend will take away 
Rs 4.06 lakhs (Re 4.46 lakhs), Tl^ 
Directors have recommended ordi¬ 
nary dividend at 6 per cent taxUbk 
(as against 7 per cent in i961''ils)d 
9 per cent in 1960) which wiD «bs; 
sorb Rs 2.82 lakhs (Rs 3.29 lalths).^ 
The Managing Agents have waived 
their remuneration for the year. 

The Ccunpany wants to step up 
production to reduce production 
tosts, but due to shortage of foreign 
exchange additional import licences 
are not available and the Coni^ny 
has necesarily to depend upon in¬ 
ternal supplies. The Company has 
attained an indigenous content of 
60 per cent whi<£ is lately to readi 
65 per cent by the end of 1963. 
'^ith tfie manufacture of car bo¬ 
dies, major import-subMitutkm 
will take place, eoononues will re- 
-'ult and profitability will inmirpve. 
Drders. have been placed for 
presses and arrangements are in 


hand for the manufacture of press 
tools. 

The Directors have applied for 
permission to manufacture one-ton 
trucks which are expected to be 
vtiry profitable and Governraent’s 
sanction is awaited. The Govern¬ 
ment has stipulated that the Com¬ 
pany should achieve 90 per cent 
indigenous content by March 1964. 
But till the Company is able to 
build bodies in India, this target 
cannot be reached. The Company 
hopes to manufacture bodies by the 
end of 1964. The scheme of ex¬ 
pansion already in hand and un¬ 
der contemplation will involve an 
additional capital ex^nditure of 
about Rs 85 lakhs. In order to 
meet a part of tiie requirement, the 
Directors preqxise, subject to the 
sanction of the Ojntroller of Capi¬ 
tal Issues, to raise a further capital 
of Rs 25 lakhs by making a rights 
issue of 2t50,000 ordinary shares 
of Rs 10 each, in cash At par^ ps^ 
able in full On application, on 
the basis of one new ordinary (dure 
for every Rs 20 of paid up capital 
in the form of ordinary and de* 
ferred shares held on the date of 
offer. Standard Triumph Interna¬ 
tional of U K has agrm to aube- 
cribe for its right shares of the 
value of Rs 9.22 lakhs in machi¬ 
nery and tooling. 

Keaoram Induatries 
'J'HE working of the different units 
of Kesoram Industries and 
Cotton Mills during the year ended 
March 31, 1963, is considered 
quite satisfactory by the Directors. 
The results would have been bet¬ 
ter but for the Emergency which 
created many difEcuIties. 

In the textile unit, low off-take of 
cloth in the latter hal^ of the year, 
uptrend in cotton prices, higher 
costs of stores and chemicals, 


EatorgAhcy Bilks Insurance, inlMf- 
State sales-tax, additioBal exciw 
and customs levies, and rismg wage 
bills, all affected production coals 
and lowered profitability in dm 
absence of a compensating in- 
crease- in cloth prices,, The ci»n- 
pUfsoty cloth export . sC^me in the 
face of severe internatipnal com- 
petition proved unremunerative, but 
neMriiheless the Company’s ex po rts 
have substantially increased, l^ile 
power cuts and breakdowns effect¬ 
ed production both in quality and 
quantity, shortage of coal supplies 
due ■ to transport diflfeukies raised 
costs. The modernisation pro- 
gramme is now being rephased to 
be in line with present conditions 
in the textile inddustry. 

The second rayon sisction reach¬ 
ed its full productive capacity in 
July 1962 and is functioning satis¬ 
factorily. In the rayon industry 
also, while production Costs have 
been firstling upwards, rayon yam 
prices have remained static for tie 
last five years. The industry is 
looking forward to the award of 
the Tariff Commission to which 
Government has referred the ques¬ 
tion of price fixation. 

The transparent paper unit 
works at a disadvantage having to 
face competition with similar pro¬ 
ducts manufactured by other pro¬ 
cesses which enjoy a lower excise 
duty. The lower off-take precludes 
working of the plant at full capa¬ 
city. However with improvements 
and additions to equipment, the 
Directors hope to overcome these 
difficulties and increase sales. 

The Company's steel-tube project 
has not made headway owing to its 
inability to get the necessary im¬ 
port licence, the. induttry not being 
on the priority list. The Directors 
are pursuing the matter. 

Import licence for Rs 35 lakhs 
for the spun-pipe project has been 
obtained. Loans have been sane* 
tioned by ICICI and IBRD. Deli¬ 
veries of necessary equipment from 
West Geimany are expected to be¬ 
gin from early next year and pro¬ 
duction is expected to start by 
the end of 1964. The Conqiany 
propones to issue debentures {at 
Rs 175 lakhs to meet the financiai 
requirements. 

The year’s operations ^ow that 
sales increased by 24 per cent from 
Re 11.01 crorsB to Rs 14,41 crores. 

Utl 



A new superior 

DRILL by IBOIMKJY 


Cool, oomfortAblc WB 27S X is a new superior 
bleached drill manufactured by BINNY. It is 
mercerised and bean Bn •SJtNFOItfZECy’ 
registered trade mark. Best value far money. , 




Buy your requiremenu 
of .BINWT febr/a ot 
cMtroiied rotu from 
oudwrited fiiNNf Siee> 
fclfts wM Jthfhy this 
sign board. 


THa nueXINOHAM n CARNATie CO. LTO. 
A tutilAWr af MNMY A CO. <MAOaAa> LtO. 

‘ ‘ • ’jm/se/oraw 
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^.tneieesrary ^rovi«i«tu> ‘is' csoital ol tho C«np{^y Irom £-2.0 
h|lig^i|Br by 4^.'?'’p«r coat at Rs S9.91 . nldiion' 'to ' £,2.1 • i^iiUoa by tbe 
j«kb*.' The di^oBabb aiptwnt is- crntton-of I million new tfhures of 


rohcd to Be '62.27 ,lehfas by «ddki||[„ ,,.2 a each) Tbecaphai is hstii;^ tfia^ 
back Directocs^ ' ' cmtimssioQ'''*»!«• to enable the iasa0‘ of bMim iAiilli^ 


vidOd' in tbe^^'t Bttt'aWl6’Wfe4,% W vkptt*H^)g'^ 'Jiojt W.Jwrl.1^- ' 
the Govenw^»«it, Hp4 th® jib^eiuo aerwes .to tfte . extent -of £6^i^S® <. 
ydarii' bdaoots. An 'rf i>< the hropC0tk>n'of one iwW 4lii^ 

Rs 22 -JakV »«> tlaitefeVned bi ^enji»' xrf ‘2 .s W elyery uoitt hi st*^- 
ra) Reserve (,ftg SO.W fakba) ***3 -of 2 e each' held :»# q 6 " 

Il» 40 laklfe to pitSdend Reserro 5* ‘1%3. - f^V -.' ♦ 

(nil). iThe’dividrads for,, tbe yeaf' - - -'—1- 

DTvidraT°**R(^rw ’£-1.37lf3^ coffin^ 13;713,6 gO ' 

Dividend- _ Reserve. . Rreft^Wttt* . , » - , , « . , 


dividend wiU.abstwb Rs 9iM ^lalSis , 
and Ordinary dividend at 13’ per - 
neat grass Rs 25.99 lakhs (Rs 23.98 
lakhs at 12 per bent). The Direc. 
tors take a' reasonably opdmistic 
View of the Cdmpan/s future in 


£ • 1,371,300 coiwtsB^ of 13,713,000: 
units oi'stodk pf 2 s eadh will.ith«rc- 
by .lOand itmeasbd uf% 2)056,950., 
Ttih btertetae of Capital .is prompted 
by the view that the jpiesenf ‘paid 
up capital does net ^ar a fur pro- ^ 
portion to Uie {(ctuai capibi). em- 


;f,ti;;effi3Torld;r<th:^ - busine*. 


units and tbe new piroject* under- To effect the capitalisation, the, 
taken. , , transfer books will be closed from 

November 6 to 13, No- allotment 
Synthetics aitd. Chemicals letters >vdl be issued but the Com- 
CYNTHETICS and Chemicals has .pa«y will straightaway issue relative 
^ changed its , Recounting yew .^rtihcates for the new stock units 
from April-Mercb to January-De- after the allotment. 

lember and ^ence its third Annual Rubber 

Accounts cov^i a period oi, only , . 

nine months ending December 3l^ harvested by Mid- 

1962. The Cxunpany has,- during. ' land Rubber and Produce dur- 
this period, incurred, a loss (rf ing the year ended March 31, 1963, 
Rs 8.22 lakhs after providit^' exceeded the mt-'teiakfti’s output, 
(leprectation and ta:{tation. 16- but fell shb^\)<]^ '{n(peh|®Rons due 
dudiiig the brought forward ba- to adverse wea^r 'aonii^na and 
lance, a tota'l loss of Re 9.39 lakhs heavy pest in|e«totfon., 'While pro- 
is carried forward. ductien cost' was higluir, average 


exceeded the la8l:.ai!ahtti’s output, 
but fell shbrt.'<^ 'ei£peb|aRons due 
to adverse wea^r'botimtiona and 
heavy pest in|e*totk>n..' While pro¬ 
duction cost' was higher, average 
sale price realised was lower due 
to a general fall in (he tea market. 
The ridiber cix^ turned out to -be 
satisfactory, hut here also cost.of 
production went up aijd price rea^ 


The Diiectors state that the ^ to a general fall in the tea market, 
base plant started working in the The ridiber crqi turned out to be 
current yean, btit the produCrion satisfactory, hut here also cost.of 
{irogramme suffered a setback 'flue . production went up apd price rea-* 
to some trouble in a Secdon of ihe.,,^ lisation was fewer, 
plant. Tht Company intends to’' ^ , 

order ftor additional machitierys h’ _ The Directors attribute the . rise 
The plant and machinery already production costs to the imple- 

ipceived and now utidyr' installa- mentation of labour agreements 
lion will expand the productive involving payment of lugher wa- 


lapacity to 30,(K)0 tons and the 
Directors hope that the full rated 


ges, gratuity, compensation, eto. 
increased excito du^, ■ rise in ma- 


• apacity will be reached, by the nuring ,90*4,,’tjqjXaa^ttee on pest 
end of the year. The preliminaiy control, etc. . . 


lest reports indicate that the qua¬ 
lity -of the rubber Viianufactured by 
the Company compares favourably 
'vith international standards. Dur¬ 
ing the year the Company has avail- 
•'ll of an AID loan of Rs 1.16 crores 

a * * 

. Indimi -Copper 
AT " thf Extcaordinary General 

Meeting ' to 'be (Held on, ' Sq>- 


The net profit for the year has 
gone down to Rs 2.98 .lakhs com¬ 
pared with Rs 9.0^ lakhs .in the 
previous year. The Du-ectore have 
transferred Ra 3.05 lakhs from 
Dividend Equalisation Reserve in 
order Pl^vide R« 90,000 for 
,ta;xatioii,^Rs 2,000 for development 
rebate and to pay Rs 1.10 lakhs 
for preference dividend, and lla 4-95 


takhs-'ldr 1^^' 'divill»n3^»t ihh 
ruto 'rf-'19 itor cent na agauwt 421 
per icent ^ in' the ptev^us, J>m»‘ , 

Fsotti' cittient indications, the Dir^ • !' 
ectors ' expea the working renislls.. 
for 196$-M to be satiidactoiy. ’ , 

il^rlii .R^aranmlal Tea ^ .-.•-i 

JOuatoaiUti ami; 

" l^dbfce relied higltor'ctopg of 

aud rardaraom -during , ' 

' dteMir t^ded Mar^ 31, 1963. 'Hie 
’ ino^e ftoro* these cn^s was also 
better at Ra f0&42 'lakha compar- ' ' 
ed' with Rs 9?-R^ lakfaSit ' Rot ^ce > 
~ estate and'dtber i« 9 ^nditure moved 
up frmn Re 32.53 laodn'to Rs <^16> ' 
lakhC ^e pnpiit,realised receded, to. 
n« 13.17 lakhs from Rs 13.31 lakhs. 
Aftepi.adding other .-incomes and ,' 

^ 7 irovsding all charges and taxa¬ 
tion, net profit amounted to 
Rs 0 jl7 lakhs gs> against Rs 7,79 
lakh# in the preceding ;^r. Refund.. 

■ of a^culturai mcMne-mx amouitt- 
ing to Rs 1.49 lakhs and some other 
Items -took the disposable surplus 
up to,, Rs 9.45 ,la,kh8 {Rs 18.44 ‘ 
lakhs) from which the Directors 
have transferrod. Rs, 17,500 to ;* 
Dewlopnient Rebate Reserve, paid 
‘GoldeKp JubRoe Interim dividend 
at'2^kper cent and proposed a final 
dividshd. of 12iJ per cent, the total 
divid^ absorbing .Rk 3R7 Jakhi , 
(I 24 pdr cent last year absorbing' 

Rs 7.24 lakhs). 

‘ ' 

The Cbairman state® that' the 
.Confpnny haR^ an all-tbne record tea ' 
crop during* the yegr but the avetr- . 
age sale price'.realised showed a 
drop. He feels it Would be prema- , 
’ ture to look for any hew records 
this year. The increased excise duty 
on pkrol and diesel- oil, die 20 per - 
'cent surcharge on -excise duty, on 
. teg, Emer gency Ri8]b Insurance) ' 
and .'5PT will all affOct the Corh- 
.pany’s profits. The Chairman' 
assures, however, that every effort 
IS being, ntode 'to keep down costs , 
wherever possible. • 

Imperial Tobacco 
JMPERIAb '.Tobacco has reduced 

Its Rnal dividend on ordinary- 
shares from 4 per cknt to 3 per cent 
thereby making the yegr’g dividend 
8 per cent as' Xgainat 9 per cent in' ^ 
the previous year. Thp Dir^ors ' 
have, though! it prudent to cut the 
dividend in view of the impaht of 
the 1963-64 JBudget on the financial . 
results of the year and on the ' , 
Company’s future profit ex'pratations. 

' ' ’ ' ' iiSla 
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Shalimar Superlac Synthetic Enamel and 

Plastic Emulsion Superloc SyntUtlc Enamel, «v«ilable in JS 

intermitablt colours, may be applied on almost any surface—Interior or 
exterior— at home or m Industry. Superlac Plastic Emulsion brings you 
a fabulous range of colours—easy to apply, odourleaa, and thoroughly 
washable' Both Shalimar Synthetic Enamel and Plastic Emulsion dry 
fast, hsve high covering capacities and, like avery Shalimar paint, offer 
the sum of four decisive elementa —retoureea, research, know-how, 
quality-control—that guarantee aupetior quality and performance. 


pail^nJers in painimaking 

mmm 

A Hinti* e»THS courtAuiw mwp 













__, ... - ''h '■.. 

ifewKjiWifW^^ng 'R« 24$ 
cram (Ifes' l.Tl ' te**- 

don ainounti) W 8« 1-90 crores oom* 
Its 1:46 cjrores in th^ 
preMdns jww; . Interim dividend 
at ,S per-ottW ha» jlwoi’bed Rs 75^ 
lal^ ■(»anie>).> ’FinitJ <Hvi4«lsd wjyn 
absofb R» , flip 60;64 

Ukha). Ttte |w\^ , .traiM- 

[erred » ■luse'pum at Rs SOJudakiiB 
to Reserve wRjph,^ only Re 1249. 
laklia last year, ww balance <»r- 
rfed fofward iariower at Ra 349 
lalclts (Rs 2446 lak&s). 'msk a 
paid up-or<RBary capital of Rs 15.16 
croieis the Company has reserves 
and surplus of Rs 10.71 croies. 
Short term Joans and advances 
aggregate to Rs. 78’lakhs (jiR last 
year). Gross fix«|d assets ol Rs 


' s^afiie'^tMorhibtg ' 

' Hie. Amisti Paper M»1I Project of 
'the Qompany is progressing arell 
apdris expMted to go into prodoc* 
lion before the end of 1964, The 
Dirocton state that the cost of the 
project has gone up opnaiididtthly 
^ due mainly to the Wvy impact'cd . 
increase in import duties, higher 
freight' diarges and -rise hi the , 
cost of indigenous equipment dnd 
tnatejiah.' ' ‘ ' 

\ * H , ^ a < 

The Company has -filed a Writ 
petition with the High pourt .of 
Orissa contesting, the validity , of 
tax ‘ assessed and obtained a stay 
, for the reaHsation of the tax till 
the final ‘disposal of the petition. 


, MOATAT COTTON 

Btrectora of JagatJJt Cotton 
; Textile Mills, Calcutta, state 
thu Ale working of the Mills for the 
year ended January 3X. 1963 has been 
quite satisfactory. Production of 
.yam and cloth improved while the 
'high -standard of quality and efflcl- 
ehey was maintained The turnover, 
Paper Mills for the year endtid hotrover, suffered a slight setback 
March 31, 1963 have been we^ 3^8.02 lakhs to Rs 370 20 

lakhs,. due to slack trade conditions 


12.70 crores are depreciated to 
Rs 8.60 cBpres (Rs 8.39 crores) 
while current assets, etc., are higher 
at Rs 23.53 crores (Rs 21JJ.3 
crores). , 

Orieal Paper 

THE financial results -df Orient 


maintaind. This has btjen 
possible by the increase ih pro¬ 
duction of paper to 65,000 tons 
from 62,000 tbns in the previous. 
year. Tbe upward , trend in the 
cost of raw materials, chemicals, 
power and fuel and in tlje expen¬ 
ses persisted. Additional excise and 
import duties and sales tax and other 
levies pushed up costs further. Sales 
fetched Rs,9.01 crore.s compared 
with Rs. 8.15 crores last year. The 
profit, subject to taxation, amount¬ 
ed to Rs. 140.09 lakhs compared 
with Rs 141.20 lakh.s in- the pr«' 
vious^yeah ' As against a taxation 
provision of Rs 65 lakhs last year, 
the Directors have set aside this 
year Rs 70 lakhs as Deferred Taxa¬ 
tion Reserve, and after allocating 
Rs 2.50 lakhs to Development 
Rebate Reserve,. Rs 3 lakhs tp (^on- 
lingencles Reserr'e (nil) and ffsT l5 
lakhs to General Reserve (Rs 20 
lakhs), th^ have'yiken Rs 50.91 
lakhs to-Dividend Reserve It is 
propoMd to pay out of the Divi¬ 
dend Reserve, Prefetence dividend 
before absorbing Rs 12.73 lakhs 
.tnd Ordinary divimnd on 19,08,725 
shares at R8,2 per share absorbing 
Rs 3847 lakhsl The Otmp^y pajd 
in the previous-year a dividend of 


and large carry-over stocks; but 
conditions have recently improved 
'the Difectors plead for an Increase 
In cloth prices which have become 
unremuneralive on account of the 
' rise in the cost of ihoddctioii 

The Mills’ exports fell short of its 
export obligations of Rs 17 lakhs for 
the July-December 1962 period, and 
so It hSLd to buy'export quotas from 
other mills to avoid the penalty 

.^s a result of unremuneralive 
prices realised botq internally and 
jCXternaHy, profits .have shrunk The 
pre-tax. profit after debiting ' all 
charges and expenses including Ma¬ 
naging Agents' commission and' 
rectors’ remuneration, has amounted 
to Rs 65.,9S lakhk 'compared with 
RS' 61.43 lakhs in the previous ac¬ 
count Taxation provision absorbs 
Rs 33 lakhs (Rs 30 lakhs). Develop¬ 
ment rebate reserve gets Rs 3.30 
lakhs (Rs 1.90 lakhs) Transfer to 
General Reserve is pruned to ^ 12 
lakhs (Rs 22.50 lakhs). Prsference 
' dividend at 8 6 per cent takes, away 
Rx 1.S2 lakhs. Dividend on equity 
shares is propoiied at 16 per cent 
absorbing Rs 8.24 lakhs. 


.Tite ’the,;' 

'-OoriipKii^ l^esenwS and v i^rpkis'^' 
anuHini (hWes Includlng- 

a shsure pitemitun of R# Ik.iO lakhs 
to support its paid'up capital of 'Rs 
94.94 lakhs. Secured dnd uhsehor^ 
loans are-brought down to Rs ^.IH 
lakhs front Rs 128.28 crores. Cur¬ 
rent pmVlildn and Uahllitlee an low-' 
«r At fCs Ul 63 lakhs ' (tU 143.28 
Iakhil(A 'Gsoas Mock Is . d^reclated 
899,87 laltha to 182.46 
lakhifc' Current assets atand reduced 
from Rs 247.42 lakhs to RA 234.34 
lakhr. 

General Tyses 

^ElllERAL i^RES, (Calcutta, has 
.^en grtmteij an industrial 
licetm for the expansion of its in¬ 
stalled capacity to manufacture 
tyrea.An<l tubes, from ISO lakh to 
3 Iak9i .pieces, annually. This would 
require an additional finance of Rs 
1.20 crores for which the Company 
might shortly come out with an 
issue of ri^ts shares, nxia was 
disclosed by Shri K N MukberjeA 
Managing Director of National 
Rubber Manufacturers, Managing 
Agents of the Company. 

ThA Company which is now pro-' 
ducing- tyrrs for cars, trucks and 
liuses, is presently licenced for a 
capacity of 3 lakh sets of tyres and 
'tubes and 6 lakh kg of'camel back 
(retreading material) per annum. 
Tlie Company is in tecnnical colla¬ 
boration whh Technoexport Foreign 
Trade Corporation, . Prague, Cxfc- 
choslpvakia, which baa supplied the 
necessary plant and machinery of- 
the moat advanced type to this 
Comjjfiny. The Czech collaborators' 
who have 'installed tyte and rubber 
factories in' 25 other countries 
have entered into an agreement 
. with 'lihe Company to purchase 
substantial quantitites of tyres dur¬ 
ing the next few years for sale 
wiihin their country or export out¬ 
side. Besides the Company is fi;ef 
to export to any part of the world 
^^ithout restrictions 

A feature of the Company’s pro¬ 
duction is that tyres are manufac- 
tbred to suit the diverse Indian 
roads and eliraatic conditions after 
taking into account the result of 
extensive studies of varying condi¬ 
tions. Tyres are tested as regards 
, their suitability in different areas 
where they are marketed. 
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CURfliMT STATISTICS : ■ 


BANKING RETURNS 

(7i£j cTorts) 


Rcaerve Bank 

SepLS 

Sep 6 

Aug 16 

Sep 14, 
*62 

1 Note circulation 

2224 41 

2218.88 

2236.43 

3041.70 

2 Rupee coin 

121.86 

121.50 

119 36 

122.96 

3 Deposits 





(a) Central Oovi 

74 54 

94 54 

57.36 

64.42 

(bt Other Govts 

11 72 

7.76 

16 65 

29.40 

(c) Banks 

92 20 

86.28 

88.63 

84.47 

(d) Others 

188.98 

159.05 

203.12 

160.25 

4 Foreign securities 

1 80.46 

89 46 

90.26 

88.34 

n Balance abroad 

7.74 

6.67 

4.28 

5.76 

6 Rupee securities 

1907 21 

1907 21 

1921.32 

1728.03 

7 investments 

2Ud.o6 

205.07 

264.41 

193.47 

H Loans ana advances 




to CrUVtS 

47.25 

,53.32 

40 17 

24 88 

9 Other loans and 





advances 

144 28 

180.96 

141.46 

158.92 

iSebeduled Banks 

Hep 6 

Aug SO 

Aug 9 

Sep 7, 





'62 

1 Aggregate 





deposits (net) 

2186 89 

2197.78 

2162 05 

2023.73 

Demand tneii 

956 42 

956.94 

940.84 

791.08 

Time (net) 

1230 47 

1240.84 

1221.21 

1232.65 

3 Cash in hand 

.52.74 

60.80 

51.60 

49.13 

3 Balance with 





Reserve Bank 

87.84 

88 01 

87 43 

8910 

4 (2)f(3)as% 





01 tl) 

6 43 

6.32 

6.43 

6.83 

8 Borrowings from 





Reserve Bank 

3.08 

0 84 

3.11 

42.65 

lat Agednst usance 



1 

bins and/or pro- 




missory notes 

1 20 


1.95 

21.60 

(b) Others 

1.85 

0 84 

1.16 

21.06 

6 Advances 

1256 94 

1249.22 

1273.42 

1211.46 

(a) State Bank 

241 58 

237 23 

248.43 

262 81 

(b) Others 

1015.36 

1011.09 

1024.99 

948.64 

7 Bills discounted 





(a) Inland 

162 97 

169.05 

163.48 

15013 

(b) Foreign 

53 55 

51B0 

50.66 

50.05 

tc) Total 

216 52 

211.76 

214.14 

200.18 

(1) State Bank 

15.78 

15.75 

15.81 

14.22 

(11) Others 

200 74 

106 00 

198.33 

186.96 

8 (6) + (7) asTc. 





of (1) 

67 38 

66 47 

68.80 

69 74 

» Invstment In 





Govt Securities 

738 64 

761,04 

71613 

681.61 

10 (9) as % of (1) 

33 78 

34,63 

33.12 

33.68 1 

Bombay Money Rates 



(Per cent per 

annum)' 


1 

Sep e Aug SO 

Aug 7 

Sep 7, 

can money 




*62 

from Banks 


1,00 

2B4 

4.66 

Deposits 





seven days - 


3 00 

3.00 

3.00 

Three months — 


— 

3.50 


Six months 3.75 

3,75 

3.76 

3,76 i 


INI^X NUMBER OF WHOUESAU! PRICES 



(Bore : 1952-53 = 

= 100) 


Group and Sub-Group WSBK 

ENDING 


17,8 83 

10.8.63 

20.7.63 

! 18.6.62 

Food Arttcles 

187.6 

188.0 

m.7 

181.2 

Cereals 

116.1 

115.1 

115.3 

109.7 

Pulses 

167.3 

107.9 

110.1 

112.7 

Fruits & Vegetables 

141 6 

144.6 

138.5 

148.0 

Milk & Ghee 

127,6 

131.1 

129.4 

129.0 

Bdlble Oils 

1513 

149.9 

151.3 

160.9 

Fish, Eggs & Meat 

153.1 

1617 

147.5 

149.3 

Sugar and Gur 

201.0 

167.2 

164.4 

152,3 

Others 

183.5 

187.6 

190.0 

171.0 

Llguor Tobaeco 

119 6 

119.6 

119.0 

99.6 

Tobacco 

116.7 

116 7 

118 1 

96.1 

Fuel, Power, Light * 





Lubricants: 

187 0 

187.0 

187.1 

122.5 

Industrial Ran 





Material 

188.3 

137.1 

138 2 

189.9 

Fibres 

132.2 

130.9 

129 4 

128.2 

Oilseeds 

153.0 

151.4 

155 6 

161.6 

Minerals 

63.4 

93 4 

93 4 

93.4 

Others 

125.2 

1251 

124.8 

124.3 

Maniifaeture.R 

188.6 

188.7 

140 4 

142 8 

lirtermedlate ProdwtN 

180.9 

180.5 

130.6 

128.8 

Finished Products 

129.7 

129.2 

129.0 

126.5 

Textiles 

1281 

127 4 

126 4 

1261 

Cotton 

135.1 

135 0 

136 0 

129.2 

Jute 

102.5 

1018 

97 6 

110 7 

Woollen 

156.6 

1.56.6 

156 6 

141 3 

Silk & Rayon 

140.7 

136 3 

136 7 

131.5 

Metal Products 

163 0 

163 0 

163 0 

1610 

Chemicals 

117.3 

117.3 

117 2 

114 7 

Oil Cakes 

180.7 

160.4 

170,2 

164 2 

Machinery & Transport 




Equipment 

123.8 

123.8 

123 8 

117 6 

Others 

128 6 

128 4 

128 4 

125.1 

All Commodities 

185 8 

185.8 

135.8 

180.9 

Foreign Exchange Reserves 



(Ks Lakhn) 







Variations ovei 




the previous 

End of 

Amount 


year/monlh 

1963 July 

262,25 


— 26,75 

Junr 

288,99 


— 17,42 

May 

306,41 


+ 11,67 

1962 July 

243,36 


+ 

2,11 

June 

241,24 



9,13 

1962-63 

295,10 


_ 

2,21 

1961-62 

297,31 


_ 

6,30 

1960-61 

303,61 


— 59,26 

1959-60 

362,87 


— 16,05 

1958-59 

378,92 


— 42,30 

195/-58 

421,22 


—259,88 

1956-57 

681,10 


—143,51 

1951-52 

786,69 


—164.72 

Source : Reserve Bank 

of India 





Employmeot Exchanges 

{In ’000*) 


1962 
(Toul) 

342 

3,844.9 
790.4 
498 1 
2,379.5 

- c-xcepc numoer ot employment exchenm. 

T At the end of the penod. 

.Source 1 MiniRiry of Labour and Employment, Govemnieni 
of India. 


No of employment 
exchangeef 
No of reg'igcrations 
No of vacancieb 
notified 

No of applicants plac 
in employment 
No of applicants on 
live registers t 


June ’63 

May ’63 

June ’I 

350 

350 

342 

395.2 

358 7 

353.2 

77.3 

ed 

87 7 

67.3 

42.7 

46.1 

39.2 

2.684,7 

2,633.2 

2,062.9 
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<lii ftentti W i-fFheetom) 


Aggnfftie tnm Ai »3 1 to July 31 > 1963 


BcmuI Gauge 


Metre Gauge 


Reven«e>Eamliig Traffic 

Coal and coke for public 
Grains and pulsea 
Oilseeds 
Raw cotton 
Cotton manufactured 
Raw Jute 
Jute manufactured 
Sugar 
Sugarcane 
Cement 
Iron and steel 
Pig iron 
Others 
Tea 

Metallic ore 
Manganese or<‘ 

Iron ore 
Others 

Liincstone and dolomite 
Miscellaneous full wagons 
Miscellaneous smalls 
INon-Revenue Traffic 
Coal for home line 
Coal for other Govt, railtiays and 
manufacturing units 
Other stores 
TOTAL 



499.8 

585.0 

+ 17.0 

86.8 

101.6 

+ 17.0 

141.1 

171.0 

+21.2 

125.3 

139.8 

+ 11.6 

19.0 

21.? 

1-12.2 

21.0 

23 1 

+ 9.8 

82 

B.1 

— 0 63 

7.3 

66 

— 9.01 

3.4 

3.1 

- 8-67 

0.8 

1.0 

+24.1 

20 4 

12.8 

-37.0 

20.6 

12.3 

—40.4 

2.1 

2.4 

+ 14.7 

26 

2.4 

— 9 36 

24 2 

23 4 

— 3.02 

29.7 

26.6 

— 9.61 

11 7 

0.2 

—98.7 

69.4 

1.6 

—76.6 

62.2 

72.6 

+ 16.6 

57.5 

57.4 

- 0.2S 

13.0 

17.0 

+ 31.0 

2.6 

1.7 

—32.0 

107.5 

131 7 

+22.5 

23 3 

22.7 

— 2.76 

2.9 

2.6 

- 8 50 

48 

3.8 

—201 

21 0 

16.0 

-23.8 

54 

3.6 

—32.2 

186.7 

223 1 

+ 19.5 

20.4 

21.0 

+ 2.04 

9.3 

10.6 

+ 14.3 

9 1 

7.2 

—20.9 

87.3 

86.8 

- 0.56 

25 7 

21.8 

—15.3 

541 3 

606.8 

+ 12.1 

423 4 

460 3 

+ 8.74 

110.6 

108.9 

- 1.69 

93.1 

89 8 

— 3J7 

93 8 

102 8 

+ 9 67 

92 4 

93 1 

4 0.73 

165 6 

176.4 

+ 6.53 

7 7 

13.3 

+73.7 

64 2 

82.9 

+29.2 

51.7 

69 6 

+34.6 

2195.0 

2465.4 

+ 12.3 

1180 6 

1180.6 

+ 0.00 


Source : Ministry of Railways (Railway Board), Government of India 


SMALL SAVINGS 


(Rs Lakhf) 


June '63 


May ’63 April ’63 


June 62 


1962-63 

Total 


1961-62 

Total 


I Dial Small Savings 
National Savings Certificates 
5 years 
7 years 
12 years 

National Plan Certificates 
12 years 
10 years 

'mnuity Certificates 
(15 years) 

(simulative Time Deposits 
5 years 
10 years 

Ooit Office Savings 
Bank Deposits 
Cash Certificates, Defence 
Savings Certificates and 
Defence Savings Bank 
Deposits 
I leasury 

10 years Deposit (3i%) 
Savings Certificates (4%) 


R 

o 

R 

o 

R 

o 

R 

O 

R 

O 

R 

O 

- 

— 

29,91 

950,22 

*^1,13 

947,76 

27,60 

779,23 

361,55 

943,86 

341,48 

872,39 


54 


55 


57 


79 

_ 

59 

_ 

86 

— 

1,27 

— 

1.32 


1.36 

— 

1.79 

— 

1,40 

_ 

1,89 

- 

43,87 


45,34 

— 

46.75 

— 

61,68 

— 

48,23 

— 

65,52 

__ 

361,25 

_ 

363,29 

_ 

365.43 

5,9t 

360,11 

42,18 

368,16 

79,81 

347,96 


16,01 

— 

16,05 

— 

16.17 

— 

16.62 

— 

16,31 

— 

17,91 

2 

3,82 


3,83 


3,83 

t 

3,71 

50 

3,83 

49 

3,63 

44 

8,82 

49 

8,41 

41! 

7,95 

26 

4,6.3 

3.79 

7,55 

2,33 

3,96 

19 

4,06 

18 

3,88 

16 

3,71 

U 

2,26 

1.67 

3,56 

1,01 

1,91 

-- 

— 

19,68 

345,79 

20.48, 

349,21 

20,27 

331,35 

242.15 

350,82 

241.05 

347,90 

_ 

-42,66 


^2,64 

—e 

-42.65 

_ 

-42,53 

— 

-42,62 

_ 

-42,43 


18,93 

. 

19.37 

— 

19,90 

_ 

25,53 

,, 

20.38 

— 

27,50 

— 

60,57 

— 

60,62 

— 

60,66 

97 

56.56 

— 

60,70 

16,79 

53,35 


Nate; Annual figures relate to the year beginning April- R = Receipts, O = Outstandings- 
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Accountant General, PdsU and 


Telegraphs Department, Government of India, and Reserve Bank of India. 
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T K’s Retreat 


JS the Governinent still collectively rcsponsiblt; for its policy? The 
Voice of America agreement had pointedly raised the question 


Sukarno and Malaysia — Kamaraj 
Han in Action — Amending 
Patents Act — Government’s 
Homis Tied — Coal Uncertain¬ 
ties 1622 

OUR CALCUTTA LETTER 


whether the country wag got'erned by the collective Cabinet decision or 
by so many Ministers, each acting.according'to his own light. And 
now the manner in which T T Krishnamachari has procoeded 
“modify’’ his predecessor’s policies appears to confirm that Govern¬ 
ment’s policies dre more, those of individual Ministerg than of the w.hole 


Manageittent of Public Enterprises: 
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Finance Ministry 1625 
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Cabinet. 

-The Compulsory Deposit Scheme was to cover five categories, of 
people — income tax payers, non-income tax paying salary earners, 
land revenue payers, urban immovable property holders and sales tax 
payeis—and had been brought into operation for the first two. It has 
now been decided not to extend the Scheme to the remaining three 
categories and, further, to exetnpt non-tax paying salary earners also — 
in effect, it now continues merely as a relief to tax payers. Thus the 
basic objective of the scheme, which was to cover those sections at the 
population which would not save except under compulsion, has beiai 
abandoned. 


— Nigel Harns 1633 There was a case for exempting the low income groups from the 

SPECIAL ARTICLES CDS on the ground tliat since the scheme was introduced the cost of 

^"Di^race^ “ Ca/iita/ Drift and living has gone up sharply so that in real terms it would now impose 

—^Flibbertigibbet 1631 ® harsher burden than was intended. But T T K’s justifications 

Salaear’r Losing Battles’ Angola lor Scrapping the scheme are different and unconvincing, For, neither 

and Portugal the administrative problems nor the State Governments’ recalcitrance 

— Frederick F Clairmonte 1635 could have been unknown to the Government at the time when the 
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scheme was formulated. It has become the usual tiling for the Plan¬ 
ning Commission and the Central Government to periodically diastise 
the States for not pulling their weight in raising revenues and to urge 
them to make the necessary effort; the States’ reluctance to touch that 
holy cow, the agriculturist, is equally well known. It was hardly 
•surprising, therefore, that “many State Governments were far from 
happy” about the CDS; what is astounding is that the Finance Minister 
has given in so tamely. 

If CDS was a fiscal innovation. Gold Control was intended to usher 
in a social revolution, with an economic end. The immediate purpose 
was to check smuggling, but the long term objective was to wean people 
away from the gold habit. It was recognbed that the latter was ill 
the ultimate analysis e.ssential to the achievement of the first objective. 
Now, not even the most enthusiastic supporter of the Gold Control 
claimed that, as formulated, it measured anywhere up to its revolutionary 
objective. The principal loophole was, of course, dial it left gold orna¬ 
ments outside its purview — unlike gold bullion, ornaments were not 
required to be declared. This made both the immediate ttilid^|he long 
term objectives so much more difficult to achieve. V,' 

If, then. Gold Control needed to be modified it was by toaking it 
obligatory to declare gold ornaments. Instead now the gdps have been 
widened by allowing the conversion of old jewellery into omainents of 
higher than 14.carat purity. Tfab means that open manttfacbire of-pute 



I'v'-if 



\ji^ will be perariitqd. 

a<i4 Mnce the Government can '4e* 
finitely not keep a continuous cbetsk 
on the activity of two or diree 
Inkh goldsmiths there will be no 
way of ensuring that the now-legal 
manufacture of pure gold orna¬ 
ments will be only out of old 
jewellery and not new gold In fact, 
the reluxation goes even further and 
insofar as T T K has opened thy 
door to “private transactions”' in 
newly-made pure gold ornaments, 
not only is the task of converting 
smuggled gold into ornaments 
made much less risky but the pro¬ 
blem of disposing of the ornaments 
is also largely solved. 

If the changes in Gold Control 
are inimical to its obj'eotives, 
T T K’s reasons for making them 


. 

j , i 

af» eyes tSpons (» tinderr 

stand. Tiit pnrmi^n to converf ' 
old jewellery intd pWe gold orna¬ 
ments will, tt.,iB suggested, provide 
employment to ^fdsmiths who had 
been thrown out ^ work by Gold 
Control. But was it not part of 
tlie logic of Gold Cohtrol ^hat 
goldsmithing, had 'no place in the 
economy since ft sustained Itself on 
gold smuggled ipto'the i^^ntry at 
intolerable cost in,, ex¬ 
change ? The ,y?fax'iif Ihd Cold 

Control has alsp been dictated, ac¬ 
cording to T T K, by d«^erence to 
the “sentiments of the people who 
... have a great deal of atlgchment 
to gold and gold ornaments”. This 
is a strange argument indeed con¬ 
sidering that it was precisely the 
objective of Gold Control to over-' 

France’s Turn 


‘diine ^ 

atno&r 'ihide 

was oone no ‘antofant' jal ^adirtte Wls. 
-live checks ,and ■vimlajhCB' 
an ^d to -amuggfing. . 

It is not unusual fore ^veirn- 
ment to retract policies once acisep: 
ted. But when, policies are altensd 
or given up ‘ without sufiici^ht rea¬ 
son with just the, change of a Mus¬ 
ter, the , impression Js inevitably 
created that they are the creations 
of individual Ministers . raider 
than of the whole Cabinet. 

Prime Minister has on various 
occasions in the past sought, to 
deny that this is in fact so, but 
with growing evidence tO the .con¬ 
trary the denials definitely lose 
conviction. 


F lias become increasingly clear 
in recent years that industrialis¬ 
ed countries in the post-war period 
have passed through clearly demar¬ 
cated phases The period ol rapid 
expansion which includes a very 
high demand for labour and vast 
expans on in trade, has been follow¬ 
ed in the UK and US by periods of 
relative stagnation in which, alle* 
gedty, wage-stimu'ated inflation ero¬ 
des the competitiveness of exports 
leading to recurrent payments crises 
and, as a consequence, periodic cut¬ 
backs in activity which reduce the 
rate of growth almost to stagnation. 
How this particular plateau is to be 
overcome is as yet not clear —some 
economists have urged radical re¬ 
form of the world monetary system 
to permit trade expansion without 
the limits of short-term domestic 
deficits; others have stressed the 
need to raise the purchasmg pywer 
of under-developed countries so that 
such countries can take up, more of 
the expanding output of the West. 

In Britain and America the im¬ 
mediate solu'ions have not been 
very effective. Britain, the Trojan 
Horse of American busines.s, sought 
to break into what was then thought 
to be the unlimited potential of the 
F.urbnean Market, without sucress. 
The US followed up this failure by 
at'emotlng to achieve the relaxation 
of tariff harriers through GATT and 
throunh the ‘rhicken war'. Britain, 
rebuffed by the supreme self-confi- 
denpe of the Europeans, retreated 
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into planning, maintaining full em¬ 
ployment (more or less) but stri¬ 
ving by various means to limit the 
onward march of costs, and parti¬ 
cularly wages — without thereby 
succeeding in raising her rate of 
growth. The US dollar continued 
to weaken, despite strenuous effoits 
to cut-bark expenditure abroaci 
through restrictions on expatriate 
Americans, attemp’.s to get the Eu¬ 
ropeans, and particularly the West 
Germans, to support a higher pro¬ 
portion of defence costs, and the 
cut-back in foreign aid, one as¬ 
pect of which has been the Indian 
Hekaro affair. What growth the 
US has achieved has been at the 
expense of emp'ovment —■ the Ame¬ 
rican economy has proved increas- 
ingly incapab'e of utilising to the 
full her manpower resource. 

Initially the Europeans could af¬ 
ford to Ignore the Anglo-Saxon di¬ 
lemma, but increasingly of late, the 
Eurorx'an economies have faced 
identical problems. The German in¬ 
flation has reached the staire where 
It affects export rompetitivenes,s. 
The easy supply of new labour into 
the West German market from East 
Germany, Italy. Spain and Greece 
has tended to dry up as those coun¬ 
tries ehber restricted exit or ex¬ 
panded themselves. Erhard, the high- 
priest of postwar ‘free market’ eco¬ 
nomics, has been forced to intervene 
in the economy to try and hold 
costs down — whether by interven¬ 


ing in the metal-workers wage dis¬ 
pute, or by lowering tariffs on 
Rcnaults to depress Volkswagen 
prices (compare Kennedy and Big 
SUel for the earlier Anglo-Saxon 
period). Pc.litically, the troubles 
make Germany more syrojiathelic to 
the Anglo-Saxon case, and help its 
quiet lepudiation of the Gaullisl 
concept ion of a European autarchy, 
self-.suffcient and splendidly isloatcd. 
The end of the Adenauer era next 
month will help make the shift to 
more flexible policies possible both 
at home and abroad. Meanwhile, 
even Italy has begun to experionci' 
sharp infla'ionary pressures which 
will demand shortly sharp remedies 
of the now-traditional kind — in 
the past year, the Italian cost of 
living has risen 8 per cent and 
wages 11 per cent, with disastrous 
effec’s on the already deficit exter¬ 
nal payments. Only Spain, just on 
the veige of her laoid growth phase 
and with abundant resources of 
cheao labour, can afford to smile 
On the problems of affluence. 

Now Frame has begun to feel the 
pre-ssure of rising costs and declin¬ 
ing trade surplus. In the past ten 
years, France has been transformed 
'ilently from a country with a sub¬ 
stantial peasantry iiito a modern 
urban economy. France tUd ooi 
share in the great .expansion of 

world trade between 1954 and 1957, 
but after the devaluation of Decem¬ 
ber. 1958, and the .depyession of 
real wages, that accompsMiiwf the cii 






1 ^ ^ jam e^r jfa^ 
ii^U^aiiitii^ .foifei '$«ar^ fron’ce '^aw^ 
i t;>n )Hsr 

of ffnii .it ytnn not imtif 

i&ii|>l91%ii^l iinpdrte finally*,cat 4 gM 
up with ^pons,. In the intemni 
Fi^aiUdn -hacl expanded her trade 
with ^ Gonunr^n, Market until now 
it if(^ approachjKti half her < entire 
trati^ FHtoce’s. trade with her fca<- 
mer. overseas possessions being 


afltong the sufferers. Commensurate- 
ly, the cottiposiiioh -of French ex¬ 
ports has changed — from agricul¬ 
tural, crude steel' and semi-finished 
ptpdacts, to machinery, chemicals 
and particularly cars — in re¬ 
cent years. In this shift, the drift 
froip the land was a necessary part, 
as was the accelerated concentration 
m French ihdustry. 

It is against this background that 
the recent French measures to cur¬ 
tail mflatiOn must be sepn. The re¬ 
cent -OECD Annual Report on the 
French economy firmly rebutted the 
charge that France suffered from 
demand or cost Inflation — the ex¬ 
ternal surplus, it alleged, was ade- • 
quate disproof of tlie charge. Yet 
trade union pressure, particularly 
in the public sector, suggests that if 
there is no inflation, it is because 
the State is underpaying its em¬ 
ployees. From March, the Govern¬ 
ment agreed to raise public pay in¬ 
to line with private. Two days after 
the OECD Report (based on French 
Treasury information), ^rime Minis¬ 
ter Rompidou announced extensive 
measures to combat cxcjessive de¬ 
mand inflation. A limit on and pre¬ 
cise selection of all fpmjs of credit, 
raised taxes, a price freeze, cuts in 
tariffs, and 3 per cent limit for 
two years on pay increases (despite 
the Government’s assurance to its 
own employees) comprise the de¬ 
fences. The 3' per qent wage in¬ 
crease limit is, of coul-se, closely 
similar to the British wage ‘pause’ 
of 1960-1, 

Through these- means, it is hoped, 
employers will have adequate in¬ 
centive to hold down wages, and the 
natural tendency of vyages to rise 
will he shopped, so far as to keep 
the cost of living stable or failing 
for three tp six months ahead.' The 
steady rise in militanev in' the 
French unions now that th? Alge¬ 
rian esmergency is removed, sytgwte 
they will'hardly accept the challenge 
meekly. Ip any base,.the effet^ive- 


JknM nniMSirrn t wi aat was m- 
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living, it «t the expenaa pf 

the rale pf g»?wfih (a» in Hrftain) 
or employment (aa in the iJS)» or' 
the ecoapmy ^rapidly makes up what, 
has been )ost as soon as restriotioas 
are' withdrawn. Only a qualitative 
shift in the .relatioiHtoip ot wages to, 
prices could give real relief, and 
that is politically impossible, 

' ' . ' •• f 

However, the machinery of plan¬ 
ning In France, much lauded in Bri¬ 
tain while it was successful, might 
—who knows - 7 - be the magic 


^nn iDm. Warn lua .hhm awaiti%. 
Soi»dbtr« howam, ^tamning* aoeais 
more, a ritaat incantaioty a domes- 
tic evasion of what is lesdly a pro¬ 
blem fundamental to the world eco¬ 
nomy as a whole. Ihe old problem 
of dassical. capitalism, how to keep 
the wheels turning ever faster wi&- 
out paying but ^cient income to 
purchase output, seems to have re-' 
asserted itself in a new form—how 
to keep the cost (ff fully employed 
labour declining, as a proportion of 
total costs so that, tempbrari.'y, 
some advantage can be gained in 
the crowded markets of the world. 


Afanagers for Public Enterprucs 


3|ANAGEMENT of public enler- 
prises is a subject which has 
been engaging ^e attention of 
C Subramaniam since he took Over 
as Minister for S.eel and Heavy 
Industry — and fruitfully. The im¬ 
plications, as well as the limitations, 
of the changes be has proposed in 
the management of Durgapur ami 
Sindn are examined by our Cal¬ 
cutta . Correspondent elsewhere in 
this issue. Subramaniam’s efforts, 
however, highlight by contrast the 
Government’s total neglect of the 
problem of building up management 
cadres fvor the public sec'Or. This is 
a problem not for Subramaniam, 
but for tlie whole Cabinet to tackle. 
It is also a difficult problem since 
the correct solutions will involve 
treading on not a few. sensitive, and 
influential, corns.' 

The creation of an administrative 
cadre for public enterprises was sug¬ 
gested way back 'in 1951 by the-^r- 
wala ' Committee, but the siiggestton 
provoked no action Hll the Estimates 
Committee of Parliament reactivated 
the issue by recommending the esta- 
b'ishment of an All-India Commer¬ 
cial and Industrial Service The 
Government then appeared tp accept 
the recommendations and the Se¬ 
cond Plan contained this definitive' 
statement on the subject : “It has 
been recently decided to establish an 
Industrial Managemoiit Service, for 
staffing State enterprises under the 
Ministrib of Production, Transport, 
Communibatione, Iron and 5tcel 
and Commerce and Industry”. 

The Industrial Management Ser¬ 
vice was,' of course, never bom. In¬ 
stead, the Government sought to 
quieten the clamour in Parliament 
by creating in 1957 the Industrial 


Management Pool, the manner of 
recruitment to which has been gra¬ 
phically described by a contributor 
in this journal : “The time and 
energy spent over the whole affair 
—1,500 app’icalions received, 1,000 
interviewed, 200 selected, and 100 
recruiled — made it look too mpefa 
like an elaborate ‘khedda* opera¬ 
tion. A herd of officers was some-' 
how decoyed into an enclosure and 
the barrier closed on it; even so 
more than half escaped capture.” 
(“The Administrative Experiment 
that tailed”, February 23, 1963). 

The Industrial Management Pool 
has stagnated and the officers, 
though all absorbed in public sector 
undertakings, remain even today 
without any definite place in them. 
The top management of these enter¬ 
prises continues to be in the hands 
of a variety of elements ampng 
whom officers temporarily drafted 
from the All-India administrative 
services predominate. Some of the 
undertakings, like Hindus'an Steel 
and Life Insurance Corporation, 
have meanwhile formed their own 
management cadres, recruited 
through all-India competition. Ibere 
are thus as many as four types of 
management personnel in. these 
undertakings—officers froth the all- 
India services. Industrial Manage¬ 
ment Pool oflficera, personnel dired> 
ly recruited on an ^ Aoc basis and 
officers recruited to their regular 
cadres. It is hardly surprising that 
it has not been possible to weld such 
a botch potch into a homogeneous 
management cgdre. 

It may stRl not be too late to 
bring together the officers of the 
Industrial Management Pool ahd 
those recruited by the individual 




' to form the nuclota if 

an iiMf^pendent alMndia service for 
tlw public sector. It is really the 
practice of deputing officers from 
the alMndia sen'ices which creates 
an intractable problem. These offi¬ 
cers have their own service rules, 
etc, and their own distinct sphere 
which IS not the management of 
commercial enterprises Besidos, the 
presence of officers who are part of 
the regular Gov«rnment machinery 
in the top posts in public sector en¬ 
terprises cannot but adversely nffert 
their autonomy, the fostering of 
which appears to be the principal 


Sukarno and Malaysia 

Qun editorial caution two week.s 
ago was not justified. The 
new federation of Malaysia lias in 
fact been created. Yet the early 
days have been troubled. Tin- Indo¬ 
nesians have burned down the Bn 
li.sh Embassy in Jakarta. British 
installations and houses, seized 
some major British firms m Indo 
nesia, further armed their hordei 
with Sarawak, and lobbed four 
mortar shells over that bordei 
Most recently, Sukarno has ques 
lioned the UN Survey of Sarawak 
and Sabah opinion, and stated his 
firm intention of ciuslung the neo- 
colonial’ federation. Even eat her, a 
Malayan mob attacked the Indone¬ 
sian Embassy in Kuala Lunipiii 
and Consular offices m I’enang 

It seems clear that at some stage 
Sukarno lost control — as in 1957, 
during the anti-Dutch campaign 
for Infest Irian, the Indonesian 
Communist Party sought lluough 
its enormous influence m the trade 
union and youth organisations to 
push Sukarno to take mevotable 
action. Then the trade mnonisti' 
seized firms and presented Sukarno 
with a fait accompli which he loiild 
not but ratify, giv^en the emotional 
furore of the time, by nationalisa¬ 
tion, despite, the fact that it vvas 
the Indonesian rather than the 
Dutch economy which snITered, 
In the present case, Sukarno re¬ 
sisted and despite populai feeling 
ordered the return of sequestered 
British property to its owners. IIS 
pressure has been exercised to 
strengths Sukarno’s resistance — 
with,,the throat of the wihdrawal 

\m 


putpose df ShAintmanlam’s hmeva’ 
tions. Further, most of diese officers 
remain with the enterprises for pe¬ 
riods rarely exceedittg five years and 
usually stsorter. Ihe cotisequent 
rapid turnover of the senior staff of 
these units prevents the growth of 
any sense of involvement or com¬ 
mitment For the officers from the 
all-India services, their tenure in 
these units is an interregnum before 
appointment to senior posts in their 
own sphere 

Since the Government took the 
tinforlunale decision not to ronsti- 


an idl'Iiidia Management'' 

Viee, at the hepnifing the Smjmd 
Plan, the public sector in induetry 
has grown enormouiffy and the 
Government cannot avoid much 
longer reconsidering its earlier 
decision. The understandable oppo¬ 
sition from the existing all-India 
seWices to tljeir exclusion from iht 
extensive, and attractive, employ¬ 
ment opportunities in public sector 
commercial undertakings will have 
to be overcome as also the Home 
Ministry’s known reluctance to pro¬ 
vide any superior cadre outside 
these services. 
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of IMF and World Bank loans as 
leserve weapon. 

On the other side, Malaya has 
not been inactive. Supported by 
British arms, and now Australian, 
the Tunku has lefuse.d to go further 
in conciliation of Sukarno. Battle 
units aie to be despatched to Sara¬ 
wak to join the forces now being 
mobilised there, and the Chief of 
.Staff i.s liuniedly being called 
borne The diplomatic silence now 
reigning between Kuala Lumpui 
and Jakarta has not so far inter- 
vujited the entrepot trade through 
Malayan ports from which Indo¬ 
nesia derives a large chunk of her 
foreign earnings — while the car¬ 
goes contiruie to move, it is unclear 
whether the earnings will ultimately 
fillet back to Jakarta. 

Some activity by Sukarno was to 
be expected. How far he will press 
It will demonstrate to what extent 
he is out of contiol of Indonesia and 
being stampeded into action by his 
own left-wing For the prizes are 
relatively small in any serious hosti¬ 
lities, and the possible hazards im¬ 
mense. True the UN Survey of 
Sarawak found at least a quarter of 
the population hostile to Malaysia 
—• the country has a large Commu¬ 
nist Paity, and the terrain is ideal 
for a guerilla war of attrition. 
Ti-ue also that Singapore’s indus¬ 
trial sector is turbulent and strongly 
left — Lee’s recent victory over the 
Bansan Socialis (37 PAPs to 13 
Barisans in a 51-man Assembly) in 
fact entailed PAP losing 6 seats, 
and was partly contingent on prior 
mass arrests of left-wingers. Again, 
the small minorities in Sabah and 


Saiawak will not take kindly to any 
centralising trends in Malaysian 
(jovemment, trends necessary foi 
those territorie^ to develop. Finally. 
Malay troops in any Malaysian 
territory w-here the Chinese are 
stiong could close the gap between 
the Communist and non Commu 
mst Chinese, leading to a united 
(Chinese front to oppose the Malays 

Ail these things count as strategii 
consideiations for Sukarno. Hi.'- 
public case against Malaysia - 
that it is a British creation to re 
tain British military power in 
South-East Asia, to safeguard Bn 
tish investments there and build a 
stable anti-Communi.st front — may 
be true, but the costs of interven¬ 
tion arc too high Indone.sia cannot 
sunultaneously sustain the havoc 
Malaya and Singapore could wreak 
on her foreign trade, and a wai 
in Sarawak against the British, the 
Australians, and ultimately the 
.\rnericans. Indonesia would havt 
only China as a friend, and inevit¬ 
ably, the best that could be hoped 
tor would be an uneasy stalemate 
as in Indo-China. Militarily, Sukar 
no would be wiser to wail foi 
natural disintegrative forces in the 
federation to redound to his own 
advantage. 

Unfortunately, politics is moii 
than rational calculation. The race 
between Sukarno and the PKl foi 
supremacy in Indonesia is a more 
important factor. The PKI must 
risk to win, and driving Sukarno 
too fast is one way of running him 
off bis feet. His resistance on the 
nationalisation of British firms 
suggests he is still standing, upheld 


b3r iri' die 

iflcumbent. upon hia new 
Siontwak adventwes. If his role is 
still supmne, tihen th^ border squ- 
abbi<ps are likely to be only minor 
g^mbHngg designed to do no more 
than save faces, For this the Tunku, 
ad' astute politidan, will be quie^y 
grateful, since that very tumbling 
wilt help to cement Malaysian 
loyalties without cost. 

Kamwtii F/an in Action 

F is not altogether surprising that 
within a month of its initiation, 
the Kamaraj Plan should be round¬ 
ly criticised, nor that the critic 
should be someone directly affected 
by it — in fact the very person 
who seconded the resolution at the 
A 1 C C working committee meet¬ 
ing. S K Patil has been at pains 
to reiterate both in his Calcutta 
sfieech and later that he is one with 
the ideology of the Plan; his dis- 
tiess is entirely at the manner of 
Its implementation. The Kamaraj 
Plan, he implied, had been used to 
get rid of inconvenient Ministers, 
though he did not whether he 
had the changes at the Centre or 
in the States in mind. 

Paul no doubt has his shrewd 
political reasons for the deliberate 
outburst against the Kamaraj Plan, 
but the ill-conccaled manoeuvres 
which preceded the election of the 
new Congress leaders in the States 
were not exactly calculated to in¬ 
spire confidence It is no .secret, 
of course, that none of the Chief 
Ministers whose resignations were 
accepted b> the Prime Minister, 
except Kamaraj, was enthusia.stie 
about stepping down from office. 
Hut having no alternative, tliey 


The Urge vpite tfectnwd by Kuiud** 
p&ti Tr^dii fldS to tile femeFa 
188) indicates the etctent of sup¬ 
port he enjoys and the formidable 
task Sucheta Kripaltmi faces. The 
general feeling that she is a puppM 
« 'strongman* C 9 Gupta ana ms 
energetic lieutenant Banarsidas is 
likely to condition the attitude of 
the Tripatbi faction. Hie situation 
is not different in Madhya Pradesh, 

> where 0 P Mishra has been elected 
leader. The feud between the pro- 
Katju-Mishra group and the pro- 
Mandloi-Takhtmal Jain-Deshiehra 
group is so deep-rooted that it is 
too much to hope that the election 
will end factional rivalry. And in 
Bihar, another dissident leader, 
K B Sahay, has won in a keenly- 
contested election. The sixth State, 
Jammu and Kashmir, is strictly not 
a Congress party problem, and a 
successor to Bakshi has not yet 
been elected. 

What about the leaders who 
have ‘renounced’ office? How are 
they to be put to work to revitalise 
the Congrevi? The AICC’s high- 
powered organisation committee 
has not been lacking in ideas. 
It has suggested the formation 
of three committees to ‘improve 
the functioning of the party*. One 
of these will, inier alia, coordinate 
the work of the ministerial and 
organisational wings in State Con¬ 
gress parties; a second committee 
will train party workers and assign 
specific tasks to legislators and 
members of local bodies and review 
their performance; and a third will 
study the 1962 election manifesto 
of the Congress, examine how far 
it has been implemented, and work 
towards expediting its implcmen- 


extreme viewpoiiitB , have beep atl* 
vancad, ranging frotB 
of patents altogether for drugs and 
food products to maintaining ^ 
aatus qw. 

This is not, of oourse, the first 
time that the question of changiM 
the Patents Act has otune up. 
Government itself appointed a 
Patents Enquiiy Committee as eaiiy 
as in 1948 and on tire basis of its 
report introduced a Bill in Parlia¬ 
ment in 1953. The Bill was, how¬ 
ever, never taken up for considera¬ 
tion and was allowed to lapse. The 
issue then remained in cold Storage 
til] the appointment in 1957 of Mr 
Justice Rajagopala Ayyangar as a 
one-man commission to report on 
the revision of the Patents Act. 
Though Justice Ayyangar submitted 
his report within two years, no ac¬ 
tion has been taken on it till now. 
There may be something, therefore, 
in the conjecture that the proposed 
amendment will be largely based on 
Justice Ayyangar’s report, though it 
needs to he asked why the Govern¬ 
ment took no action on the report 
for more than four years. 

Justice Ayyangar’s report favour¬ 
ed the continuation of the system of 
patents. It admitted, however, that 
“the Indian patent system has failed 
in its main purpose, namely, to sti¬ 
mulate 'invention among Indians 
and exploitation of new inventiotis 
for industrial purposes in the coun¬ 
try so as to secure the benefits there¬ 
of to the largest section of the peo¬ 
ple’’ In the light of the views of 
Justice Ayyangar, the Government’s 
Health Survey and Planning Com¬ 
mittee which reported in 1961 made 
the following suggestions for ipodi- 
fication of the Patents Act: 


were naturally anxious that their 
trusted henchmen were elected to 
succeed them. In the faction fights 
which ensued the High Command’s 
directive that election of new lead¬ 
ers should be unanimous was ig¬ 
nored. There was a contest even 
111 Madras, though Hliaktavatsalam 
won comfortably. Biien Mitrs’s 
win in Orissa was also by a reas¬ 
suring margin. But in Uttar Pra¬ 
desh, Madhya Pradesh and Bihar, 
It is obvious that the newly-elected 
leaders will have to contend with 
powerful opposition within the 
party. 

In U P the travails of the State 
Coitgrm are unlikelv to end with 
the-election ef Sucheta Kripaloni, 


tation. 

Amending Patents Act 

•pHE current debate on the chan¬ 
ges that the Government is 
known to be contemplating yi - the 
patents law governing drugs and 
food products has been handicapped 
by the virtually complete absence of 
any -official indication of the Gov¬ 
ernment’s thinking on the subject. 
The general expectation is that the 
Minister for Industiy will pilot an 
amendment to the Indian Patents 
and Designs Act ol 1911 in the 
next session of Parliament. How 
far-reaching the amendment will be, 
however, remains a subject for spe¬ 
culation. Understandably, therefcae. 


(i) A patent should 1)© of a 
process and not of the pro¬ 
duct, the specifications of 
the process being so clearly 
described as to have no 
room for any ambiguity or 
for blocking the efforts ol 
others in revising the pro¬ 
cess; 

(ii) The period covered by the 

patent should be reduced to 
between 5 to 10 yean, ex* 
tensions not being normally 
granted; ' 

(iii) Automattef revocation of 'dte 
patent in the event of manu¬ 
facture not being undertaken 
within 4 years .of the grant 






,; I -<. /ctf I3m -patent; an^ 

, t^v) CoBipulsory provision , ftW 
tbe giant of manufacitiitil^ 
license under the patent 
within the period of one 
year from die date of auch 
an application. 

^v«mfn*nf's Hand$ Tied 

’J’HE text'book argument that pa¬ 
tents have failed to stimulate re¬ 
search and invention in the rountry 
has to be taken with reservation 
since the level of research activity 
cannot but be linked to the level of 
development of the economy. In an 
under-developed country the absence 
or presence of patent rights cannot 
be expected to make the crucial dif¬ 
ference that it makes in an advan¬ 
ced country. It can, however, be 
stated that the adverse impact of an 
abrogation of patent laws will he 
felt in increasing, not decreasing, 
measure as the economy develops 
and the level of research activity 
rises. 

The pragmatic argument against 
the working of the patents laws is 
that, of the patents registered, most¬ 
ly by foreigners, very few are in 
fact worked in the country. Accord¬ 
ing to official figures, out of some 
2,700 patents registered only 600 
arc being exploited. Further, the 
monopoly granted by patents has 
been used by the patentees to sell 
the patented drugs and medicines 
at very high prices which bear no 
relation to their cost of production. 
The U S Senate Committee on Ad¬ 
ministered Prices in the Drug In¬ 
dustry, under the Chairmanship of 
Senator E^es. Kefauver, conclusively 
established that drug prices were 
very much higher in countries wlucli 
award drug patents than in coun¬ 
tries which do not. This is what 
the Committee had to say on tlie 
situation in India : 

“India, which does grant pa¬ 
tents on drugs, provides an interest¬ 
ing case example. The prices in 
India for the broad spectrum anti¬ 
biotics, aureomycin and achromycin, 
tad among the highest in the world 
As‘ a inatter of fact, in drugs gene- 
Iftlly, India ranks among the high- 
ak prioed nations of the world — 
a'case of an- inverse relafionship 
between per capita income and the 
level.d drug prices”. 

^e proposed modification of the 
f^tente Act must, therefore, have as 
its oibleti^Ki ilbe pf 

m ' 


manufacture ini^ oountiy by oo^- 
pellriig patentees Ip woric Aeiy pte 
tents and the' lowering <tf drug pri-. 
ces from their present , exorbitant 
levels. These are ambitious . aims 
and it is doubtful wheUier the Gov¬ 
ernment will, or -ean, take the radi¬ 
cal steps necessary for achieving 
them. The doubt springs from the 
fact that the development of drug 
manufacture iri the country is at 
present . largely dependent on the, 
collaboration of big international 
drug producers who own large num¬ 
bers of patents And who,, therefore, 
are iMirtain to take unkindly to any 
change in the patents laws. 

The Government’s present con¬ 
cern with the deleterious effects of 
patents IS difficillt to reconcile with 
its lukewarm attitude to the Soviet 
Union’s offer, made in 1958, to set 
up in the public sector four large 
plants tp manufacture a wide renge 
of vital drugs. Though under the 
Patents Act we would be obliged to 
pay royalty on the patented drugs 
pr^uced in thcM; plants to the for¬ 
eign private patentees, yet in spite 
of this it was certain that the drugs 
produced in these plants would be 
much cheaper than if they were, im¬ 
ported or produced in India by the 
foreign patentees. However, the 
Government has dragged its feet 
in setting up-these plants — one of 
them, it is reported, has been drop¬ 
ped altogether. Meanwhile, it has 
licensed a number of foreign private 
manufacturers to make many of the 
drugs included in the original Soviet 
offer. Having thus linked the deve¬ 
lopment of the drug industry in 
India to foreign private manufac¬ 
turers, the very basis of whose 
monopolistic position is the patents 
system, the limits bf the ^CJovern- 
raent’s ability to modify the Patents 
Act are fairly obvious. 

Coo/ Uncartainths 

yijJ/HY is it that, when dealing with 
the coal industry, the groUnd 
always seems to shift away from 
under the Government’s feet? Gial 
is a vital requirement for economic 
development, especial Iv for steel- 
raaktrur and steel-based engineering 
Industries, transport and power. 
But even today we do not have rea¬ 
sonably exact and Spendable know¬ 
ledge 0|f our coal reserves of diffe¬ 
rent grades and qualities. Nor do 
we jsemn to know, after over a de-‘ 
otde d phmng in »0 


-•of of 5(pr 
plaotty ,broJi»n down 
cottl and 

Otherwise how does ode 
the first, set of the terms ’dt,,iSe|Qr- 
enoe. of the new Standing TetAmeal 
Committee which the Upion MiniB- 
tet for Mines and Fuel, 0 V A'la- 
gesan, has constituted, isamely to 
report, by October 10,* ,ite viejvs on 
tite annual coal requirements of 
tlm country's steel plants and their 
stmrees of supply? Actually the 
Committee w^la also, in > due 
course,' submit 'proposals for orient¬ 
ing ifie coal industry to the Fourth 
and subsequent plans. If relatively 
short-term projections soon turn 
but to be unreliable, what is the 
use of looking forward so far un¬ 
less the Committee is given ade¬ 
quate data and time to work out 
the projections? Even for the im¬ 
mediate problem, viz, drawing up 
a progranune of coal supplies to 
coal-consuming industries in a con¬ 
certed manner for the remaining 
yegrs of the Third Plan, numerous 
.other matters would have to be 
examined like transport, gradation 
of coal, mechanised cokeries, etc. 

The Minister struck a note of 
warning that the country would hr 
gre.atly handicapped unless effec¬ 
tive measures were devised to con¬ 
serve coking and high grade non¬ 
coking coals. The rate of diminu¬ 
tion of reserves demands, in thr 
national interest, that, besides con¬ 
serving them, measures must hr 
evolved to develop w«akly coking 
coals which can be blended for use 
in steel mills. Establishment of 
WBsheries and provision of incen¬ 
tives to producere of low-grade 
coals in the form «f subsidies like 
those granted to producers of high- 
grade coals, as wril as reduction of 
price differentials between the high 
and low grades are considered es¬ 
sential measures. The matter re¬ 
quires further attention by* the Go\ - 
emment since for the attainment 
of fihe Fourth and. subsequent plan 
tergets in coal thb country will 
have to depend on lower grades to 
the extent jof over 7S per cent. 

SiiriulteBeously wi^ grcqjplioK 
with these issues, Government will 
also have to decide on a revtsed 
stmeture- td coal prfiieS. Even ap®*** 
fevjsiop pf prioet vhwh 




«f «oa) o^^t Wbi(^ diw 
Tei^^(i«l 'C^namitM^ 'ilaty Vec6iiii> 
<Mii»j4*.'<^llieritM ^ bftin c^m- 
.pmniatff ^ wnduimble lurdahip 
in _J|wetinjc the nwnjr ,mw itaais (rf 
cost ^ wjiidi have iriion' fniiiB 
dw VinpfetnenbiUon dt a numh^r 

Our CttldOta Let$er 


' '1^-' 
‘ }adoah antpng ildiiM 

.. <rL'_. lij_1 __li-. 


‘ Tld^lprice of codi toacJiea h^Httnii 
eoMs at'a^ .number of po^t^ Uf 
'which .^e hioet important is nil 
transptirt .Previouf in^iiMscs hive 
iitvariahty Itieeh rehepted in highetr 
rah frei^ts itoliowid by duiin re> 
actions ^sewhere. 


''' ■ ''Cdeaeiian', ‘‘* '* •',’ 

\ "The of growth of the'Pdti*' 
Stan ecofwmy in the first year ei 
the SeciHid Plan was S:8 poif cent 
1 ^ dot 3;8 per d^l as wai. wrongly 
printed in the editOHrial, J “Ayob 
Khan’s Brobiems/’ last week, pagi 
1576, column 1. — Ed. 


Management of Public . Enterprises 

Siibrainaiiiaiii l^plede<} by Finance Ministry 


fpHE experiment in management 
reforms minounced last weeh by 
G Subramaniam is certainly well- 
intentioned but what it will actual 
ly . achieve ‘ is anothei .matter alto¬ 
gether. Following the logic of the 
reorganisation of Hindustan Steel 
Limited in July 1962, his putpose 
IS to reinforce the authority and 
autonomy of local managements 
vis>a.vis their headc^uarters in multi- 
plant organisations. Within local 
management, he has reiterated the 
authority he vested in General 
Managers to take their own -deci- 
-Jong in personnel matters, pur¬ 
chases and sales. He has expressly 
given them the power to overrule 
any advice given by Financial Ad¬ 
visers whenever they consider it 
necessary to do so “in the interests 
of the plant*’. . ' 

.Not Very DiiTercnt 

In substance, tha pattern of 
management Subramaniam is, pro¬ 
posing as an experiment at the 
Durgopur steel plant and the Sin- 
dn' fertiliser factory is not very 
different from what already exists' 
in different de^es at both plants, 
specially at Duegapur sinc^ July^ 
1962. Both at -Sindri and Durga-' 
pur, General Managers.have even 
now the power to make appoint- 
memts upto a certain level; create 
temporaiy posts; make purchases' 
oubddb of regular procssdurOs where 
they consider it .necessary to do so; 
and ia ^'ect any advice frotn 
their respective fiiianae men that 
they find unacceptable. Even noW^ 
control . by the, headqiMrters of 
Hinduuptn Steel or Fertiliser Cor- 

of rindia .(FCI) is ekes* 
cised dirou^ annual budgets, Each 
yeas, ^ Mnecal Managers pse- ‘ 
pans and bndr, 


gets broken, down over a' number of 
heads. Within die framework of 
these budgets, as approved by the 
respective Boards or the Ministry 
depending on the nature of expen¬ 
diture, the plants have been free to 
alter or modify individual itepis. 

If the powers already existed—in 
theory at least—what is it that the 
reforms are seeking to achieve? One 
possible purpose may be to empha¬ 
sise that General Managers are now 
really on their own, and. that lack 
of powers will not be accepted as 
an explanation for failures. In 
o^er words, Subramaniam is serv¬ 
ing notice that anyone who falls 
down on the job will have only him¬ 
self to blame.. 

Reforms Roblx^ of Content 

A more plaUsjble explanation is 
that the changes the Minister really 
want^ to make bad to be dropped 
from the scheme pf reforms at the 
last moment, robbing them of much 
of their value. It ia reported that 
Subramaniam made up his mind 
to strike i decisive blow against^ the 
traditional prestige of the Finan¬ 
cial Adviser and- Chief Accounts 
Officer (FA and CAO) by changing 
his designation to Chief Plant Ac¬ 
countant. As he himself said, this 
officer has often - been regarded as 
having veto,powjns over, the Gene¬ 
ral Manager. This negates the 
concept of a single line of command 
which is of obvious importance fpr 
efficient administration in^ an ii^us- 
trial undertaking. , ■ 

This problem b specially achte 
in hSI* whore the FA 'and CAO are 
Statutorily. apiSointed directly by 
Govertunent, ai^ not by the Com¬ 
pany’s Board, giving’thisfunctimv- 


ary independent authority. In FGl, 
the same situation exbts at tbs 
headquarters but the plants appmnt 
their own . Accounts Officers, the 
choice, however, beit^ customari¬ 
ly, made by the FA and CAO at the 
headquarters. Even this b now 
changing and two plants are known 
to have stuck out for the principle 
that ail appointments, including 
that of the Accounts Officer, must 
be made by the units themselves so 
that the problem of divided loyal¬ 
ty need never arise. 

In the case of HSL, wfiq^ the 
change of designation was more 
important, any alteration requited 
modifying the statutory provisions. 
Notwithstanding a stroiw recotti- 
raendation from the Board df HSL 
in favour of a change, the Minister 
was apparently balked because of 
resistance from the Finance Minis¬ 
try. 

But this was not Subrsmaiuamb 
only duappointment. All, public 
sector undertakings kre now sub¬ 
jected to three audits: one under¬ 
taken internally and the other ex¬ 
ternally by commercial auditors as 
is the case with private enterprises. 
In addition, there b a diird audit 
by the Auditor-General in fulfilment 
of hb statutory responsibility fdt 
safeguarding public funds ' Subra¬ 
maniam was persuaded both by 
plant executives and fab American 
maiugement adviser that tbb third 
audit should be dbpensed with since 
its ain>s could equally well be 
achimred. by the Auditor-General 
asking the external connmercial au¬ 
ditors (whose appointment he ap¬ 
proves) to carry out certain addi¬ 
tional functions. Apart from any* 
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tbiMg etn, «tfttutoiy Audit take* tqi 
a gieat deal of time of top mantge- 
ifnent who have to answer the ques¬ 
tions raised. Not much is gained 
by the exercise, except to emphasise 
once again the importance of mind* 
log the pennies rather than the 
pounds which thwarts tlie emer¬ 
gence of a wider management out¬ 
look. 

Auditor-General's Role 
In this matter too, Subramaniam 
failed to have his way because the 
Auditor-Generai reportedly felt that 
his constitutional responsibility did 
not allow the suspension of statu- 


a;-.,‘'4' T'l ;■ ' ■■ ■ 

tory audit even as an experiment- 
As is evident Irom his Element, 
the Minister is not roing to let the 
matter rest there. He will presum¬ 
ably take it up again with his cabi¬ 
net colleagues and if necessary with 
Parliament. His success will de¬ 
pend, however, upon what support 
he gets from the Finance Ministry 
whose views may be expected to 
carry great weight on an issue of 
this nature. 

Hamstrung by the Finance Mi¬ 
nistry, the reforms are a good deal 
less exciting than they may other¬ 
wise have been. Even so, these 
fonstitute an important advance to- 



WifFda fixing ret^hbnliiiilljty 
should pw^erily belong. An ind- 
dtmta] gain of some importance is 
the education afforded to th» Ink 
Sabha in the essmitials of good 
management. Members on both 
sides of the House will take tinie to 
recbgnise that effective management 
may make interim mistakes but it 
is the end result that counts, a basic 
principle that Subramaniam enun¬ 
ciated to explain the rationale of 
the proposed reforms. Once this is 
accepted the suspicion that makes 
the Lok Sabha allergic to allowing 
enterprises greater freedom will 
ilisappear. 


From the London End 

A November Election? 


POLITICAL pundits now do not 
rule out a November election. 
In fact they consider it a definite 
ossibility. A number of factors 
Bve combined which might influ- 
ence the Tones to think that Novem¬ 
ber might he the most propitious 
moment for them to face the polls. 

The Denning Report has turned 
out to be innocuous enough to be 

f iublished in its entirety, and no 
urther damage to the Government’s 
refutation is expected on that front; 
the economic situation too is, at tlie 
moment, slightly more favourable 
with both exports and production 
up, and unemployment on the down¬ 
grade. There is, of course, no know¬ 
ing how deep-seated this economic 
revival really is, and if another 
severe winter were to affect employ¬ 
ment and production the spring 
would hardly be a suitable time to 
appieal to the electorate. 

In November the enthusiasm en¬ 
gendered by the signing of the Test 
Ban Treaty and the boost it gave to 
Macmillan’s reputation, will still be 
fresh In the minds of the people. 
Moreover, the Liberal Conference at 
Brighton made it quite clear that 
although the Liberals can provide 
quite a threat to the Tories, their 
position is certainly not as strong 
as many had supposed a year earli¬ 
er. Many people in the Conserva¬ 
tive Party believe that postponing 
the election to the spring can now 
only help the Labour Party. 

It is certain that Mr Maudling 


will receive a much greater welcome 
at the Annual Conference of the 
International Monetary Fund since 
Amenta’s attitude to the problem of 
international liquidity has changed 
significantly, and although no dra¬ 
matic result IS expected from the 
meeting, at lea.st the role that was 
played by the Bntish Chancelloi of 
the Exchequer last year, pleading 
for some new and constructive move 
on international liquidity will not 
be over-looked. The shock engen¬ 
dered bv the failure of Britain to 
join the Common Market is now 
petering out. Indeed, the conse¬ 
quences of exclusion have been fai 
from painful. As the Statist points 
out, the Common Market countries 
are going through inflationary diOi- 
cuhies and the disparity between 
their costs, and those of British 
Industry is making it possible for 
British manufacturers to find in the 
EEC their most rapidly expanding 
export market. 

“ Noi Tame or Minor Role ” 

The Bow Group, once enthusias- 
tically in support of British member¬ 
ship, has now produced another 
booklet condemning, in no mean 
terms, the whole idea of Bntish 
participation in the Common Mar¬ 
ket. Tbe pamphlet endeavours to 
fiiow how membership, on the terms 
proposed, would have been of no 
benefit to Britain and would indeed 
have caused a great deal of harm. 
British influence, the pamphlet says, 
derives largely from Britain’s dose 


links with the U S and the Com¬ 
monwealth, and these would cease m 
have any meaning in a European 
Union Hence it is far better in 
stay outside any Eurojx'an Commu¬ 
nity and play “No Tame or Miiioi 
Role” (the title of the pamphlet) a- 
the continuing centre of a great 
Commonwealth, the special friend 
and ally of the U S A and an ex¬ 
ponent of free trade and greatei 
competition, not within Europe, inil 
m the world at large 

The White Paper on Aid which 
has also just been issued, makes a 
great deal of Britain’s desire to m 
crease aid to the developing couii 
tries. This will he discussed nt the 
forthcoming Commonwealth Con¬ 
sultative Committee meeting, which 
is to be held prior to the IMF 
meeting 

Turning to the comforting new- 
on the economic front which has, 
naturally, been inflated by the 
Chancellor of the Exchequer, the 
main facts are as follows ' 

Production 

The Treasury reports a rise of 2 
points in the seasonally corrected 
index of industrial production m 
Xuly. Ever since Mar^, this index 
has gone up at the rtte of a point n 
month and for the first time, in Com¬ 
menting upon these figures, the Tre 
Bsury iqieaks of “expansion” in P™ 
duotion and not just of “recovery 
In July, the seasonally adjusted pro 
d^tioa stood at 120. For manu- 
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faetWittg^ iad^Mtrifls «loiie, #ri^y 
index vas 121 compared with 
in June. 

l^e improvement is described as 
baving be^ “fairly widespread” 
and not just confined to new indus* 
tries (oars and chemicals) which Ate 
known to be booming fast. It should, 
however, be mentioned that some of 
the capital goods industries are still 
lagging but the Government hopes 
that it will not be too long before 
they benefit from rising demands 
elsewhere. 

Exports Recover 

The trade figures for August are 
even belter than expected Exports 
rose again while imports dropped 
from their high July level. The 
trade gap on a seasonally adjusted 
basis narrowed to only f 34 m com¬ 
pared with an average of £ 50 m 
over the last 3 months. Seasonally 
corrected exports in August were 
valued at £ 351 m compared with 
£339m in July. Over the first 8 
months of 196.3, exports have run 
at a rate 6 per cent higher than 
in 1962 as a whole. Against tliis 
background the Chancellor of the 
Exchequer made an extremely cheer¬ 
ful speerh at the Rotary Club Lun¬ 
cheon on the 18th. He went so far 
as to describe the recent progress 
of the economy as “Excellent"’. He 
said: “I think we can reasonably 

say that we are in a period of sub¬ 
stantial expansion combined with 
stable prices and a strong pound”. 
Dealing with the rise in export.S, 
the Chancellor suggested that they 


mfieeted dw “gtowiiqi eficievi^t 
enteipriM and competHiveneag in 
Brith^ indmdty.'* However, pvea (the 
Ctumceilor had to agree ^at there 
were some weak spots including the 
matdiine tools industry, which was 
going through a difficult time and 
there was still rhal cause for con¬ 
cern about the unemployment situ¬ 
ation in the developnrent areas. 

Vnemployment '' ^ 

The complete failure of the Gov¬ 
ernment to make any impact on the 
real black spots of Scotland, North¬ 
ern Ireland, the North-West and the 
North-East is underlined by the 
latest unemployment figures which 
are given below (the figures for last 
year of each area are shown in 
brackets): 

Scotland 91,544 (82,780) 

North-West 89.554 (83,087) 

North-East 58.246 (49,674)' 

Northern Ireland 34,681 (33,428) 

The latest unemployment check 
reveals a total of 520,071 unemploy 
cd Of these 485,390 are in Gt 
Britain and 34,681 in Northern 
Ireland. This compares with a fi¬ 
gure of 537,445 a month ago. How¬ 
ever, a closer look at the figures 
show that the overall fall was al¬ 
most entire'y accounted for bv the 
normal placing of 23.000 school 
leavers during the month Exclud¬ 
ing the school leavers, the net un¬ 
employment fali was only 578 in 
Britain and 439 in N Ireland. 

The Government is making the 
most of the overall fall of 16.000 
in unemployment and is suggesting 


that ^hi ia a fiwtim* tS^'^ mi 
oconomy is all set fat a periad' 
steady expansion. Whitehall is draw¬ 
ing considerable encouragement 
from the fact that there now ap- 
peam to be a distinct quickening in 
the demand for labour. The num¬ 
ber of unfilled vacancies now stands 
at 213,930, or about 3 jobs for every 
7 unemployed, the highest Septem¬ 
ber figure since 1%1. Over Gt 
Britain as a whole, 2.1 per cent nf 
the woricing population is now out 
of work compared with 2.2 per cent 
in August. The proport'ion is in 
fact precisely the same as that 12 
months ago, before the recent -reces¬ 
sion began to take place. The high¬ 
est rate of unemployment is in the 
Northern districts where it reached 
4.4 per cent, followed by Scotland, 
4.2 per cent, Wales. 3 per cent, the 
North West district 3 per cent and 
Yorkshire and Lancashire, 1.7 per 
cent. Tlie lowest rate is in London 
and the South East where it is 1.2 
per cent. 

Dealing with the future, the 
Chancellor struck an even mote 
optimistic note. “When We look at 
the National Economic Council 
targets in the light of recent deve¬ 
lopments, the conclusion is a clear 
one It ib ‘Britain can do it’. We 
ran do it with stable prices and a 
strong pound”. It remains to be 
seen, however whether the British 
economy can sustain the present 
rale of growth when resources be¬ 
come more ful'y used, when bottle¬ 
necks start to appear and the ques¬ 
tion of costs piles up. 


Freedom i$ in peril, defend it with all yout might 

—JawaharUI Nahra 

YOUR AUSTERITY FOR 
NATION’S STRENGTH 

independence end integrity of a country 
can be protected only through the 
vigilance and wcrifice of the people. 

By avoiding all extravagance and 
wasteful expenditure, you help make 
ntore resources available for rapid 
devalopment of the country, 

YOUR SAVINGS 
BUY THE NATION’S NEEDS 

Jaawn 
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spectacular demonstration in 
New Delhi must have taken by 
surprise those who were acting on 
. the assumption that the communists 
'had become a poiilica'lly irrelevant 
fac.or in India since the Chinese 
aggression, it is significant that of 
the 10 mi.lion signatures collected 
by the Cnmmuni.st.s over 4,million 
came from the Slate.s of Andhra 
(which topped the list), Tamilnad 
and Kerala. And it is in the last- 
nanrad State that we can expect to 
see the next break of the storm. The 
recent excitement over the no-con¬ 
fidence motion against the Sankar 
Minis ry, which was duly rejected, 
is the warning signal that bigger 
protests are ahead as the campaign 
develops against the new Land Re¬ 
lations Bill. 

The Communist attack against the 
Minis ry was skilfully mounted, cen¬ 
tering as it did on the charges of 
corruption against the Chief Minis¬ 
ter and the Industries Minister 
which had been forwarded by the 
Kerala Congress President for per¬ 
sonal examination by Nehru. San¬ 
kar, it wa.s alleged, had received 
ma/a fide a truck and his wife had 
become co-owner of 1,000 acies of 
land in Trichur in consideration for 
reducing the agricultural income 
tax payable by the owner of the 
property from Rs 2,86,000 to Rs 
1,44.000. The property wa.s taken 
on 84 years’ lease for an annual 
rental of rupee one while the owner 
was to pay the lessees rupees tivo 
per ac'e for clearing the land. 
Damodara Meiion, the Industries 
Minister, was charged with irregu- 
laritv in the matter of allotment of 
spindles. 

CoTigress Isoialed 

Nor was P T Chacko, the Home 
Minister, snared. He was criticised 
for requesting the Cen'rc not to in¬ 
clude the suspended Land RefoTns 
Bill in the Ninth Sefiedu'e of' the 
(^nsti ution and for using the police 
to cotnnel non-falholics to allow 
the burial of Christians in land 
belonging to them m Thaikal. 

The PSP not only ioined the 
nssault on tHo Congress but voted 
for the no-confidence motion. The 
Muslim Ijpague . aaareed with the. 

^I^ciple of the motion hut decided 


to abstain in the voting as, accurd- 
iiig to it, the Communists were cor¬ 
rupt for parly ends while the 
Congressmen were corrupt for per¬ 
sonal enrichment! The R S P joined 
the Communists in voting for the 
motion. 

What this meant was that for the 
first time afer mid-1959 the Com¬ 
munists broke through their politi¬ 
cal isolation and it was the Con¬ 
gress that was alone. Nor should 
It be overlooked that what we arc 
witnessing is the isolation of a divi¬ 
ded Congress, with the organisational 
wing not very far removed from the 
position of a radical democratic 
opposition, 

Agrarian Relations Bill 

At this moment the drama is 
considerably heightened by the in¬ 
troduction of the new Agrarian 
Relations Bill. It is evident that 
the mass agitation already launched 
join'lv by the Communists and 
Catholic peasant , organisations has 
had some effect and in appearance 
the Bill does not look too different 
from its predecessor. But there are 
crucial differences. 

The first difference is with regard 
to the definition of the “standard 
acre” — no land-owner need sur¬ 
render land less than l.'J s'andird 
acres nor ran he retain more than 
36 standard acres. The basis is the 
net annual income from land which 
leaves a wide margin for manipula¬ 
tion with the help of conniving 
officials. Then agam the “family” 
has not been strictly defined and 
there are no provisions against the 
transfer of ownership after a given 
date — “families” are likely, there¬ 
fore. to proliferate 

The list of exemotions has been 
enlarged and the Government seeks 
to take power to exempt land re- 
quired for bona fide plantation, 
industrial or commercial purposes, 
besides land required for dairy and 
rattle breedine farms Once again 
a wide ranee of possiWities for eva¬ 
sion have been opened up. 

Unifcimj rates of fs’r rent apnli- 
cah^e throughout the State ane pre- 
sfurihed for different classes of luod. 
But this prqvisicm will, qot apply, 
however, to butde Iwld by religious. 


charitahje andi educational inatHu- 
tions — a clear concessioii to Man- 
nath P,admanabhan and his Nadr 
communal cohorts. The exemptions 
apart, the fair rents now prescribed 
are higher than the old ones and 
tenants who had spent fairly heavily 
in litigation, stamp duties and the 
lik^ to draw up fair rent agreements 
On the old basis will have to go 
through the whole process all over 
again. 

The landlords have been given 
right of resumption of land from 
tenants, except for land tilled by 
tenants entit’ed to fixitv of tenure 
before January 21, 1961 under the 
law then in force. This clause has 
clearly revealed the character of the 
new Act and its radical difference 
from the old. In the old Act the 
landowners were classified as big 
and sraa’l and only the lat'er were 
permitted to resume land to a 
Hmi ed extent for personal cultiva¬ 
tion. The big landowners were not 
given the right of resumption and 
this reduced eviction to a minimum. 

Congress M L As Protest 

Even the small landowner could 
not evict the class of tenants who 
had acquired permanent rights of 
tenure. Many decades earlier the 
Malabar Tenancy Aci and the Co¬ 
chin Verumbatta Kudiyan Act had 
given permanent righ's of tenure to 
the tenants of the Malabar and 
Cochin areas of Kerala. The old 
■Act saw to it that these gains were 
kept intact and it was only in Bic 
Travancore area that the small land- 
ho'ders svere permitted to resume 
land for self-cultivation. 

Protests from Congress M L As -- 
14 of them have actually written to 
the Planning Commission asking 
that the old Art be retained — from 
Malabar and Cochin have prevented 
a wholesale loss of ’cnants’ rights m 
these regions under the new Act, 
But in Travancore all landowners 
who own UP to 40 standard acres, 
can now evict a tenant having teo 
or three acres and resume half 
the land. 

Even in Malabar and Cochin the 
small landholders (defined rather 
vqguely) have the right to resume 
land by “mutual agreement” witli 


'JOT I 


A wfr 'indf'W. ' 

1m| 4 % ill* }*ilex. 1£ so tudt «£»«' 
jneht oMi Iw istK^4 tfa« liiulowwer 
hat the right to inii^; that th* too* 
ant^ evsa if he is paying fair er 
cohtiMctiu4 teat, ehould lease ouf 
the land to httn by paying iis total, 
value in eight annual instalmenu. 
If Uto tenant does not do this, he is 


' /'i' » 


•p'^' i', 

,&al^'>tio 'stdiitkia.,.. 

Act ihe right to dehiela uMhisr 
tewtncy should be contittuad or the 
iaa|e ^uld 1:^.-effected was vnetod 
wiJi thh tenant, now' it is hanclod 
back to the laad^ner —'a clear 
and revealing change. 

The delay and uncertainty caused 
j^y the new. Act will help landlords- 


Capital View 


, ' '" TV J ,' ■ , V.‘ '‘T'i'.'*, ■’■<>'; 

IttiitoliiNt)!:*. in ' ooodlhio^to^--^df.^^W’' 
.egukl Mrengoi h. ie always tfan to^f 
er sections who are adversely ah', 
fected by delay and uncertaini^. 
Un tiM whole, therefor^, there' 'van 
be no -doubt that the Act^ dearly 
favours the landlords and h&nditiap* 
the tenants. The opposition is nd 
likely to take thb lying down. 


More Headaches, for Nehru 

Romeeh Tkapar 


F does not need much extra per¬ 
ception to realise that the re¬ 
organisation of Government at the 
Cen.re and the formulation of its 
policies is being held up by the 
unending Congress faction-fights in 
the States. But a follow-up in 
depth is called for to locate the 
actual motivation behind tlie factio¬ 
nal wrangles. It is no longer possi 
ble to dismiss these deve'opments as 
of little consequence. A definite 
pattern is emerging, and it has sini¬ 
ster implications for the Kamaraj 
Plan. 

It is well-known that former 
Finance Minister M'orarji Desai was 
opposed, and quite openly, to the 
thinking behind the Kamaraj Plan. 
He put in his resignation only be¬ 
cause it was expected of him. Jag- 
jivan Ram was lukewarm in his 
support, while S K Patil and Lql 
Bahadur Shastri seemed enthusiastic, 
Gewnmon knowledge, too, was the 
fact that Kamaraj was ‘ backing 
Shastri and that an organised a,l- 
round attempt was being made to 
put a full stop to Morarji D'esai’s 
political career. If this information 
was not properly featured or ana¬ 
lysed in our free press, the reasons 
were not far to seek. Our journa¬ 
lists are only too willing ip project 
the political mumbo-jumbo which is 
served up to them by the Congress 
leadership. 

Renouncera in Action 

When Nehru announced the 're¬ 
nunciation’, there was consternation 
in those increasingly powerful sec¬ 
tions of the ruling party which are 
now firmly opposed to the policies 
of the Government. Angry com¬ 
ments Were made about the smearing 
of the retitmncers by linking theit 
exit with the ibsmissal of Copala 


Reddy and Shrimali. ft was main¬ 
tained, perhaps with some justifica¬ 
tion, that the incompetent Minisiers 
could have been purged later as 
part of a general reshuffle. Only 
Morarji Desai expressed his anger, 
and very soon — too soon, in fact 
— he moved to repair his badly 
shaken political position by engi¬ 
neering the removal of Gujarat’s 
Chief Minis;er, jivaraj Mehta. 

The developments in Gujarat 
leading to the ‘coup’ by Morarji 
Oesai’s man, Balwantrai Mehta, the 
clash belween Desai and Nehru, and 
the d'ecision by Desai to stand for 
election as Congress Pneisident are 
so recent that they do not need to 
be recapilulated. S K Patil’s acti¬ 
vities to wreck the Kamaraj Plan 
are also fairly obvious and may 
well invite the wrath of Defence 
Minister Chavan who is awaie of 
the danger to stability in Mahara¬ 
shtra if the Congress Party there 
becomes vulnerable to intrigues. 
Indeed, Patil’g speeches are begin¬ 
ning to so embarrass tbe central 
ministerial leadership that it might 
be compelled to counter them. But 
what is still a mysterious question- 
mark for most observers is the role 
that the apparently innocent l.rfil 
Bahadur Shastri has' assumed for 
himself. 

Shastri, the Enigmia 

Shatri, for some ununderstand- 
able reason, continues to be regard¬ 
ed in both Congress and opposition 
quartern as a loyal Nehruist. This is 
a tribp'e to his silent and skilful 
‘operating’, for he has launched on 
a campaign to misure that he will 
be the only beneficiary of the Kama- 
raj Plan — that 1$, of course, aoart 
from TTK, the minist^r’alisl! 
Shastri not ciqly enjoys the support 


of Kamaraj himself, but is alio 
working to build a political base 
larger than that of any other rival, 
a base which will embrace Uitar 
Pradesh, Madhya Pradesh and 
Bihar. And, apparently, he has ilo 
qualms about his al.iances. This is 
suggesled strongly by the faction 
ba.tle in Dttar Pradesh which has 
thrust a rather surprised Sucheta 
Kripalani into the Chief Minister¬ 
ship of the State. 

On the surface, Shastri and his 
men were ‘neutral’ in the tugof-wat* . 
between C B Gupta’s nominee, 
Sucheta Kripalani, and the dissi¬ 
dent’s choice, Kamlapati Tripathh 
The ppsture of neutrality was crai* 
nently correct, for there was litlte 
to choose between the two. But tor 
the observant it was immediately 
clear that neutrality in the contest 
was tantamount to aii anti-Nehru 
position. C B Gupta repeatedly told 
his henchmen and various faction 
leaders that Shastri supported 
Sucheta Kripalani. The conduct of 
the electioneering left no doubt that 
Tripathl's defeat would be inter- 
pre ed as the defeat of Nehru in his 
home State. The results of the 
tion fight in Madhya Pradesh and - 
Bihar suggest that Shastri is inore 
influential than any other in the 
leadership, although the defeat of 
Takhtmal Jain by a narrow margin 
has temporarily upset calculations 
in Madhya Prhdesh. 

Tumie for Congrew Presidentship 

Meanwhile, Paul has revealed 
another Shas'ri trump card, Atulya 
Ghosh i* to to nominated fo*" the 
Congress presidentship against Mor* 
arji Desai. It is hoped, that diffe¬ 
rences of opin-on within the Nehru 
following on Desai’s suitability as 
the party’s president will dear the 

1629 



-wty for a decisive Atulya CliMh 
tHtuupli. It) this way, the ‘reorga- 
nisOTs plan to consolidate and to 
cut the 'intnisterialwts’ down to sise. 
However, a peculiar polarisation of 
the Congress Parly between amor¬ 
phous Psehruists in the ministerial 
wing and anti-Nehruist organisers 
»s, in fact, taking plate despite a 
contrary trend here and there. 

Fundamentally, the trouble is 
that Nehru is no l inger young 
enough and dynamic enough to dv;al 
with the bpliftcrs and wreckers of 
the paity — and this at a lime 
when the party’s policies also need 
consolidation and streamlining. The 
Kamaraj Plan, which could have 
been a lever for shaking up a flahhy 
and corrupt leadership resting lazily 
on the achievements of the freedom 
struggle, has so far only sneeecded 
in creating a fresh stirimg among 
the factions. The earlier optitnisin, 
even among hardened observeis. 
that Kamaraj would pull the Con¬ 
gress Party through the dilheiilf 
transition is also fast d.ssolvmg 
Again that loaded question is form¬ 
ing : who after Nehiu ? And the 
answer is even more vague than 
before 


Anli-ISeliruidtR' Game 

Yet, the gams of the Kamaraj 
Plan can still be preserved Of 
course, the Prime Minister will have 
to take discipliiury' artion against 
a few prominent (action leaders 
who are making u practice of defy¬ 
ing party policy He will also have, 
to jirepare himself to suspend Con- 
gie»s ruk- in a Stoic should it he 
continuously vitiated by paralysing 
spli's within the CoveriunenI, Hut. 
essentia'ly, he must rise ahov,- the 
chaos caused by petty squabbles and 
project a doniesiK mu) foreign po¬ 
licy which can become the rallying 
point for a still hea'lliv peoji'e who 
have been confu'ed and demoialised 
by the ideoloaiial bankruntcy of 
the leadership following the Chinese 
a’tack. Til'S is the kern’.d of the 
crisi.s which threatens to engulf 
India 

The present drift can only streng¬ 
then the anti-\ehru organisers. 
Expelled from the ministerial wing 
at the Centre they plan to estah'ish 
control over the mmisteriahsta in 
their States Once this process is 
comple'e, thev intend to extend 
their .sway througli the Congress 
central oiganisation on other States 
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-*> a develdpatgat ufhieb wili break 
the Covernoient of India'i power to 
influence events. Then the smti- 
Nehru ist organisers wilt wait for 
the moment when they will tlirough 
ramified alliances dictate the suc¬ 
cession. 

Quite clearly, the Nchruists will 
hav'c to address themselves to orga¬ 
nisational problems. But lake a 
look at tlip organisational set-up 
At every level, and right at the top, 
the machine is controlled by cynical 
men who once saw politics aa 
the dirtiest of games but who are 
now oblivious of the dirt. In such 
a situation, it is not possible to 
order an overnight purge; the clean¬ 
up ran only take place in phases. 
The more honest Nehruivts are 
fcarning this bitter lesson even a.s 
they pul up a Tripalhi against 
Sucliela Krtpalani, a Misra against 
Takhtmal .Jam, and so on.. .. They 
do not yet have the strength boldiy 
to put power into the hands of 
younger, uncorrupted leaders. Until 
this IS done we will eontuiue to plod 
along. 

And what a plod it is Tl'k’s le 
form of Moiarjj Desai’s fiscal poll- 
cies IS raking a familiar zig-zag 
(ouise. The policies aa- amended 
to miilfle criticism (as with the 
CD.S) or are punctured to permit 
easy violations (ns in the case of 
Cold Control), and such an ajjjno 
ach is 'widely acclaimed'. Perhaps 
decisiveness is to be leserved for the 
nbandnnment of those two prize 
schemes — the Super Profits Tax 
and the P Form' Then, it is fondly 
eypeefed. wasteful prohibition poli¬ 
cies will c'ome under the scrulinv of 
the Finance Ministry. 

Cliavun No More Unsure 

There Ls some encouraging news 
fiom the Defence Ministry where 
an inliibi.vjd Cliavan is at last begin- 
ing to make his presence fell — or 
so It appears from his coherent and 
more statesmanlike perfounance at 
tile conclu.s.on of the debate in 
Parliament on the NEFA Hepoit 
Of course, he failed to answer .seve 
ral pertinent questions which w'eie 
raised and he also eoritinues, foi 
some odd reason, to believe that 
the army had its own intelligence 
•seivice before the collision with 
China, but there is little doubt 
among the informed that Chavan’s 
uncertain days are over 

Much comment is also heard 




.a^t Subrwmimhtin’s diBt«radiuttiini 
t& build the Bukoro steel pimt and 
to prove to the world that India ts 
not as helpless as is implied by 
various aid-givers. Steel makers in 
several countries, including Japan, 
France, Austria and Belgium are re¬ 
ported to be interested in helping 
If this project gets under way it may 
provide the psychological therapy 
that this country needs at this parti 
ciilar juncture. 


Foritotten Emergeiiry 

As for "the emergency, nobody 
teems aware of its existence although 
the ‘dangerous months’, or so they 
seem to us, are ahead. Foreign 
policy planners are still unclear 
about the repercussions which the 
developing Sino-Soviet split will 
have on our situation. Superficially, 
it appears that the Maoists in Peking 
might shift the edge of their aggrea- 
.“ivenes.** towards the USSR. And 
then, there is the enintion on Malay 
Mil on which also wa do not seem 
to have any worked-otit attitude 

We ronltnuc, in other W'ords, to 
be in n .'-tate of suspended anima 
tion. However. Parliament will re¬ 
assemble in November — and this 
-hould give the Prime Minister nioic 
time for the problems thrown up 
by the Kamaraj Plan. Much will 
dvqiend cm the measures taken to 
coii'i.ilidatc Congress ru’e, and wlic 
thei consolidation is possible wilii- 
out serious cleavages. 

Overheatd • If Vice-Chancellor 
B F Tyabji of Aligarh is justified 
m buying himself an aii-cundilijned 
tai ensting half n lakh of rupees 
from scarce university funds foi 
Irijis to Delhi, then what's wrong 
with getting hold jof discarded heli¬ 
copters for Concress organisers busy 
visiting the villages of this sub¬ 
continent’^ 


ZEbc Economic TKlecftIp 

Foreign Subscription Rate 

Due to increase in foreign 
postal rates it has been found 
necessary to revise our foreign 
subscription rate. With effect 
from July 1963, the annual 
foreign subscription is Rs 34, 
SOs or S 7. 

A Fernandes 
Business Manager 




a Capital *'''' ■ 

Drift and Disgrace 


■ ^^XiliEAGUE Romesh Thapar did 
us proud, professionally, during 
and after the Ciiintsse invasion, by 
ex|in!s»mg how, nationally, wc had 
responded ralher ingloriously to 
Peking’s petulance. He told us, 
'after week, how a total lack 
of a sense, of purpose permeated the 
capital throughout the emergency, 
how intrigue and Uncertainty still 
dominated the Delhi scene. Tha- 
par, or any otfier Delhi-based re¬ 
porter, is, howevor, a part of the 
Delhi scene; observant y>et partr- 
cipant. It requires an outsider, 
sliort'lime visitor, to realise and re¬ 
present the shock that is the only 
possible le'actioa to what has been 
happening in New Delhi when the 
nation is supposed to he in peril. 
The outsider exaggerates the capital’s 
defects, perhaps; he also uncovers, 
in the process, hidden realities; 
he ignores, perhaps, the quiet hard 
work put by some; he also shows 
up, a» it needs to be shown up, the 
worthlessness of the many. 

Before and after the British 

Another word of caution is neces¬ 
sary. Never, never tiust a Bengali 
on the subjects of New Delhi; he 
has still not forgiven the British 
for transferring the capital from 
Calcutta. His views are worth re¬ 
cording only because, though as pat¬ 
riotic as anyone else, he is outside 
the main stream of undirected emo¬ 
tion that sweeps the nation today. 
He sees no virtue in a vague and 
blind anti-Chinese feeling. He can¬ 
not forget that Sino-Indian relations 
could not possibly be as before in 
face of the two sienificant facts of 
our time : the disapoearance of 
British power from New Delhi; 
and the eme'"geiice of a strong and 
united China for llie first < time in 
centuries. There is evidence that 
Nehru was once conscious"of these 
two obvious factors; the treaty on 
TilT 9 t, for instance. It is less obvi¬ 
ous that officials in New Delhi took 
the two hi.storic events into account. 
The contribution of officials, in thg 
External Affairs Ministry. the^Histo 
rlcal Division in particular! to 
complicating this country’s border 
dispute with China- remains to be 


studied by historians. It seems, to dna 
rqiorler. at any rate, that it is alto¬ 
gether unfair to blame only the poli¬ 
ticians for all that has happened 
to us. 

1 

No Penpective 

New Delhi’s sky is full of those 
American C-l(Ws; you see, and hear, 
more of them in Srinagar, where 
this reporter at this writing is 
supposed to be holidaying. Most 
reassuring. Something is being 
done, after all. that must he done. 
No thought, if appears, is being 
given to India’s long-term relations 
with China, This emergency, how¬ 
ever long, cannot last forevei. 
What then? The inscrulnbililv and 
unpredictability of Chinese beha¬ 
viour makes thinking in this direc¬ 
tion more difficult, but not less ne¬ 
cessary This is where ' political 
pressures, from the right as well a.s 
the left, have completely stifled the 
Prime Minister’s, and the country’s, 

‘ thinking. Jejune slogans have re¬ 
placed costructive ideas, not only 
in tlie minds of politicians (which 
is only to be expected) but also in 
those .of officials and intcllcctual'i. 

One ha** only to speak to the Ame¬ 
ricans and the British who are help¬ 
ing us to see how New De!h’.s official¬ 
dom hUs failed in their ' esteem 
“Your administration”, they will tell 
you afiei the third drink has dispel¬ 
led, diplomatic caution, “is simnly 
not geared to thi*; enferg'-ncy”. The 
'politicians have "been, mostly right¬ 
ly. blarnt-d for much. It seems to 
this reporter that the bu'^eaucracy’s 
immunity from criticism has been 
taken too far in this country. It i.s 
not widely enough realised that a re¬ 
latively junior official’s reading of a 
1931 map may leave the Prime 
Minister with that much less room 
for manoeuvre. 

Added to the administration's 
failure, physical, to carry out the 
specific jobs created by the emei- 
■ genry is the far more dange.roiis 
failure to. think m depth about the 
implications of an interminable eon- 
flict .with China. Anyone familiar 
with Mao Taa-tung*? writinga on -a 


protracted war knows that he watt¬ 
led a long war-not because it was 
thrust upofi him (ns is the case 
with Nehru and Inilm) but because 
tt long war, for him, was an iustru- 
menl of social revoluticm; the lon¬ 
ger the war went op the more time 
and opporfunily he would have 
to transform Chinese society beyond 
recognition. -New Delhi makes 
one worried Ijecausc the lekders and 
their stooges, the officials, give no 
evidence of knowing what they may 
be bringing upon themselves by inten- 
ilmg to conduct a long war wirfi 
Chiiia. Being for the most a part 
of the Fistablhlinient, the Press, 
which -davishiy rv'produccs the Go¬ 
vernment’s trite slogans, has never 
brought home to its readers what 
social changes, affecting even the 
privileged Press, muat .come if a 
long war again-st China is to be 
conducted wirh any hope of success. 

(>ptlal CnrealidM 

Tliis is the crux of the matter. 
Shri Nehru half-wishes to use the 
Emergency' for social change; this 
is wjiy he once spoke of the Chi¬ 
nese attack as a blessing in disguise. 
The other half, of his mind knows 
thiit he is no revolutionary, what¬ 
ever the Indian Communists may 
tell him. He knows, that he simply 
cannot afford the social changes 
demanded by an all out fiaht 
against an enemy like the Chinese. 
He is the supreme beneficiary of 
the social system obtaining in India 
today ' (Beneficiaries on the peri¬ 
phery include this reporter, which 
exnlains his grave concern over an 
indefinite Kmergcnev'.) Jt Is not 
not fair to expect Shri Nehru to 
commit suicide. 

One knew of the shrewd obseiva- 
tion that the nearer one gct.s to a 
country's capital the farther one 
gets away from the realities; this is 
esnecially true of man-made capi¬ 
tal)* ‘inch f>a Washington. Canbeira 
and New Delh* Yet one had to 
come to New Delhi to realise how 
unreal New Delhi is. Yet. ao’sin, 
New Delhi is oddly reore^entative 
of the country as a Whole. Here one 
finds, exaggerated and helghtehed 
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and heuc£ inescapable, all tim 
trends prevailing in ibe country 
today. In New Delhi Indian decay 
has a dynamism that is New Delhi’s 
own. The process has gained speed 
with the Kamaraj plan; six Mini- 
sters With abundant energies have 
been released by the Prime Minia¬ 
te from the drudgery of signing 
files; they can now devote all their 
time to intiigue. regardless of tlie 
emergency. Prom all aecount.s. the 
Piime Minihtei is enjoying the new 


imbalance and the new uncertainly j 
all thi^ he thinks, makes his autte* 
rity secure. He may be right, for 
sign^cant change is a greater threat 
to him than to anyone else in India. 

Here, then, is the basic unreality 
of the emergency. Deeply wounded 
by defeat though it is, India’s lea¬ 
dership is as yet unprepared for 
what a long war demands. It speaks 
of the Kmergency, thinks of what this 
faction might be doing against that. 


The oiKeials, aycc^lhts all who adll 
set the pace in New Delhi, care 
only for their careers in en¬ 
hancement of which carrying fa¬ 
vour is more important than carry¬ 
ing out duties, “Contact men” with 
unlimited expense accounts com¬ 
plete the picture of corruption on 
the ground. In the air the only 
realities are borrowed C-104s. 

PPo be concluded) 

— Flibbertigibbet 


BURNPUR 
A PORTRAIT 
IN STEEL 


A busy itssitown. All/e to the problem* of the doy, 
prepared for the challenge of tomorrow. Thousondt 
live and work here day and night. Ad of them think in 
term* of steel - and more steel, for India. 
Yet less then ten yeors ogo, the rated onnucl capacity ot 
Burnpur wos obout half a million Ions of crude steel and a 
similar quantity of pig iron A two-step expansion 
programme has since raised onnuol production ot 
Ihe integrated steelwork* to 1 million ton* of 
crude steel and 1.3 million tons of pig iron 
The smallest additional capitol cost 
can expand production further, 
by another million tons of steel 
if need be. 
Meonwhile, II5CO steel—in 
oil Ihe shopes that sleel 
con loke —serves Indio's 
developing economy. 



IISCO 

FACES THE 
FUTURE WITH 
CONFIDENCE 


. the INOUN 

inoN a. sTKKi. 

— COMPANY kIMITKD 
MANeOINO AaiNT* HAKTm (UKN CTO. 


•C ,» 











Medieval Howrah 

Nigel Harris 

jj^ociai ,A«pe<*l* of Snuill Indaslrfen in Indis, Studies in Howrah and Bomliay, UNESCO Re*^aich CentiV on Social 


and Economic Dec’elopment in Southern 

'JTHIS short study is mautly con¬ 
cerned with a sample of 40 
turning-shops m Howrah, with two 
attached studies of 40 blarksmithies 
in the same district and 40 art-silk 
faetories in Bombay. The study of 
Howrah turning-.shops is good, in 
particular the social-economic limits 
on development. The immediate con¬ 
notation of the term ‘small imlnstu’ 
suggests manufacturing, eillicr m 
competition with large-.scale indris- 
try, or as one of the stages in a 
production process which involves 
modern large industry. In the case 
cf the turning-shops. like the hl.nk- 
smithies, ‘small industry’ means 
iseally small service mduslry whieli 
is parasitic upon large industry, an 
adpinct to the success of large in¬ 
dustry (and. in particular here, the 
railways) rathei than an indepen¬ 
dent source of employment or some¬ 
thing maintaining an autonomous 
existence Necessarily, liecause so 
much attention is devoted to the 
first Howrah case, the second and 
third studies tend to he rather com¬ 
pressed and of less overall qual’ty 
The third case study examines a 
situation which much moip closely 
approximates to what people usual¬ 
ly mean by ‘small industrv'. niid it 
It sad that moie attention could not 
have been direi ted here 

Freedom from TruiUlional Barriers 

The 40 turning-shops iri Howrah 
weie dominated hv Bengalis, and 
had attained much moie freedom 
from caste and other traditional 
harriers to sonal inteinetion ihaii 
the blacksmithies The industtial 
units were a rougli approximation 
to peifeet competition since they 
employed a relatively small capilal 
stock (a stock which, however, only 
lelatively few would-he entrepie- 
neurs could raise), and were exposed 
to free entry fan exit) from the 
industry. Having grown up mainly 
since the War, the shops as a v hule 
showed great fluctuations in act-vitv 
and a high labour turnover (but 
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low’ absenteeism, the reverse of large 
industry exjierience). Wholly un¬ 
organised amongst themselves, the 
turners seemed incapable of stabili¬ 
sing supply — necessarily, they were 
a prey to the highly organised mid¬ 
dlemen who sought contracts or 
orders from the buyers and distii- 
huted them amongst the shops. 

By contrast, the blackhmitliies 
were significantly dominated by 
particular caste (e.specially black 
smith castes) and villagv> links, 
were largely immigiant to Howrah, 
and maintained rural communal 
traditions even in the urban setting. 
Again, the level of capital was wiy 
low (lower than m turning-.shops), 
and the level of requisite skill evrn 
lower — there were no real barriers, 
apart from the minimum financial 
requirement, to entry. A>. might he 
exjjected, labour turnover was lower 
and absenteeism higher — but not 
as high as could be since return 
visits to the village quite often in¬ 
volved the master and Ins man 
together 

Personal Relationship 

Social relationships within the 
smithies were much more personal 
than in the turning shops, much 
more closely iMiiforming to the 
.seiitimentahsed and almost wholly 
spurious Western conception cf 
medieval work-relationships In fact, 
social distinction between empl’.iyer 
and workei had hardly begun - 
parliculaily where joint faniilv 
enterprises provided the complete 
factory unit, oi relatives or village 
neighbours were the main source of 
laliour Again, the main stimulus 
to expansion had been since the 
Wai, but blacksmithies in general 
were of greater age and stability 
than turning-shops — sugge.sting, 
among other things, that smithing 
was shared with farming by many 
blacksmiths, and that fluctuations 
in the one were absorbed in the 
other: the smithy could be closed 


down periodically^ whereas turning- 
shops were mere sole business enter¬ 
prises and either survived as active 
units or went completely out of 
business The tendency to reformu¬ 
late modern industrial cunditions 
into traditional ea.s.»> terms could 
also he seen, with ihp diflerence 
that in both Howrah samples, de¬ 
mand flurtuations and technical 
change constantly reactivated the 
disiclution of the inherited structure 
of relations. 

The Modem Paiiem 

The Bombay art-silk factories 
ccere much larger, impersonal and 
even to some extent ‘bureauf ratLserf. 
There was lillie caste discrimination 
in labour recruitment — the entre¬ 
preneurs were of decisively higher 
caste than llieir workers and lU 
general spoke different language.s. 
Some entrepreneurs knew little of 
the actual production pivxessta in¬ 
volved and did not in general parti- 
I'lpate 111 production --- unlike the 
two earlier cases. Thus a definile 
modem and hierarchic division of 
labour was already possible, with 
management playing a separate role. 

f.apilal Wits tile crucial problem 
in starling the industry, and thus 
was n .substantial barrier to absuhi- 
tely five entry -- only particular 
economic sirala could conceive of 
It The ait-silk manufacturers wore 
fully aware of their market, the 
financial as}>ect of their activities, 
and cc.mpetition from large industry. 
In .some cases, there had been 
strikes, and employers were hneed 
with continuing trade union pres¬ 
sure. As in the ca.se of manv busi¬ 
nessmen. the entrepreneurs had a 
barkgrcurid in trade, and were of 
relatively high educational qualifi¬ 
cations. Overall, the industry was 
much more completely integrated 
into the straight-forward cash mar¬ 
ket economy, subject to normal in¬ 
centives and technological stimuli, 
than the earlier studies. 
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Idle mifenmeef 


The first twe cases and the tftird' 
are clearJy different. In Howrah, 
both men and employer were cultn- 
rally pian of the same class, oven 
though in the turnmg'Shops they 
might belong to different strata 
(but not 80 111 the blacksmitiiies). 
in the art-«iik industry, the class 

■ division of a wider society ran dire- 
. ctly and clearly through the factory. 

On the other hand, the HowriA 
turncis attained probably a higher 
. level of skill than either of the other 
two cases, and necessarily were re 
quired to, be daily more inventive 
and ingenious The independent 
echelons of skilled labour were 
apparent in Howrah, ewn though 
class-consciousness was probably less 
than in Bombay Again, Howrah 
turners were fully urbanised, and 
hardly cortaidered agriculture as a 
serious alternative — factory labour 
Was their natural habitat 

This study then focuses on three 
plateaux of small-scale economic 
development. (X-'rtainly, it raises 
more questions th.yi it answers, but 
it is an excel'ent preface to future 
work. An area where the study 
could have been much more helpful 
is in pinpointing what the precise 
impact of Government is or could 
he either to stimulate or restrict 
such industry .Some afterapi is made 
to do this for Howiah luiners, hut 
the mam upshot is that at present 
the Government impact is negligible 
or restrictive. Given the protesta¬ 
tions and activity of the Government- 

■ on this score, the study could 'have 
directed more attention at this ques¬ 
tion — whether more freedom or 
more Goveniinent tredit could help 
the turners, and how such changes 
should be carried out in Howrah, 
The problems of the blacksmiths and 
art-silk manufacturers on this score 
receive almost no treatment 

Inronipiete Sludv 

The studv thus, for all its excell¬ 
ence. is still Very incomplete. If 
standardised procedures for all three 
cases had been used, and equal 
weight given to each, closer compa¬ 
risons would haw been possible 
The second two sludifs exhibit 'ome 
signs of carfle.ssness and haste (does 
the art-silk industry really contri¬ 
bute to the State m taxes and levies 
annually a sum equal to half of its 

1634 





w,- 


Tbe value of w^'|.ief iiti the 
picture it gives of HosvtOT tHri>«ig- 
shops, and the o^rUlttity thU pro¬ 
vides for comparison with, for ex' 
am|ffc, the Punjab machine shop- 



ptpmiwQ "fay the. are 

produoeff* and ,‘tM ioteipreta- 
tioil ia offeiied, the tunie fiar hiote 
deffnitiye statements ■ will have 
arrived. 
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Mmzar^0' tiosing ' Batti ^^'' 

Angola and Pot^lngal 

Fredericb F Clairminde 


Salazar’s hopes of smashing the freedom movement in Angola by military force and a form of village 
regroupment, based on the Algerian and Viettusm pat,ern, is ludicrous. 

, Portugfd just does not have the resources to car/} on the war with the Angolan nMionolists who are 
belter orgemised today than ever before. 

Further, American pressure has now decisively tipped the scales against Salazar in Angola. 


just as Algeria sounded the death-knell of the Fourth Republic 
de.Uincd to be the grave-digger of Salazar’s dictatorship in Portugal. 


ityiSlT Portugal’s beautiful pro- 
vince of Goa” read the tour¬ 
ist poster in one of Luanda’s bare. 
When 1 laughingly pointed at it, 
the barman shrugged hie shoulders 
and said: “it was there before my 
time; only the foreigners notice it.” 
It was symbolic. In Salazar’s 

Africa the clock had ceased to tick, 
or so it seemed. Rut beneath the 
provincial quiet it is obvious that 
the pulse of history beats at an 
accelerated temixi. Luanda is not 
at all comparable to pre-Evian 
Algier where the tension was elec¬ 
trifying. Yet this small city washed 
by the waters of the South Atlantic 
is now shrouded in a pall of chro¬ 
nic apprehensiveness. 

This is a white man's city as it 
was meant to be by the colonizers. 
It is unique in all of Africa. All 
the tertiary employment is account¬ 
ed for by the poor whites: waiters, 
petty clerks and prostitutes (speci¬ 
ally brought from Portugal on a 
contract basis). The African’s pre¬ 
sence here is tolerated; illiterate 
and unskilled his income stands 
in glaring contrast to that of the 
Portuguese worker. Admittedly, 
there is no official colour bar, hvU 
an economic colour bar iherc is and 
it is an extremely effective one. 
One need not leave Luanda or Nova 
Lisboa to be convinced of this. The 
schools, .save for a sprinkling of 
Afro-Asians, were all white. When 
I enquired why there were no Afri¬ 
cans, the reply invariably was that 
they newr applied for admission. 
I do not know if my interlocutors 
intendecl this as a humorous aside 
or not. Yet officialdom has its 
moments of truth. “Everything in 
Angola is integrated if one has 
money”, said a school teacher. This 
is the core of the matter. True 


enou^. and after SOO years of the 
blessings of a supposedly Christian 
Civilization, more than 95 per cent 
of the population is illiterate, sad 
died by one of the higneM morta¬ 
lity rates in the world, grovelling 
in appalling misery, and compelled 
to flee their land in search of em¬ 
ployment to the Rhodcsias. the ex- 
Belgian Congo and S W Africa. 
More than a million and a half 
Angolans (including refugees) 
have left Angola .since 1915. The 
great magnet was Leopoldville, 
particularly during the decade of 
Congo’s economic miracle between 
1950 and 1959 

DoaniHS of ^aiwear Keatme 
The Governor-General of Angola, 
Silvino Silverio Marques, i« dising- 
enous when he states: 

"Our policy is the best of all 
policies. It ensures the defence 
of western Christian civilization. 
To the Africans, Portugiiese pre¬ 
sence and laws have offered 
opportunities that they would 
never enjoy in an independent 
country. I am profoundly con¬ 
vinced that it is infinitely better 
for an African to be a citizen of 
Portugal than to be a ritizen of 
Angola”. 

If this is part of the traditionally 
accepted claptrap of a diseased 
colonial power, it is an opinion 
which IS widespread anionc many 
officials to whom the truth of a pro¬ 
position is related to the frequency 
with which it is enunriated. Like 
Algerie Francaise, the dogmas of 
the Salzar regime are now under¬ 
going extreme unction. 

To argue that the liberation 
movement in Angola is being led 
by a - handful of subversives and 
that pacification is just around the 


in France, .ingola appears to be 


comer is a delusion that Portugal 
can ill afford. Luanda, Nova Lis¬ 
boa. Benguela, Lobito, Uige, Huam- 
bo, are garrison towns, peopled 
with green beretod para-commandos 
and army men armed with conven¬ 
tional NATO weapons and num¬ 
bering fifty thousand The Secret 
Police, the Policia Intcrnacionai 
e de Defesa do Estado are ubiqui¬ 
tous. Military expenditures in¬ 
curred on the war now gouge 
almost fifty per cent of Portugal’s 
exiguous budget. 

When the revolt broke m the 
north-east on March 15, 1961, the 
Portuguese were caught in a state 
of total panic. Many of the eye 
witnesses were unaware that the 
percussion of the drums of Pan- 
Africanism could be heard in An¬ 
gola. Events in the Congo in Janu¬ 
ary 1960 and in July of the same 
year b®d been forgotten, aphough 
tlie handwriting on the wall was 
legible enough to all those who 
cared to read it. Embalmed in their 
delusions it wa.s inconceivable that 
the quiet slave would ever quesiinn 
an order that reached back to 1482. 
The dramatic upsurge of Angolan 
forced labour and peasanti-y ended 
once and for ail llie era of the 
quiet Aneolan. A Portuguese jour¬ 
nalist, with no sympathies for the 
nationalist cause, who was an eye 
witness of the insurgents' advance 
in the north-east summarized the 
feeling of many when he said- 

“It will never be the same 
again. Never The shattering 
swiftness with which the«e pea¬ 
sants -Struck was unimaginable. 
Wc were literally stunned. All 
the non-discrimination notwith¬ 
standing, we secretly believed 
that the African was incapable of 
any kind of organization, far less 
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ot a systmatic ahnei 
^h&ps male go Wvuse VK nra 
•conditioned ourseivea to believe 
such an evetit was impossible 
de^ite what happened in the 
Congo a year earlier". 

For a variety of historical rw* 
sons, the' dominant one being the 
retardation of the nationalist oidve- 
nvent and the repressive measures 
of Lisbon, the liberation movement 
was' forced into clandestinity from 
its inception. “It could not hap¬ 
pen here”, had now ceased to oc 
true, as it had earlier been in the 
Belgian Congo 

Rebellion Becomes War 
In their obtuseness, Lisbon’s 
emissaries could not perceive the 
tornado of change that was sweep¬ 
ing all of Africa Ensconced in their 
.leshpots they remained impervious 
to change, given the structure of a 
colonial autocracy and the naked 
fascist dictatorship that had batten¬ 
ed on Portugal so relentlessly since 
1928. 

The Portuguese reaction after the 
bewildering impact of the blow 
was one of sheer ruthlessness that 
perhaps, could only be paralleled 
in terms of ferocity by France’s 
punitive measures in Madagascar 
and Algeria in 1945. Dozens of 
villages were najialmed and 50,000 
Angolans butchered, imprisoned or 
deported to the concentration 
(amps of Hahia dos Tigres and 
Demba, amongst others. . 

Kebellion had now been escalated 
into war. Originally armed with 
primitive shortguns, knives and 
cjutlasses the Liberation Army 
under Holden Koberto’s leadership 
has now been turned into a discip¬ 
lined fighting gueiilla force armed 
with automatic weapons, mortars, 
radio transmitters and all the para¬ 
phernalia necessary for the prose¬ 
cution of a classic guerilla war. 
With deep roots amongst Angola’s 
masses these seasoned guerillas now 
numbering approidmately 20,000, 
have become invincible. This much 
is admitted by the more liberal ele¬ 
ments within Angola and even 
among certain members of the amw 
ed forces; yet the diehalds persist 

“We are here to prosecute a 
war”, one officer said to me, “and 
wc shall atop at nothing before vic¬ 
tory is attained. It means that the 
communist rebels must be extermi- 


a&ted. If we fml we shell be goUty 
of ^ioyalty”4 Atolrahle in ito 
cuidour it reflected the mood end 
pattern conduct diet I witlwMAd 
in Algeria among many of the 
French officer caste, by no 

means all. Hie corollary that 
follows from such logic is implac¬ 
able: the enemy ja to be destroyed 
with no quatixiE of conscience. My 
Portuguese interlocutor informed 
me that few, if any, prisoners were 
taken. In every battalion axe to 
be found experts on ‘psychological 
warfare’, many of them French 
flegionaiyes who had forgotten 
the t^niques they learnt and 
applied so unmercilesly in Indo¬ 
china and Algeria. 

Algeria-trained CueriUaa 

Yet the torture methods perfected 
by General Massu’s devotees have 
had the reverse consequences from 
those anticipated. It has steeled the 
resistance of the peasantry and 
strengthened the hands of the gue¬ 
rillas, as It did in Algeria and Viet¬ 
nam. Given the colossal size of the 
country (800,000 square miles, 
or an area fourteen times the size 
of Portugal) it is impossible for 
the colonial army to effectively come 
to grips with an invisible guerilla 
force, highly trained and highly 
mobile. These guerillas have lieen 
trained by Algerian instructors 
in Thysville in Congo republic, 
100 miles from the Angolan fron¬ 
tier. The strategy of the Alge¬ 
rian war has been studied and so 
has the experience of Cuba and 
Indo-china. The manuals of the 
Chinese guerilla theorists and Che 
Guevara and U S army handbooks 
have been grist to their mills and 
are now being apqilied with de¬ 
moralising effect, as my talks with 
Portuguese militiamen confirmed. 

The,Angolan partisans have per¬ 
fected un&rground communication 
networks that match the ingenuity 
of those that I had seen used by 
the Viets in Indo-china. And these 
same primitively armed tribesmen 
are no longer the same men that 
fought in March 1961; they have 
become transformed into efficient 
killers and masters of modern tech¬ 
niques operating in highly mobile 
groups of 15 to 20 men. 

Undermined by Afro-Asian opi¬ 
nion and the verdict of all free men, 
Portugal’i externa! position is grow¬ 
ing increasingly untenable and in- 


^ondniies to reM oa fyagfU 
foundaitons, UnfoitunAtely, the tia> 
tionaliat movement, until recently, 
was «p)it into two ctmfUetit^ 
groups: the Angolan People’s Union 
led by Holden Roberto and the Po¬ 
pular Movement for the Liberation 
of Angola led by the Afro-Portu- 

f uese Mario de Andrade. The M P 
A has now become a shadow or¬ 
ganisation and de Andrade, from 
hia refuge in Cairo, has relinquish¬ 
ed bia command of the party. Hie 
Committee of Reconciliation, father¬ 
ed by the Addis Ababa conference 
of January 1963, composed of nine 
African powers of which Ghana and 
Algeria were members, emphasised 
the leading role in the actual fijjit- 
ing of Roberto’s party, ‘Hiere is now 
for the first time a unified military 
high command. 

Only Ideology i Freedom 
De Andrade, a militant Marxist, 
saw the future solution of Angola's 
problem exclusively in socialist 
terms and the members of his group 
made no bones of their convictions. 
Roberto is a pragmatist who waves 
no ideological flag save that of 
Angola’s immediate freedom. He 
has been accused by his adversaries 
and certain African spokesmen of 
being a tool of ‘American and Bri¬ 
tish imprialism’. I raised this issue 
with him in a two-hour interview 
in his shabby party headquarters in 
Leopoldville, reminiscent of the 
modest G P R A headquarters in 
Tunis. He replied that he first came 
face to face with this indictment 
when he visited Guinea. He repudi¬ 
ates it, contending dial he is pre¬ 
pared to accept arms from any 
source as long as they do not en¬ 
tail ideological commitments. His 
links with the U S are close and 
amiable and he has visited that 
country several times, but never 
the socialist countries. His provi¬ 
sional government in exile has now 
been recognized by Algeria, Sene¬ 
gal and the Congo. 

Further, he claims that the accu¬ 
sation that he is a prisoner of Ame¬ 
rican interests is untrue since even 
the Portuguese have not ceased to 
label him a communist, As to the 
socialist strivings of the M P L A he 
dismissed these as insincere and its 
votaries as merely peddling slogans 
and ideas that were meaningless in 
the Angolan context. In flawless 
French, Roberto outlined with a 
diamond hard mind the cdistacles 
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Over 30 years of flying experience 

AtR/NOiA 

tN ASSOCIATION WITH 
t O.A.C, AND OANTAS 





. .. C f;r_^ ..i .J ' ; ,- ...^j ■ . , r 

t>s4 4inriQn«t{tttiHi 
Wftdrdity of the' char^ dial he 
W4!S -an ^ent of Arowkan- ititerdt^ 
“w^ did you teU a nporter ' 
ypar g«enlUs would hack to 
‘pieoes any Algerian' volunteers - jf 
thdy touched A^glan soH?”» f 
adii^> never said any such thing” 
he lulled indignantly, “^is is a 
vife invention by an American jour- 
tu^iot hunting for th^ sensational. { 
Ben. Bella and ouf relations 
Mo excdlent. The Algerian revolu- , 
tint) is a great achievement in Afri¬ 
ca and for many an inspir.ing^ one, 
but 1 j do not see eye to eye with 
Ben Bella on all and every qudt- 
tion. The Angolan and Algerian ' 
revolutions are different social phe¬ 
nomena. We appreciate Algerian 
aid and instructors, but the fitting 
must be done by Angolan men and ' 
womeh". What he meant was that 
,actual fighting constituted a school 
for thousands of future administra¬ 
tors, as in Algeria. 

TrihHljsiii NalionaliMii 

There was no posturing in fri^ 
methods of talking, his manner was 
direct and straightforward, and his 
rigorous analytical skill in di.ssect- 
•ing an argument and coming to the 
heart of a question remarkable as 
his mastery of detail was signifi¬ 
cant. 


nijebt. 'Bnt' while w wuld ewfut 
pwrially on such -i ftoei&i force, 
k ia a p<]«r one, particularly if used 
by a white man, It remains to be 
seen once the euphoria of the levo- 
lutlonary war is worn thin and in- 
dqjcndence assured if these, tribal 
forces would not emerge and des¬ 
troy what has been achieved at such 
an immense cost ui human suffer¬ 
ing. TTie dongo offers the classic 
pVecedent. 

Roberto is a voracipus reader who 
i* acquainted with the thought of 
Marx, Lenin, Maoi Tse Tung and 
CaStio, Jiut he is not'a Marxist. To 
my (Question as to who were the 
tlunkecs that most influenced him 
he replied that the forte of o'Ttits 
in Africa was his great teacher and 
in particular the savage exploitation 
of his own country by an alien in¬ 
truder, but that two dominant think¬ 
ers that clarified his views were 
West Indians: George Padmore and 
the psychiatrist Franz Fanon, the 
ideologist of the Algerian revolu¬ 
tion and author of the now celeb¬ 
rated work, Les damnes dh la teire. 
Widely travelled in all of Africa 
and the US, Roberto acknowledges 
his debt to these revolutionaries, 
yet with understanding born of the 
grotesque tactical blunders of l.ii- 
mumba, he is prepared to move 
cautiously. 


FraiWftW RpgWf Seyduax in rite re¬ 
cent Gweral Assembly debate of the 
II N, Enormous quantities of West 
German military equipment is to be 
seen in Luanda, including jeeps 
and lorries. 

ITic position of the United States 
Government is clear-cut. It sup¬ 
ports nationalist aspirations both 
militarily and financially. In his 
recent talks with Mr Salaaar and 
Foreign Minister Mr Franco Nogue- 
ira, Mr Rfennon Williams said that 
althou^ the U S recognises that 
racial discrimination, as official 
policy does not exist, “the inferior 
economic status of the natives tends 
to create a stratified social order", 
and that the U S did not have riie 
intention of supplantihg the Pmtti- 
giiese in its African colonics. 

U S Tip* the Seale* 

There are American Investments 
in Angola and the U S constitutes 
an import market for its exports. 
Many of my Portuguese interleriitors 
expressed their contempt of the 
sincerity of American thinking with 
regard to discriminatory practices 
"I cannot see”, declared one senior 
civil servant in Luanda, “why the 
U S is BO obsessed with the so-called 
inferior economic status of our 
Portuguese citizens. We have solved 
our racial problem, whereas they 
have not solved theirs. What they 


As to the more serious allegation 
that he liad recruited his guerilla 
force from the northern Bakcongo 
tribesmen and that he was a triba- 
list Roberto claimed that tbi.s was 
not so. I am personally sceptical 
of his reply. He may be free from 
the tribal tinge, but I do not know 
if he would not beat the tribal drums 
if he thought it was in his interest 
to do so. The tragic tribal divisions 
in the Congo which have now re¬ 
sulted in the breakup of the six 
provinces inherited from the former 
colonial power have ripped the 
Congo wide open. In fact, the Con¬ 
go has ceased to be a nation and 
has degenerated into a coterie of 
conflicting tribes and factional poli¬ 
tical groupings. We spoke of the 
tribal scourge at length and Rober¬ 
to is' cognisant that such a policy 
would rip A^igolu apart as decisive¬ 
ly as it has' done the'Congo. 

Indeed, Salazar has pinned his 
hopes on the disintegrative forces in¬ 
herent' within tribalism as a bul- 
walk against nationalist enoroach- 


l'orlUK«l Bieeding While 

The colonial ibntention that the 
liberation struggle will be smashed 
by military operations in conjunc¬ 
tion with a melamorphosis of the 
rural areas is ■ nothing short of 
ludicrous. Much of this rural 
transformation takes the form of 
village regroupment and finds its 
counterpart in Algeria and Viet¬ 
nam. In Algeria more than a mil¬ 
lion and a half persons were dum¬ 
ped into these camps that were re¬ 
dolent of concentration camps. The 
truth is that Portugal does not have 
the resources to pul into effect 
either a Constantine Plan such as 
France conceived, or even to prose¬ 
cute the war much longer.' In fact, 
all of tlie arms, including fighter 
and reconnaissance aircraft are pro¬ 
vided by N A T 0. 

An effective arms embargo again.st 
Portugal has been opposed by Bri¬ 
tain’s Sir Patrick Dean (an alleged 
large shareholder ,in the Tangan¬ 
yika Concessiozte Company! and 


want is to substitute American pre¬ 
sence for ours here as they did in 
the ex-Belgian Congo and in Viet¬ 
nam. And this is the reason why 
they support Roberto”. 

The undeniable fact is that Ame¬ 
rican power has now tipped deci¬ 
sively the scales against Salazar. 
Given the freedom upsurge of the 
American negro it is unlikely that 
Portugal can convince the Kennedy 
administration that together with 
Pretoiia it remains the sole friend 
of the West in Africa. Whether the 
mediatory intervention of Mr Ball 
and Mr Mennon Williams can bring 
Salazar to the green table remains 
to be seen. 

In his public speech of August 
12, Dr Salazar repeated the time¬ 
worn platitudes that “Angola is an 
integral and inseparable part of Por¬ 
tugal”. A vicious public utterance, 
however, is not a private thought 
and his interview with Mr Pinto 
Bull, the leader of the Union of the 
Populations qf Guines recently, in 
Lisbon are straws in the wind. 
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C^OiitfaR witliiD n»rtii#ai ' 

If Dr Salawir’s decrepit empire 
u b^gered and bedevilled by the 
internal onslaught!) of the iialmna- 
list within Angola and Mozambitjue, 
he is equally faced with a growing 
opposition within his own wretched¬ 
ly underdeveloped country where 
dictatorship and police terror mark 
the faces of the Portuguese, as so 
pungently described by the Brazi¬ 
lian ambassador in 1960 : 

“ Their tormented expressions 
reflect demoralization, revolt, of¬ 
ten despair and always iiitranqui- 
llity, in»er:urity. and fear. Fear of 
unemployment, fear of prison . • • 
This same phenomenon is visible 
in the country, in arras where 
collective life is not on the show- 
window pattern of Lisbon and 
Oporto. ITie tourist i.s often 
heard to exclaim : ‘magnificient 
roads’, ‘well cultivated fields’ . . 
Rut a Brazilian who knows the 
reality perceives what is behind 
and beyond this facade He know* 
that none of these things belong 
to the Portuguese people; he 
knows that these things belong on 
the contrary to a handful of rich 
bankers and feudal landlords, to 
a small group of men who con¬ 
trol the rein* of political power 
This group is formed by prosper¬ 
ous business men who hold mono¬ 
polies and who are engaged m 
the pursuit of official prestige and 
the amassing of quick fortunes 
and who receive tlie sanction of 
the .State in their dubious tran¬ 
sactions . .” 

Algenan Parallel 

With an annual per capitu in¬ 
come of S 120. an infant mortality 
rale of 90 per thousand (or double 
that of Japan) and 40 per cent of 
its inhabitants illiterate. SalazBr i* 
presumptuous even to speak of a 
civilizing mission. To be sure, his 
poverty-striken fascist regime stands 
on the rmi of a revolutionary 
volcano. 

The only organized political force 
in Portugal is the Communist party 
which functions within the cata¬ 
combs of illegality witli extensive 
ramifications among the peasantry 
and the urban working class. More¬ 
over, its links with the students and 
faculty members of the universities 
of Coimbra and Lisbon are remark¬ 
ably etrong as was seen recently 

l(i4Q 


when ^ professorial anid sWimt 
body fought the police widiin these 
univerai^ preciitts. In this afinos- 
phere of police-state methods The 
Timen correspondent in Lisbon noted 
in August of this year ; “ArresU of 
men and women on suspicion of 
subversion continue at an accele¬ 
rated pace . . . Many profemional 
men and women whose liberal 
thinking brings them under suspi¬ 
cion have been arrested. This is an 
uneasy country, where citizens can¬ 
not close their front doors and know 
they are safe”. Yet the tide of op¬ 
position inexorably rises. Ju.st as 
Algeria was the gravedigger of the 
moribund Fourth Republic, so are 
Salazar’s colonies destined to play 
the serpent to a corporate stale that 
has been in existence since 1928. 

National Dialogue Urged 

The rumbling.* of opposilion arc 
now audible. Marshall Cravciro 
Lopes, President from 1951 to 1958, 
has openly called for an end to 
censorship and police state methods 
and urges a national dialogue on 
vital questions affecting the nation's 
destiny. The external pressure on 
Portugal ■ deepens these cleavages 
Geneial Camara Pina of the army, 
and General Pinto Rez, chief of the 
air force have declared that with¬ 
out external military equipment it 
would he impossible to en.surc Por¬ 
tuguese paramounlcy in her African 
colonies. Further, an important fac¬ 
tion of industrial leaders, including 
Mr Jorge de Melo, director of the 
powerful Companhia Uniono Fabril. 
shares the views of Marshall Lopes. 
Nor us this surprising. Already the 
ei-onomy is trapped in the miasma 
of stagnation, with unemployment 
rearing its head and prires of staple 
foods, including salted coHfi-h, 
rising sharply; and this in a conntiy 
faced with a burgeoning population 
and an agriculture which still .bord¬ 
ers on the mediaeval. 

The laipes-de Melo thesis is that 
if Portugal IS to survive it must 
reach a negotiated settlement with 
the African nationalists m order to 
direct its resources to the modei- 
nization of the economy For it i« 
only in this way that it e,an meet 
the competition of E F T A and 
E C M. And hence peace in Angola 
becomes imperative for survival. 
Another variant of this thesis is that 
if Goa had been granted indepen¬ 
dence at the propitious hour the 



No O A S 

The feudal families within Portu¬ 
gal and the notorious Thirty fami¬ 
lies’ in Angola (many of whose faci- 
endat exc^ B0,000 hectares) and 
business interests in Angola are op- 
posesd to any compromise. Here 
again it must be borne in mind 
(and the Algerian and Indochinese 
precedents are illuminating) that 
nationalists’ funds are partially, 
derived from the large facendem 
and business interests in the form of 
‘protection’ money. Many of the 
more retrograde elements within 
this social class speak of a ‘Brazi¬ 
lian solution’, 1 e. independence 
from Portugal and they fear that 
Salazar i.s preparing a compromise 
that would jeopardize their inter¬ 
ests. 

So far this strata has .shown no¬ 
thing of the organisational cohesive- 
ness of the 0 A S, or for that mat¬ 
ter, nothing of Us feroeity. And it 
us unlikely to have any such cohe¬ 
rence, because among the European 
community in Angola the social 
divisions are monstrously laige, 
with the lower income groups open¬ 
ly declaiming that the country has 
come to such a pathetic impasse 
hecausi' of the refusal of the rich to 
pay taxes and their policy of forced 
labour Military operations have 
merely accelerated this rift. The 
conscripts to whom I spoke in An¬ 
gola saw no reason for the war, 
and many expressed the view that 
they were fighting for the rich and 
that they had nothing to gain by 
Its continuance. To the right of 
Salazar us the monarchist parlv 
linked with all the forces of the 
traditional order. 

Members of the legal liheral-He- 
mocratir opposition are inadequately 
organized but many of their younger 
bloods are calling for a working 
arrangement with the Communists 
as one way out of the political 
deadend. Moreover, the exiled 
group* re.siding in Brazil led by 
General Humberto and the courage¬ 
ous Hennque Galvao have left their 
imprimatur. It is this conjunction of 
forces both within Portugal and out¬ 
side that will determine the future 
contours of ApgoU and that of Por¬ 
tugal itself. 




iBttinan Facffir in Agricnjtural Derelopment 

Study of a Tn&al Community 

Vlnmjaa Saha 

The tiny territory of Tripura is beset, by many social and ecouomie problems. The most formidable 
of these perhaps, is the rehabiKiation of tribals who carry on a type of predatory agriculture 

The Tripura Adminutration has put into operatson two schemes to rehabilitate these people. The . 
study of the impact of these schemes attempted here, show^ that in, a tribal community equal sodal and' 
economic stimuli may produce differeru results depending upon subjective factors tike attitudes to work, 
to living standards, etc. 


THE reactions of tribal commu¬ 
nities to agricultural develop¬ 
ment and social welfare projects 
was studied in a village survey 
undertaken by the Agro-Economic 
Research Centre for North East 
India, Jorhat, in a Government spon¬ 
sored Tribal Welfare Colony in Tri- 
pura\ This survey has shown that 
with same sorts of economic bene¬ 
fits, persons of similar social and 
economic background achieved diff¬ 
erent degrees of progress in their 
adaptation to new ways of life and 
living. The importance of non-eco- 
nomic factors is profound in a tri¬ 
bal community 

Socio-Economir Backaround 
A brief account of the social and 
economic background of the people 
under study may not be out of 
place. The tiny territory of Tripura 
is beset with many social and eco¬ 
nomic problems. The most formid¬ 
able of these is, perhaps, the reha¬ 
bilitation of over one lakh ‘Jhumia’ 
population who move from one 
place to another with the Jhum 
cycle* These people are accustomed 
to live a simple and easy-going life; 
their needs are few, aspirations 
limited and standard of living very 
low. But their rehabilitation is not 
only an economic problem as it in¬ 
volves social and psychological 
questions. The Tripura Administra¬ 
tion has initiated several projects 
for improving the lot of the Jhu- 
mias. The Jhumia Colonisation 
Scheme is one such project*. Work 
on the Settlement Scheme of the 
Jhumias was started by the Tripura 
Administration in 1953 at Katha- 
liacherra. The principal objective 
of the colonisation Scheme was to 
induce shifting cultivators to adopt 
settled fanning. 

results of tlie survey showed 
that the colonisation Scheme has 
been a partial success and settled 


fanning has got a mixed reception. 
It was seen that 41 per cent of the 
families left for unknown destina¬ 
tions after receiving the benefits 
under the scheme. Of the remain¬ 
ing 49 per cent (36 families), the 
occupational pattern is as follows*: 


Occupational Class 

*!9 • 


(11 Solely settled 



farmers 

6 

16 7 

(2) Mainly settled 



farmers 

11 

80.6 

(3) Mainly Jhumias 

(4) Solely Jhumias 

10 

27.8 

and others 

9 

26.00 

Total 

36 

100.00 


Thus 16.7 per cent of the fami¬ 
lies have been converted to settled 
farming, ,58.4 per cent are in the 
transitional stage and 25 per cent 
are still following their traditional 
occupation. There is another way of 
looking at the picture. There are 
three types of farmers among the 
colonists — the first group is prog¬ 
ressive and has the ‘will to develop’ 
its farms. In contrast, there is an¬ 
other group which is indifferent 
to better life and living and pre¬ 
fers to stick to its traditional way 
of life. There is a third section 
which has changed its technique of 
production, but is indifferent to 
better life. 

Three Households 
In connection with the survey of 
the Kathaliacherra Jhumia Settle¬ 
ment Colony, the author carried out 
case studies of a few selected house¬ 
holds with a view to pin-point the 
factors which have caused different 
levels of developunent amongst simi¬ 
lar people. Data from three house¬ 
holds (A, B, and C) are presente^d 


in this paper. The household ‘A’ 
belongs to the group which showed 
marked progress, the household ‘B’ 
has shown decline and the house¬ 
hold ‘C belongs to the group which 
could not show much progress, 
though it entirely changed its tech¬ 
nique of production from Jhum to 
settled farming. Although these 
three households belong to three 
different groups, none of the house¬ 
hold is ‘representative’ of the group 
it belongs to in the strict statistic^ 
sense. The three households are 
chosen deliberately, on the basis of 
certain common characteristics in 
social and economic background. 
These are : (i) they were solely 
dependent on jhum fanning before 
settlement in the colony; (ii) they 
had similar family composition at 
the time of settlement, that Is, they 
had equal numbers of working and 
consuming units; (lii) they got al¬ 
most similar housing, financial and 
other benefits under the government 
schemes; and, tiv) they belong to 
Reangs". 

Table I presents data on the fami¬ 
ly composition and characteristics of 
the three households under study. 
In respect of working units, house¬ 
hold C is at a disadvantage com¬ 
pared to other two households 
having 3 working members each. 
The head of the household ‘A’ is 
literate, but his counterparts in 
other two families are not. All the 
three households send their child¬ 
ren of school-going age to school 
except housebolp^J^’ which docs 
not send a to school, 

Eeonomla,'l^iin ornuiyiee 

Though in respect of £he above 
there is little difference, there has 
been a wide gap between the posses¬ 
sion of economic assets and per¬ 
formance in agriculture. Table 2 
gives data on the acreage under 
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iHDIAMOJL Signifies Progress 

'lig^if 

* lUjIittrtd Trademark of the Mobil Compinlo 


The Indian Oil Company now suppli-es 
the world-famous MOBIL automotive, 
indiistrial and marine lubricants. 
Indianoii helps keep the wheels of 
industry turning and vital transport 
running round-the-clock. 

Sptciff your nqulrtments to • 

Indian Oil comp>ny Ltmited 

HEAD OFFICE! 

Clarke Roitj. Mahalaxml, OOMBAY-M 

WESTEMN BRANCH: 

••RulMnl". Carmichael Road. BOMBAY-24. WB ' 

NORTHERN BRANCH: ' ' 

■Jetein Vlhar', 3, P^rliamani Sareet, NEW DaHI.I 
■ASTERN BRANCH' 

P.«, Or. Sundarl Mohan Avenue, CALCUTTA-H 
BOUTHERN BRANCH: 

* Khlvril Mamloh*. 1 JO.A. Mpuni Read, MAORAS>2 








tifc.geen fiWa-Tuljle 2 th»t 
fad'd a ti49t wwn area 

j6.lS ^wafes —4;1S aerts is'aettled 
SamWg/and 2.00 acres in Jhmn 
larmiag-and raised crops worth ap- 
proxinmtidly Bs 1,500.^. Againat 
the solely Jhunita hous^md B 
Wpifaed on a patch of 2 acres of 
Jffauiia land and raised crops worth 
aixhit Rs 400.00 and household C 
working on 3.4 acres of land liaised 
cropa worm about Rs 500.00. This 
wDi amplyshow that household A 
produced about three times or more 
than the other two. This was poau* 
•hie only because of thte extraordi- 
,nary seal and energy of the head 
of the family and his practical 
bent of mind. Working hard on 
the land allotted by the Govern¬ 
ment. he attracted the attention of 
the extension officer and' utilised 
the facilities offered to the jhumias 
to the maximum This bore fruit 
and he could purchase some acres 
of low-laild particularly suited for 
paddy cultivation. The practical 
sense of the man has prompted him 
not to give up jhum farming alto¬ 
gether. . He has utilised the labour 
of his wife and daughter who are 
adept in jhuni farming. This has 
earned him a gross income of Rs 
400.00 whioli is equal to the total 
income of household B. The cru-' 
cial factor is thus the attitude to 
work and to better living. In this 
respect, the case of Household C 
may be cited This household has 
accepted settled fanning as its 
mainstay, but this has not paid it 
as well as it' might have expected. 
This may lure it to take up jhum- 
framing in addition to settled farm¬ 
ing. 

■nie economic condition of the 
househpld inay be reassessed with 
- Inference to the posseSsioil of assets. 
Some of the assets owned by the 
three households are shown in 
Table 3. Households A and C who 
are relatively progressive possess 
similar assets, which are far supe¬ 
rior to the assets, possessed by 
Household B. The household ‘fi’ 
stuck to Jhum farming though 3.50 
dcrds of land were allotted to" it for 
^tled cultivation. Tfa^e amount of 
Rs 500,00 paid to it for the pur- 
efaase of bullodcs etc, it seems, was 
.used for consumption. In respect 
of housing, while households A and 
C are living m the colony houses 


’ xiwpBtrmM Rs liiopo^ 

«Mfa, '-bowMiM^d B cbiMtnteted « 
traditlona] ‘Maohtmg’' bouse bes^ 
the colony Itouae - tvhkh was fat a 
ddapidat^ condition, - The con- 
striicdon at a traditional houso for 
use is-symbolic, ^ 4fae aRitU^ of 
this household’ to luMi-ttisditianal 
ways. ' . , . 

CoachuiaB ^ 

Tbe foregoing discussion brings 
out two sig^OBitt facts t 

(a) personal attbudes to wa}'s 
of life play important rde in agri¬ 
culture in a tribal qtnnmunity, and, 
'. ' fb) equal social and economic 
stimulus may produce diffezent re¬ 
salts, depending upon subjective 
factors like the attitude lo work, to 
living standards etc. 

Notes 

‘ Saikia, Saha and Sanma : “ Kathalia- 
cherra, Report Wn the Socio-Ecoho- 
‘ mic Survey of Government-Spon 
sored Jhumta Coieny in Tripura, 
Agro-BConomic Research Centre for 
N E India, Jorhat (Unpublished). 

* ' Jhumia * ia from the wotd ' Jbttm ’ 

which stands for a predatory type 
of agriculture practised by seinl- 
notpadic hill tribes of north-east 
India. 

A Jhum cycle w the period of 


bibdlriait ‘hcfliwen two wcoBwdvd 
ilpifc Wt. * Pio* ^ 

The jnum cytk vm om teduced to- 
4 to; 3 yean in Tripura cbmpated te 
n nofmal period of 10 to 15 yvan- 
For the eradication and control of. 
jhuin farming. , the Administration 
has' two schemes < , 

(lliThe Jhatnia Sertlanent Echemc 
initiated in 1953 under the First 
Pbm provided each Jfhumia fa- 
' ndb’ willing to take Up settled 
fanaing with 4 acres of land— 
miSfsksbly 2 acre.« Tills fup- 
fiatdl and 2 acres Lunga (low- 
iMd)' and a gram of Rs 500 
, for purchase of bullocks, Imple- 
menu arid, seed, etc, .and. 

(iif The Jbumia Colony Scheme, 
takm up in 1957, In the Se¬ 
cond flan, to expedite and sup- 
' plement the works started under 
me first Scheme with the pro¬ 
vision of a house in a colony, 

' A Colony is alio provided with 
medical, veterinary and educa-, 

_ tional (upto junior, basic stan¬ 
dard ) faCilhies. 

The occupational .clas^cation is 
based on gross income from dk two 
systems of agriculture. 

The Iteangs are an important tribal 
community of Tripura. They, ere 
traditionally Jhumias Thoirah they 
have close affinity with the 'fri^ras, 
they remained very 'backwitrd aooial- 
ly and economically due to their • 
slicking to Jhum fawning. ‘ - 


Table 1 i family Composilbm a|wi CharacteriatlcK 


House¬ 

holds 


Bex distribution 
M F TStoT 


Ecowotmc Status 
Won Hel- Depen- 
ker per riant 


Ediwatj onal Status 
L” IL Student 


A 

B 

C 


2 3 5 

2 3 5 

4* 2 6* 


2 

3 

2 


2 

2 

4* 


2 2 

4 1 

4* 2 


One .male baby is only 6 months old.. 

Table 2 t Acreage under and Income from Agriculture, 1960- 61 


Acreage under 


Settled Fanning Jhum 


Annual Gross In- 
<},Votae from 


Total 


Household 

Net a#ea 

Cropped 

- Fanning 

Jhum 



f^>wn 

Area 

Farming 

Farming 



Acr*s 

Acres 

Acres ' Rt 

Rs 

fis 

A 

4 15 

7.15 

2.00 llOO.OO' 

40000. 

isho.oo 

B 

_ 

_ 

2.00 — 

400.00 

400.00 

.c 

3 40 

3.50 

500.00 

— 

500,<00 



Table 3 .- 

Houaidiuld Aeseta, 1961> 


Households 

Land Owned 

Livestock 

.j^using 

• 




Work Young 


floor ’ 


TiUa 

Lunga 

stock stock 

Poultry Units 

Space 


{Acres ) 

{Number) 


■ {h It) 

A 

1.90 

S.OO 

2 1 

32 3 

552 

B 

I,50t 

- 2.00’ 

- -r 

8 2 

344 

C 

1.00 

3.80 

2 - 1 

6 2 

405 


Not cultivated. 
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JICC 

QUALITY PRODUCTS 

TO HELP INDIA’S 

INDUSTRIES 


ACCOGID 


ACG08ET-50 


FIREBRICKS 


• epeciBl aetd-realBting 
proof against 
both acids and chamicals. 
For setting acid-resistant 
bricks in acid towers, 
fume stacks, acid storage 
and pickling tanks...wher¬ 
ever protection from 
acids is needed. 



.. -air - setting refractory 
cement which can with¬ 
stand temperatures up to 
1710* C., and has firm 
bonding strength. For 
Jointing, bonding, monoli¬ 
thic and ramrnsd linings, 
for protective wash of 
furnace-walls and floors 
etc. 



...manufactured to your 
specifications of shapes, 
sizes and alumina con¬ 
tent. ACC Firebricks re¬ 
sist abrasion and spalling. 
They possess all the 
properties required tor 
long service under severe 
operating conditions in 
high temperature zones 




For trade etufulriet and free technical literature write to: 

THE CEMENT MARKETINe COMPANY OF INDIA LIMITED 

eotnbay • AhmaSaMd • BANOALonc • CAUCUTtA • coiKWATORe 
osLMi • iNDOhe « KANeun -madmas* aatna • sgcunderasad 


TM USOnSTa OSIKliT BOWSMUt uwm e lbs BMMSt MvkStM Css*Sl« Sf isMi LMtsS 


siSTA's-CMi'Sea 










fi^veidpiiierat of Fertdi^r Ii^iostry 

Some 'Vital Consideriitioiis 


■S 


AJoy Gupta 

Speaking in the Lok Sabha recently the Minister for Steel tutd Heavy Indiat^y indicated that the public 
sector woidd have a greater share in fertSiser production in future. Apt&LJ^m other factors, techholofp- 
cal and strategic consmerations also favour fertiliser production in the public set&r. 

The three industries, fertilisers, explosives and pctrv-chemteals, are cli^pdy inter-connected. Their 
itttegraled development in the public sector will permit units to switch oSpr to the production of ex¬ 
plosives when necessary and then change back to fertilisers. 

The other important consideration in connection with the development of the fertiliser industry is 
that coal-based fertiliser production .is uneconomic, AmAwpia is much cheaper to produce when the raw 
materials are derived from petroleum or natural gas than from coal. 

In fact, the principal reason for the high cost of production of fertitiserr tn India is that our planU 
are mostly coal-based Much greater reliance should be placed, therefore, on sur^us naphtha from the re¬ 
fineries and natural gas from the oil fields as the source of raw material far fertiliser production in future, 


ryHE Third Plan targets of pro¬ 
duction of fertilisers are 10 
lakh tons of nitrogen (as nitroge¬ 
nous fertilisers), 4 lakh tons of 
phosphorus (as phosj^atic fertili¬ 
sers) and 2 lakh tons of potash (as 
potash fertilisers). Production and 
import of nitrogenous fertilisers in 
1960-61 and 1961-62 were as 

follows • 

Nitrogenous Fertilisers 
(oOO tons of N) 

Year Production Import 

1960- 61 109 173 

1961- 62 151 142 


Production of phosphatic fertilisers 
(in terms of P-Oj) was 53,000 tons 
in 1960-61 and 65,000 tons in 
1961-62. Import of potash fertilisers 
which is not yet produced in the 
country, was 25,000 tons (in terms 
of K»0) in 1960-61 and 30.000 
tons in 1961-6?, 

So far 18 units (shown in the 
table) have been licensed to pro¬ 
duce fertilisers. 

Fertiliser is an industry in which 
both public and private sectors 
operate, as m iron and -.teel. 
Whereas the iron and steel industry 
started in the private sector indus¬ 
try and the Government came in 
later on, fertiliser started as a pi^- 
lic sector industry from the begin¬ 
ning. Of the production target, of 
10 lakh tons of nitrogen fertilisers, 
5.7 lakh tons are scheduled to be 
manufactured by the private sector. 

C Subraanajuam, Minister for 
Steel and Heavy Industries, ad¬ 
mitted in flw Lot Sabha earlief 


this month that the Third Plan 
production target fotr the fertiliser 
was not likely to be achieved, 
mainly on account of the inability 
of the private sector licensees to 
implement their programmes. Some 
of the licences issued had been sur¬ 
rendered and the public sector 
Fertiliser Corporation was now try¬ 
ing to take on as many projects as 
possible, he said. In the public 


sector the Rourkela Fertiliser Fac¬ 
tory has been transferred from 
Hindustan Steel to the Fertilisor 
Corporation. The three new pro¬ 
jects at Trombay, Namrup and 
Gortdchpur are expected to go into 
production in the TTiird Plan period. 
The Trombay project will use refi¬ 
nery gases and petroleum naphtha 
from the petroleum refineries in 
Bombay. The ammonia, urea and 


Units Lfrensed to Produce Fertilisers 
Project Detail* 


Covernment-owneil Plants 
Sindn (Bihar) I 

Rourkela (Onua)§ 

Nangal (Punjab)? 

Alwaye (Kerala )'§ 

Trombay (Bombay) 

Gorakhpur (Uttar Pradesh) 

Kami (Madhya Pradesh) 

Namrup (Ass^) 

Neyveli (Madras) 

Private Sector Plants 
Kothagudam (Andhra), Andhra 
Sugar Ltd 

Visakhapawam (Andhra)', Coro- 
mandar Fertilisers Co, Ltd 
Baroda (Gujarat),* The Gujrat 
State FVrtihsers Co, Ltd 

Eiinore (Madras)?, EID Parry, Ltd 
Tuticorin (Kerala). Kothari & 
Sons 

Mangalore (Mysore), Shaw Wal¬ 
lace & Co. and RallU India Ltd 

Varanasi (Unar Pradesh) 

Sahu Jain Group. 

Durgapur (West Bengal)* 

Durgapur Fertiliaers & Chemicals 


Ammonium sulphate, ammonium sulphate- 
nitrate, urea. 70,000 tons N 
Calcium-ammonium nitralte, 80,000 tons N 
Calcium-amnionium nitrate, 80,000 tons N 
Ammonium sulphate, ammonium phos¬ 
phate, ammonium chloride, 30,000 tonsN 
Urea and nitro phosphate, 90,000 tons N 
Urea, 80,000 tons N 
Urea, 100,000 tons N 
Urea and ammolnium sulphate, 45,000 
tests N 

Urea, 70,000 ions N 

Urea, 66,000 tons N 
Ammoohsm phosphate, 365,000 tons; 
urea, 16,500 tons. 

Urea, 90,000 tons; ammonium phosphate, 
125,000 tons; ammonium sulphate, 
200,000 tons. 

Ammonium phosphaite, 16,500 tone N 
Ammonium phosphate, 84,000 tons N 

Urea, 99,000 tons; ammtmium phosphate, 
123,750 tons, aminyniatn sulphate, 
99,000 tons, 

Ammonium chloride, 10,000 USM N 


Urea, 132,000 tons. 

Ammonium sulphate, 80,000 ions N 


Ltd 

Hanumangarh (Rajasthan) 

House of Jftlan 
? lu operation. 

* To be owned jointly by the (Tovemment and private industry. 
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YOUR 

CHILD 

WORRY 

ABOUT 



loaves ibtngs ifo y,0U\ They kt^w - 
you will do what is Iseat fof "them; 

This year you have watched your 
tak^-home income'Shrmk due to 
higher, taxes and the Compufsory 
Deposit Scheme, &ut as a res- ^ 
ponsibie provider you khow that, 
one item vyhich you cannot out" 
down on is Life Ihsuranoe. As a 
policy-holder, you will do all yOu 
cdn to keep paying those premi¬ 
ums. But if you do not have Life 
Insurance you will surely take a 
policy now. 

Remember that if you find it diffi¬ 
cult to make ends meet on your 
present income, how muCh more 
difficult will it be for your family if 
they are suddenly deprived of 
your income ! 










•iAsS-St'-IS" 

-jat 


‘ Al*' 






T'nififiilt'iiMilt' 



le«l* 


ftashit* IkMpilttt* (» » *, H B X, P S T R, «to.) 


nitrk acidjplanU are being 6U]>plied ^ fay Corporation which will 
by the Chemical Contraction Cor- ' pucchaw the designs, Jcnow-how 
poradon of 11 S A and the nitro- and special machirwries /rom for- 
phosphorus plant by Chemical and eign firms.. 

Industrial Corporation, also of USA. ' 
foreign exchange for the project is 
provided out of AID assistance and 


the rupee finance from PL 480 funds. 
The cost of the project, is estimated 
to be about ft? crores. Tlw 
second stage of the Alwaye fertili¬ 
ser unit’s expansion programme has 
been completed with the beginning 
of operation of an oil gassification 
plant using naphtha, designed and 
supplied by Britain's Power Gas 
Corporation. This will replace the 
old process and the plant’s capacity 
will increase from 10,000 tons to 
80,000 tons of nitrogen fertilisers. 
The third stage of the expansion 
programme at Alwaye will further 
raise capacity to /0.000 tons of 
nitrogen fertiliser. This stage will 
.also be completed by 1965. 

The factory at Namrup is sche¬ 
duled to go into production by the 
end of 1965. It is estimated to 
cost Bs 17 Crores. The ammonia,, 
urea and sulphuric acid plants ar^ 
being supplied by Chemical Con¬ 
struction Corporation and the am¬ 
monium sulphate plant is being 
put up departmentally by the Fer¬ 
tiliser Corporation. Foreign ex¬ 
change is provided out of Britisli 
credits. The Gorakhpur factory 
which is to produce 8t),(X)0 tons of 
njti’ogen m the form of urea per 
yeaj' will be copstnirted in colla¬ 
boration with a Japanese firm. The 
cost of the project is estimated at 
Rs .80 crores, the foreign exchange 
component of which will be met 
from Japanese credit The project 
is expected to be completed by the 
end of 1966. Ibe Kami project 
which was originally licensed for 
the private sector has been tjdcen 
over by the Fertiliser Corporation. 
The target of productibn is 1 lakh 
tons of nitrogen in the form of urea. 
The plant, estimated <tb cost about 
Rs .85 crores wijl be buiH entirely 


In the private sector East India 
Distilleries have their factory at 
Ennofe which started production in 
March 1962. The naphtha-based 
plant was built by Simon-Carves 
and is financed by the Common¬ 
wealth Development Finance Coi- 
poradon. The Kothagudam and 
Visakhapatnam fertiliser projects 
ip the private sector arc still at the 
blue-print stage. The Government 
has approved foroign exchange 
loans from the Export-Import Bank 
for these projects, Gujarat State 
Ferlilisers’ project at Baroda has 
also made some progress. 

Case for Public OwnerAip 

In sharp contrast with the lack¬ 
adaisical progress of the private 
sector projects, the Government- 
owned plants are exceeding theii 
liroduetion targets. The Sindri 
Factory, for instance, exceeded the 
target for ammonium sulphate, urea 
and ammonium sulphate nitrate in 
1962-68. Similarly, the factory at 
Nangal also has exceeded its tar¬ 
get. The slow progress of projects 
in the private sector is being serio¬ 
usly considered by the Government 
and a committee of experts is likely 
to be appointed to make on the 
spot .stiidies of the progrps.s of all 
fertiliser projects. The Minister for 
Heavy Industries in hi* statement 
in the Lok Sabha referred to above 
hinted at the possibilit) of all fer- 
tilisei production in futuie being 
taken over by the public sector. If 
this came about, it would be a wel¬ 
come development, particularly in 
the case of nitrogenous ferlilisers. 

The three basic industries, fierti- 
Users, explosives and petro-chCmi- 
cals, havT an integrated pattern of 
growth. They are closely inter¬ 
connected and riiould be planned 
in such-a way tliat maximum bene¬ 
fit is, derived frpm them. An inlfe- 


grated pattern will allow the units 
to switch over to llie production of 
explosives when neccssaiy and |h«y 
switch back to fertiliser prodjicfion. 
The diagram make* the intM- 
I't'lationsiup clear. 

The principal and the cheapest 
source of nitrogen is air.' To con¬ 
vert nitrogen into ammonia, hydro¬ 
gen is needed One of the cheapest 
sources of hydrogen is tha crack¬ 
ing process of the paraffin fraction 
of petroleum. Hydrogen on reac¬ 
tion with nitrogen gives ammonia 
which lie converted into diffe¬ 
rent forms of fertilisers. Ammonia 
on oxidation gives nitric acid whjeh 
is the ba,sia of the majority of heavy 
explosives, detonators and propel¬ 
lants used in war. TNT (trini¬ 
trotoluene) is manufactured by the 
reaefion of toluene, derived either 
from coal or petroleum, with nitric 
acid, ft D X ( cyclonite ), a very 
jiow'erful high explosive, is prepared 
h) the action of nitric acid on hex- 
aine (hexamethylene tetramine) 
which in turn is obtained from 
annnonia and formaldehyde. Both 
of these are at present obtained for 
ronimerrial use from petroleum 
source. Nitric acid is in fact the 
^cmical most needed by a country 
in a war. 

To establish an integrated ferti¬ 
liser-explosives industry will call 
for very large capital investment. 
Furtlier, for security masons alsp 
the plants have to be m the public 
sector. In peace time when the, 
storkpiling of defence materials is 
not necessary, nitrir acid produc¬ 
tion could be reduced and surplu.s 
ammonia utilised for the production 
of fertilisers. 

Coal M PetroIeum-"or IVatural Ca* 

Tile other important point con¬ 
tained in statement pf the Minister 
for Steel and Heavy Industries was 
that the, principal reaton for the 
private fertiliser projects making 
poor progress is the difficulty ex- 
perieTOed in securing foreign colla¬ 
boration, He' did not, howeverj 



t 
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J' fimnttEBlit on the reason# why 
~ cdtabor&tors were sw shy. iJae 
pfobabla .reason is perhaps the ex' 
port clause in collaboration agree* 
tnents insisted on by the Govern- 
tnent. Foreign firms are reluctant 
to enter into export commitments, 
particularly considering the high 
coats of production of fcrtilisore in 
India. 

A second reason could be tlial 
coabbased fertiliser production is 
distinctly unattractive In fact, the 
main cause of the lugh production 


coal <d fertifieffi'a in India i« &at 
our plants ate naosdy cbal-baaed. 
It is well known that annnoiiia is 
much chesqier to prodncp when the 
raw matenais are derived from 
petroleum or natural gas sources 
than wheii they are derived from 
coal. Much greater reliance should 
have been placed, therefore, on the 
surplus petroleum naphtha from 
the refineries and the natural gas 
available in our oil fields in Guja¬ 
rat and Assam as the source of raw 
material for fertilisers. It has 
been rakulated that investment 


'.gmiheinia is aiwut ^ per 
osnll faw in IT "naphtha-based tmit 
than in one baaed on ctml. A ten of 
naphihs costs about Rs 73 at our 
refineries; this can produce a ton 
of nitrogenous fertiliser The c i f 
value of one ton of imported nit¬ 
rogenous fertiliser is Re 1,000. 
Further, large ipiantitieB of naphtha 
are available from refineries in the 
Middle East which could be im¬ 
ported to produce ammonia. Thif. 
would be far cheaper than to im¬ 
port fertilisers. 


DONATE LiaCftALUV TO THE NATIONAL DEFENCE FUND 



Setting up a new 
factory? Remember^ 
it *s always advisable 
to ask for the services 
of experienced constructioP 
engineers. It pays in the long 

run in economy and efficiency ■ Come to Dodsal with your'' 
blue-print. Dodsal will study your basic requirements, con¬ 
struct the factory, set up the equipment and deliver the complete 
plant in record time® Dodsal are already working as construction engineers on turn-key 
)Obs for a large number of organisations both in the public and the private sectors, 
putting up industrial plants, power stations and laying pipe lines tor oil 
For alt Inquiries plaaee contact Canetructlow Dtvielon _ _ 
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•S||||Via*rK S.IMI'TKD 

BomtMiy S Calcutta 0 New Delhi 
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Cbafexinees Orot^ of 


Indian Shipping 

Sodhir Mnlji 


The principal lesson of the coMroversy over the India-l/K-Cotuinent Conference's deciswn lo raise 
freight rates is th^ the Government of India are still helpless agpiasi, foreign-controlled shipping cartels. 

The strength of the Conference system must be realised to appreciate the teeakness of the measures 
sdggested by the Government to counter if. No amount of global licensing, permission to charter or general 
statements that tramp shipping uMl be helped is likely to prove effective against the Conferences. What is 
required is to divert cargoes cueay fN>m Conference vess^s to independent carriers who are witling to offer 
regular service. i 

/>! Older lo do this, the Government will have Ut take three radical steps. 


First, they must outlaw the deferred rebate system and force the Conferences to pay all accumulated 
rebates immediately 


Second, tJley must outlaw cartels and oligopolies in Indian shipping by compelling the Conferences 
to accept all carrieis who are prepared to operate regular services. 

Third, they must withdraw their very considerable patronage from the^ Conjeretwes, 

{The views expressed in this article are the author's own and not those of the shipping line with 
whom he is employed^ 


^LTHOUGH the Government 
has angrily criticised the 
freight increase by the India-UK- 
Continent (ionfercnce on the grounds 
that it will affect exports, on exa¬ 
mining the facts, one cannot help 
feeling that the argument does not 
cut much ice The Incidence of 
the increase on none of the princi¬ 
pal export commodities will exceed 
2 per cent of the end-price. In 
any case, the difference of .5 per 
cent between what the Government 
is willing to offer and whu't 
the Conference has demanded 
is so narrow that the burden can¬ 
not possibly be of any great signi¬ 
ficance for oui exports. The point 
at issue, therefore is not the extent 
of the freight increase—there is as 
little logic behind the Government’s 
arguments for a 7 1/2 per cent in¬ 
crease as there is in the Confer¬ 
ence’s arguments for a 12 1/2 per 
cent rise, each has arrived at an 
ad hoc figure which it considers 
the maximum compromise that it 
can offer to the other. 

Government Down 

The point at issue as far as the 
Government is concerned is pres¬ 
tige. Both the Minister for Shipp¬ 
ing and his Ministry have for long 
beaten the drums for the Confer¬ 
ences. The Government’s Shinn¬ 
ing Corporation is among the 
most enthusiastic protagonists 


the Conference system, and has 
fortified itself by non-romracrcial 
methods in many Conferences. The 
Government has given massive 
and remunerative support to the 
Conferences by contracting all non¬ 
bulk Government imports (which 
in some trades are as high as 60 
per cent of the total non-bulk 
movement to India) to the Confer¬ 
ences. It, therefore, came as a 
shock to the Ministry tliat the India- 
UK Conference should ignore its 
recommendation on the question of 
freight increase. 

The Government did not perhaps 
go tahout the whole business in 
the right way; diey delayed making 
public their recommendation in the 
hope that they could cajole the Con¬ 
ference in private: when they did 
announce it they gave no reasons 
for their conclusions; finally, they 
created a situation in which either 
they or the Conference had to 
lose face. It was the Government 
which had to climb down and the 
impression was inevitably created 
that the Government are still help¬ 
less against major foreign cartels. 

The basic lesson of the contraver- 
sy is that the Government have no 
Control over foreign-dominated car¬ 
tels and the question that is raised 
h whether the Government should 
continue to refv on closely-knil 
Conferences, or whether they should 


and can encourage independent 
(terriers, in case Conferences get 
out of control ? 'This is not the 
first time 'that this issue has had 
to be faced; nor is India the first 
country to face it. In the U S, in 
a dramatic shipping battle, Isbrandt- 
sen, an independent American 
operator, challenged some of the 
major American Conferences in 
trades to and from the USA. He 
fought, albeit unsuccessfully, 
against tying shippers to Confer¬ 
ences by long-term contracts, there 
by eliminating open competition 

Vicious .System 

In India the Conferences' con¬ 
trol on shippers is maintained by 
the even more vicious system of de¬ 
ferred rebates. The justification 
for the system is spelt out in a 
smalt pamphlet published by ICar- 
mahom Conference as follows; ‘but 
what can he (the liner-owner) do 
if a tramp vessel, perhaps pre¬ 
pared to operate at a temporary 
los.s while waiting for bei'er em¬ 
ployment, makes an isolated raid 
on his trade and removes a lot of 
his cargo? He tries to protect him¬ 
self by saying to his customers that 
if they confine their support to him 
and his Conference colleagues then 
he will give them special terms or 
deferred rebate on the rates....Most 
shippers Tecogtiise tire value of the 
Ctmference service and give it their 
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cocceats the vicjouanees of the 
sysleia, Firsl. it is used noi j«st 
against ‘'stra> tramps*’, but also 
against indejwndenl carriers operat¬ 
ing on a regular basis; second, 
the rebates atr deferred, i.e., they 
are paid only about six months after 
the goods are sliipped. As a re¬ 
sult, at any time a shipper has 
rebates for past shipments due 
which he would forfeit unless he 
continued to ship by the Conference. 
The Alexander Committee in the 
U S dedal ed it as a system of 
“continual dependence . ... by forc¬ 
ing his (tlie shipper’s) exclusive 
patronage for one contract period 
under threats of forfeit of differ¬ 
entials accumulated during a pre¬ 
vious contract period” 

/ 

Combined with the deferred re¬ 
bate system. Conferences ensure 
their monopolistic hold by pre¬ 
venting other shipping companies, 
who are prepared to offer a regular 
oervice, from joining their cartel. 
As Conferences are historically 
composed of long-eslahlished foreign 
lines, even the few national lines 
who may be members inevitably 
have to take a back-seat in Con¬ 
ference discussions For instance, 
in the India-UK-Continenl Confer¬ 
ence, there are 8 British linos, 8 
Continental Jtiies and ju.st 3 Indian 
lines. As all decisions are taken 
by a majority vote; the Indian 
lines can be ignored very easily. 
Giving evidence before the Select 
Committee of the Merchant Shipp¬ 
ing Bill, Sir Rama.swami Mudaliar 
described the Indian shipowner?.' 
position in the Conference by say¬ 
ing that they had to approach “the 
Conference overlords with bated 
breath and trembling knees” on 
any issue of impprtanoe. 

Wlutt Oovernipent Must Da 

The strength of the Conferenco 
svsteni must lie realised to appre¬ 
ciate the weakness of the measure.- 
suggested by the Government to 
couniernri it. No amount of global 
lioetising, permission to charter, or 
general statements tlml tramn ship¬ 
ping will he helped is likely to 
prove effective against the Confer. 


ft! order to do this the Gttvero- 
meni would hPve to take three radi¬ 
cal step. First, they must outlaw 
the deferred rebate system and force 
the Conference to pay all accumu¬ 
lated rebates immediately. Ser-ond, 
they must outlaw cartels and oligo¬ 
polies in Indian trades by forcing 
Conferences to accept all carriem 
who are prepared to operate regular 
services. Third, they must withdraw 
their very considerable patronage 
from the Conferences. 

It w unfortunate that the Govern¬ 
ment have entered into long-term 
contracts with the major Conferences 
for small rebates. To think that they 
have gained by this js a grave error. 
When any shipper ships at Ica.st 30 
per cent of any trade, as the Gov¬ 
ernment docs, he is always in a 
position to dictate his terms. It is 
certain, therefore, that the Confer¬ 
ences would be forced to give the 
Government a minimum of 1.5 per 
cent rebate (which is what they are 
getting) even if the Government 
did not contract with the Confer¬ 
ences. Take the recent contract the 
Government have entered into with 
the USA Conference: for a long 
time most Government cargoes wen- 
being shipped at 30 per cent dis¬ 
count; now the Government has 
contracted with the Conference for 
all cargoes — for the same diicount 
of 30 per cent! 

Indian Shipping Strong Enough 

As for the first two measuies sug¬ 
gested above, outlawing the deferred 
rebate system and oligopolies, they 
require a major change in the Gov¬ 
ernment's attitude to shipping 
Even Antony was not so tied to 
Cleopatra as the Government is to 
the Confereitce .system; to them, 
outlawing the deferred rebate system 
would be a great leap in the dark. 
Yet the time has, come to assert our 
independence in Internationa] sbip- 
pina Indian shipowners can and 
will provide the necessary serricr 
to carry (ndila’s trade; we are no 
longer a minor maritime power 
which can be tgnored; we have 
gathered strength 9^d developed 


It ig not. of course, fnioifiabie to 
compare our strength wilh what the 
Americans have ' achieved;, yet it is 
necessary to drop sesae Britieh com- 
plexrt and siibslitute fcH’ them some 
American attitudes to ensure one's 
independence on the aes& Tlie 
Americans do not permit closed 
Corderenoes with restricted member¬ 
ship, the kind of oUgtqioiy which 
can got a vice-grip on a country’s 
trade. The Americans insist on re¬ 
gulating their trade by permitting 
carriage only at approved rates and 
not allowing pernicious systemi. 
like deferred rebates. Their trades 
have not suffered as a consequence 
and there is no reason to suppose 
that ours will. In any case, major 
international shipping interests like 
the Bntish and the Continental are 
so fond of talking about freedom 
in trade that they can have no leg 
to stand on if we remove restrictions 
on Conference membership and en¬ 
courage freer competition and freer 
trade. 

Business Aspects Must be Tackled 

Altliough Indian shipping hn< 
dpveiot>ed remarkably under the 
able but unorllmdox leadership of 
the present Direclor-Gerretal, the 
Government has so far not had the 
courage to test its strenglli in inter- 
nalioiial shipping. The dynamic 
llcxibility that has been demonst¬ 
rated in the expansion of Indian 
shipping is sadly lacking m tackling 
the equally important problems of 
the business aspects of the industry 
With growth one should assert one¬ 
self in trade; indeed, this is the 
principal reason for our expansion 
Unfortunately, the present policies 
remain .totally devoid of innovations. 
Indeed, it has taken Indian .-hip- 
owners a very long time to persuade 
the Gos'erniTWHi even on such obvi- 
qits issues as that Indian ships should 
get priority for Government cargoes. 
The time ha- come to show calcu 
lated courage, ff a proper asses- 
meat is made of our comparative 
strength, we shall find that Indian 
shipping should be able to give the 
Government a sufficient lever to 
control trades to and frofn India. 












ISe li^et^ fiAi^o Company of Indio Umited 

Sfeeeh by tbe Oudrauui; Itb* F A Coltett 


^HI! loUowIng is tfaft ^)eecl» by th«. 

. C^inHsn,' Mr 'F fA Collett, at 
Bfts^secoIld Annwl 
>%|e^qg of the' Company held on, 
2lHlr September 1963 : , 

The year' under review saw dte 
' ;b^miun|^ of the National 
gency with its ipanifold impiact on 
. ait aspects of national life. The 
burden on industry generally of the 
eonaequential financial measures in- 
trddth^ in March has been great, 
bat the tobacco industry is affected 
more heavily than most. Tn oui' 
cg9e there was not only additional 
Income talcation, which involved a 
further charge of Rs 20 takha after 
the year’s trading had been com¬ 
pleted, but also the substantial rise 
in the level 'of Excise. This rise 
aflFects our business in ,several ways. 
Not only do the inevitable increa¬ 
ses in selling, prices restrict con¬ 
sumption and make the maintenance 
of adequate profit margins more 
difficult but Company’s work¬ 
ing capital requirements are also 
increased because of the large 
amounts of excise and duty includ¬ 
ed in the stocks of manufactured 
goods. 

Cut in Dividend 

1 ’concluded my Speixdi to you 
last year With the words “f am 
confident that taking, all foresee¬ 
able factors into account we shall 
be able to maintain our present 
rate of dividend' during the current 
year after making - adequate appro- 
. priations to reserves”. Obviously 
we cnuld not foresee the present 
Natbnal Emergency. The trading' 
profits of your Company for the 
year rally justified my confidence. 
but the impact of tlie national finan¬ 
cial measures ori yoUr Company, 
and .in particular the increastff 
working capital requirements, have 
obliged, your Board with regret to 
recotnmend a reduction of the final 
dividend to 3%, making a total of 
8% for the year as against 9% last 
year. 

Ibe need for additional working 
capital 18 emphasised by the Com¬ 


pany’s cadi position. Until very re¬ 
cently your Company has been-in 
the' ]^tidn of being able to finance 
its business without resort to bor¬ 
rowing, but you will see from the 
Accounts that at 31st March last 
the Company was dependent on bank , 
finance, albeit for a comparatively 
small amount. 

Excise on Stocks 

Whilst the deterioration m the 
Company's liquidity is in part due 
to the purchase of onr requirements 
of flue cured leaf tobacco at an 
earlier date than usual, the most 
important factor is the very much 
larger amount tied up in Excise on 
stocks on hgnd, due hot so much 
to larger physical stocks as to the 
higher rate of excise applicable to 
those smeks as a result of the fur¬ 
ther increased rates announced in 
this yeai’s Budget. 

As this factor is so important, 1 
think perhaps it would be appro¬ 
priate il I deal with it in more de¬ 
tail. 

Tobacco Excise Duty, with its at¬ 
tendant Special and Additional Ex¬ 
cise • Duties. IS payable at the time 
that the leaf tobacco is taken into 
use in the factory, while the much 
heavier Cigarette Excise Duty (w'ith 
its attendant Special and Addition¬ 
al Excise Duties) is payable when 
the fimshed cigarette.s leave the fac¬ 
tory. 

These cigarettes are then des¬ 
patched throughout the l^ngtli and 
breadtli of the country to the many 
distribution points which we main¬ 
tain in order to give the uitunate 
ixJnsuuler the sales eervices that he 
rightly expects. As cigarettes are, 
particularly during the monsoon, a 
perishable commodity, it is very 
much in our interest and that of 
the consumer, tliat the period be¬ 
tween the manufacture of the ciga¬ 
rettes and their consumptibn is re¬ 
duced to a minimumt 

Our Marketing and Traffic de¬ 
partments are constantly and pen 


fiistent,iy trying to ■ reduce diis trail-’ 
Bit period, and have Indeed met with 
a deal of success. Nevertheless, de¬ 
spite our best awdeavours, and witli 
despatches frnro five factories in 
different padfe of the country, we 
have not been able -to reduce it be¬ 
low an average of three to four . 
weeks, and we are not therefore rd- 
imbutsed for our outlay on Exciae 
during this time. , 

With successive increases iq the 
rates of Excise this ouilay- has been 
Steadily mounting: and the 1963 
Budget increased it. by as much as 
Rs 67 lakhs on approximately tfae 
same volume of cigarettes, with the 
result that we now have perWee 
some Rs 2 crorcs of unromUnerative 
capital permanently tied up at any 
one time in Excise. 

Representatimt lo tiovontmant 

I think that it is generally ac¬ 
cepted that Excise is intended to be 
a tax on the consumer, and not on 
the manufacturer who is taxed by , 
Corfioration Tax and Super Profits 
Tax, not to mention the Excise ele¬ 
ment in the price paid for raw. 
materials. It is not therefore reason: 
able to ask the shareholders for new 
t:apital to ifinance this out ay as 
there is no return On it at all./ 

■have 80 far been fortunate in that 
our Bankers haveriicen able to grant 
us overdraft facilities to enabto us 
to carry this bprden. - 

However, as it well known, in 
this stage of the country’s develop-, 
merit Bank funds arc not unlimit¬ 
ed, and are required for the finance 
of new development to broaden Ae 
base of the- economy. We are there¬ 
fore making representations to Gov- ' 
ernment to allow the industry swne 
credit on. their excise payments as 
is done in many countries, in order 
that these funds may be put to a 
more useful purpose than at pre¬ 
sent, and can only hope for a suc¬ 
cessful outcome. 

The cigarette, trade is one of thfe 
largest producers of Excise revenue 
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in taaotry, *ii4 conseqwMSrfy 
oar are to a very lar^ 

extent, dtonmatenJ by this import. 
The ^ect of sHccessive increase** in 
excise rates over the last two years 
tras been, and still is. 1 <*t reachiuj;. 
partioularly as although Govern¬ 
ment revenue has continued to rise 
fairly steadily, tlie volume of busi- 
n«B» has not. 

tor the five years until the 1962 
Budget there had been a steady 
increase in volume of some 10 % 
per annum. As a result of that 
Budget the volume last year was 
virtually stagnant: and although 
It is more difficult than ever to 
forecast the effect of the 196.'i Bud¬ 
get it .wms highly likely that thi.s 
year will see a regression in 
volume, though not in Government 
revenue, for the first time for seve¬ 
ral years. In fact, rising costs 
coupled with annual increases in 
Excise rates have forced our lowest 
prices up to a figure which many 
consumers can no longer afford to 
pay, 

frice liirreases Reslrieled 

In llieae circumstances after this 
year's Budget, your Board was faced 
with two alternative coiii’ses: either 
to pass on the whole of the in¬ 
creased Flxcise rates to the consu¬ 
mer, thus accentuating the antici¬ 
pated fall in volume ot sales with 
the consequent laying off of labour 
in the factories, or, taking the long¬ 
term view dial this is a temporary 
setback brought about as a by pro¬ 
duct of the National Emeigency, to 
absorb a large part of the f-xcise 
increase, thereby restricting price 
increases to the minimum, particu 
larlv in the lower price categoiies 

We have chosen the latter course 
because wo considered it to be in 
the best long-term iiUeresL-, id the 
Company This must inevitably 
result in considerably decreased 
profits foi the cut rent veai 

In the developing stage of the 
country periodical increases in Ex¬ 
cise rates are probably inevitable: 
but in the cigarette trade an Excise 
change means a cximplete overhaul 
of the entire business, particularly 
for a Company .such a, ours which 
sells cigarettes over the entire prir.e 
range from Rs 1/40 to 12nP for ten. 
Thus when the increases come regu¬ 
larly every year it i- e.vtremely 


t^cult to txuil«t«b * ebnmM 
}ong‘tecm policy, and con»iden|bl« 
fluctuations in profits seem inevll- 
able. 

In our opinion Tobacco and 
Cigarette Excise rates have for the 
time being at least reached die 
maximum that the consumer can 
afford to pay, and the trade needs 
a period of stability: further in* 
ireases in E-xcise must clearly be 
reflected by equivalent increases 
m prices to consumers, which in 
present economic circumstances can 
only result in further decHhe in 
volume of sale. 

Traininij; Hrogrammes 

1 mentioned to you last year the 
progress that we were making to¬ 
wards increased productivity through 
training and this objective has 
as.sumed even greater importance 
under present-day conditions. If 
volume, and therefore profits, are 
to remain stagnant or diminish due 
to the lax burden, any further 
development must come from 
greater productivity and greater 
efficiency. For this reason an in- 
len.sification of our training pro¬ 
grammes 18 being undertaken and 
our administrative procedures are 
being closely re-examinetl 

The urgent need foi effective 
training, both of our Managers and 
Labour, has been recognised now 
for several years and dining the 
past year the monienttim in both 
directions has been stepped up. 
Wherever possible the fullest ad 
vantage has been taken of training 
o))iiortunitie.s offered overseas lor 
Managers ul the senJot as well as 
the intennediate levels. and in 
tins connection two senior Mana¬ 
gers have attended sessions at the 
Administrative Staff Gollegr, Hen- 
ley-on-Thames, in the U. K . and 
seven of our intermediate Manage¬ 
ment completed courses at the 
Training Centre run by our As.so- 
tiates in the G. K. in the recent 
pa.st. In addition a further seven 
men have completed other forms 
of technical training in the II K. 
and .Vustralia 

This has not only helped our 
key personnel to keep up to date 
with latest developments and tech¬ 
niques but has also assisted us in 
equipping a larger number of our 


{ncB^ '"iktliwif' 

c«i^)l»i8)iiit^ jpnyibd^ly JwitA by 
Toettlglliefs in furtheKsn^ of the 
Indianixatwh policy. At home six 
of OUT setdor Matutgeis were «c- 
ootuuuxlated on courses at the 
Administrative Staff College at 
4lyderabad in the past year and two 
men attended full-time Management 
Courses run by the Cakqtta 
Management Association and In¬ 
dian Institute of Personnel Manage¬ 
ment. Our own residential Train¬ 
ing Centre in Calcutta js being 
litllized to the full in training 
Managers at all levels in general 
management techniques, as well as 
in imparting a greater awareness 
of the commercial aspect of their 
jobs as Managers. Altogether ap¬ 
proximately 100 members of the 
Company's Canagement have com¬ 
pleted courses at this Training 
Centre during the .past twelve 
months. 

Accent on Efficieni-}’ 

The Executive Development Pro¬ 
gramme is also directed towards 
the particular objective of more 
intensive training of labour in which 
a large number of oui Managers 
are now actively engaged. Oui 
Labour Training programmes are 
being vigorously carried out in all 
the Company’s branches with two 
objectives—first to increase the 
efficiency of operatives and second¬ 
ly to improve the supervisory and 
leadership skills of the higher 
echelons of laboui. By these means 
greater productivity is our aim. and 
the pnthu.siasni with which our La¬ 
bour Training programmes have 
been reeeived by the labour them¬ 
selves has also helped to impruxf 
our Management’s relationship® 
with the work force. 

1 would like to close with a woid 
about the luture and little as 1 
like to end niy Speech on a depres.s- 
iiig note, the very steep increases in 
Excise duties imposed by the 1963 
Finance Ait represent a aubstantial- 
ly increased burden for your Com¬ 
pany, and our trade has undoubted 
iy suffered severely I can onl) 
forycasl, therefore, that in the cur¬ 
rent year we must expect profits 
to show a marked decrease. 

/V.fl.— This does not purport to 
lie a record of the proceedings of 
the Annual General Meeting. 


Seveiflbeiim Annual Creneral Meeting 

^An interesting, and in some ways, a challenging year\ 

ASr S Narayanaswamy Reviews Activities 


Disturbing effect of SPT. Enhanced rolling and conductor capacity. Improved metal 
position. Tax impact on dividend. Productivity Team’s Report on cable Industry. 


ADDRESSING the Seventeenth 
Annual General Meeting held 
ut the Registered Office, Kundara, 
on, 23rd September 1%3, Mr. S. 
Narayanaswamy said; 

Before discussing domestic affairs, 
I would like to dwell briefly on 
the posture of public affairs. Since 
wc met last, China has chosen to 
violate our northern frontiers in 
an effort to enforce her fantastic 
and historically unsustainable claim 
for a part of our Himalayan terri¬ 
tory, about which she has carried 
on an acrimonious debate with 
India for sonic years now. The 
Government of India have since 
proclaimed a state of emergency in 
the country. This has not unnatu¬ 
rally resulted in distracting the 
attention of Government and the 
people and in the deployment of our 
energies from our more construc¬ 
tive preoccupation — with economic 
development. Government have ex¬ 
pressed theii resolve not to allow 
the stale of Emergency to interfere 
with implementation of the Plan 
despite some slight re-ordering pf 
priorities rendered inevitable by 
the exigencies of Defence. Industry 
and trade have .shown practical ap¬ 
preciation of the iiecessitie.s of a 
changed political situation, created 
by the unexpected bellicosity of 
(ihina — hy placing their resources 
and productive machinery at the 
disposal of Government. 

In the effort to mobilize resources 
for Defence, the Central Govern¬ 
ment have introduced certain taxa¬ 
tion and savings measures. These, 
however, have tended perceptibly 
to slow down the tempo of deve¬ 
lopment attivity and to dishearten 
wage- earners at all levels. The 
Super Profits Tax, which concerns 
the Corporate Sector exclusively, 
has had the disturbing effect of 
slowing down capital fomoation to 
a degree that must cause grave 
Concern to all tlrose that believe in 


the development of free enterorisr 
and indeed to the Planning Com- 
missioners who have .made copious 
allotments of industrial. capacity to 
the Private Sector. The latter can¬ 
not hope to ^lay its allotted role 
without mobilizing the resources of 
the fieople through healthy capital 
formation. The accentuated rigours 
of Corporate Taxation have had the 
unwholesome effect of deflecting 
savings to channels that offer im¬ 
mediate and less uncertain returns, 
while being far less productive of 
added industrial capacity to the 
country. If as is frequently claimed, 
the country has to p^' homage at 
the twin altars of Defence and 
Development,, the resourcefulness 
of our tax experts must be harness¬ 
ed in declogging the choked con¬ 
duits of capital formation by total 
substitution of the Super Profits 
Tax by an alternative impost. The 
concept of progressive taxation of 
the Corporate Sector seems stran¬ 
gely contra-indicated for an econo¬ 
my that is developing from infancy 
to adolescence. It is my hope that 
recent changes of personnel at the 
highest level will lead to rethinking 
on this subject and intrepid action. 

Lower Sale*, Higher Profits 
1962-63 has been an interesting 
and in some ways a challenging 
year for ALIND. We have reported 
a contraction in sale.s by about Rs. 
44 lakhs or about 7 per cent over 
the previous year; but our taxable 
profits have bwii higher at Rs. 55.40 
lakhs against Rs. 41.37 lakhs in 
1961-62. This is conuary to the 
general trend in company perfor¬ 
mances dunng the year, where 
larger sales liave been followed by 
reduced profits — this being in 
major part explained by increased 
epst of raw material, higher wages, 
fuel costs, power and other opera¬ 
tional factors. The higher profits 
of ALiND for the year create the 
impression of uniformly higher 
profitability of working in every 


line of production which 1 atU re¬ 
luctant to dispel. 

In an age when wideawake share- 
holdeia insist on being told as to 
how a company happened to fare 
better no less than how it happened 
to fare worse, when those alterna¬ 
tions of fortune do occur, it is per¬ 
haps just as well to take you into 
confidence and say that the Com¬ 
pany's programme of effective 
diversification of its produetbn 
lines over the last few yeans has 
been vindicated as is presently re¬ 
flected in the overall gainfulness of 
the year’s operations. 1 may add 
that this policy of diversification 
continues to be implemented with 
zest by the management as is evi¬ 
dent from the programme outlined 
in the report. 

Widened Sphere of Activltie* 

The covered conductor capacity 
at Kundara is being stepped up and 
the enhanced capacity will be in 
full commission belore the end of 
the calendar year. I'he Hyderabad 
covered conductor unit will also 
go into production in the last 
quarter of the year. 

While the civil works connected 
with the erection of the plant for 
manufacture of “SDLIDAL ’ or low 
voltage plastic-insulated under¬ 
ground aluminium cables are under 
way. there has been some delay 
caused by delayed issue ol import 
licences, in the plac-ement of final 
orders with machinery manufac¬ 
turers abroad. It is however ex¬ 
pected that the Solidal plant will 
go into steam by August 1964. 

The Company having reeeived a 
licence for the expansion of its roll¬ 
ing capacity at Kundara, arrange¬ 
ments are, being made lo secure a 
.second Properzi unit fm continuous 
rolling of metal. Tliis will bring the 
number of Properzi units operated 
by the Company to three including 
the one working at Hitakud- 
An-angements have just been Com- 
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jp^iaiflg die 
exchange through *“* 
^Stnitd Credit and Joveitment-Ccir* 
peratioh ol Ifldis who have kindly 
oSerod «» « *n foreign conwory 
for the purpose. With the coBiple- 
lion ’Of this programme, AMt'D 
would hav« graduated with honnors 
into the rank-of eoinprehentuve 
cable manufacturers, without losing 
its primacy td place as a producer 
of bare high tension conductors. I 
would like you to join me in con- 

• gratulating the Managing Agents 
and top esreeutives of the Company 
for their pnident hut intrepid plan¬ 
ning which ha-, helped the Com¬ 
pany to widen the sphere of its 
activities with a minimum of addi¬ 
tional capital. 

SPT Impact on DiaiributaMe 
Profit* 

• 1 now come to the someyhat less 
coloui’iul aspects ol the Report and 
Accounts. I presume several share¬ 
holders have smacked their tongues 
out of a sense of depiivation on see¬ 
ing a sum of Hr iW.SO lakhs being 
carried to lax provision This pro- 
vision includes a sum of Rs. 9 lakhs 
provided to meet Super Profits Tax 
demands, Thi.s .somewhat copious 
but inevitable provision has com¬ 
pelled yoUr Hoard to leduce tfie 
dividend for the fiiat time in the 


'eiqpbrt'faas 

’ho^vel "pd I?. - 

off-take of 

owing to pcanpefitiye jprfces'offered 
by manufacfiueti in world toarki^.' 

Purposeful Report of ftoAicti^y 
Team , * 

1 ahouid avail, of fhi* opportunity 
to dwell briefly on the. Report and 
Recewnmendation* of the Cable 
Industry Team of die Indian Pro¬ 
ductivity Council pubTished rooent- 
ly. It is a matter iff satisfaction to 
us diat the Team of which our 
GencraJ Manager, Mr. V. Q- 0. 
Nayar, was the leader, has produced 
a purposeful and practical Report. 
Among the recommendations made 
are; ^elimination of conflicting 
grades of wire in manufacture and 
sale and adhering to certain recog¬ 
nised ^des -only; insistence on 
conformity .to rigid specifications in 
electric cables and where small 
producers are in the line, an at-' 
raiigement for joint or pooled test¬ 
ing facilities to establish their con¬ 
formity to ISI standard^: creation 
of manufacturing capacity for fit¬ 
tings and accessories for aluminium 
cables, particularly because of the 
switchover from copper to alumi¬ 
nium metal in cable manufacturo 


.iSjiWfo- 

itudxitoin Jit'Hji' 

of vib^rtetlr 'MW' poftteito as 
aiterniidvqi. R‘ ,is tBjr ypope tWs 
Report wtif resfcdve the ktenti<M it 
■deserves Atid he ac^ed upon by .l^ 
Govenurnient and Cable inauliilac- 
turers, big* and tana^l, , 

^ore 1' conclude I -wmld tp- 
quest tsbarehordere to l^r widi’ .us 
in what I have reason, ^ hope.is a 
transitional ’ phase, in djaU^urioUs, 
Having, regard to the projects under 
implementation and thbse under 
examination] there is reason to look 
forward with confident to -the 
future. In this blue prinjt of gain¬ 
ful expansions, the shareholder as 
resource provider will be ti^stored 
his rightful place. 

I want to tender the thaiflcs of 
your Board of Pireclors and of you 
all to the Managing Agents, admi¬ 
nistrative and technical staff and 
all ranks of workers -for the fine 
work they have put in during ifie 
year., 

Al.fi, —This does not purport to be 
a record of the proteedings of the 
Annual General Meeting. 


National Insulated Cable 


Grmpany’s history. That the Com¬ 
pany had to sail away in tax provi¬ 
sion over 263 per cent of what is 
being distributed to shareholders as 
dividend may dishearten share¬ 
holders somewhat, hut that is a 
measure of the impact of S. P. T. 
on distributable prohts of a Com¬ 
pany, which in the past has sought 
to achieve a fair balance between 
distribution and ploughing back, a 
fact to which the Tariff Commission 
■ bore handsome testimony the other 
day.. 

Heller MeuI Position 
The position as to aluminium 
' metal has shown great improve¬ 
ment with the commissioning of 
Hindustan Aliuniniuni Company's 
plant at Riband It is a matter of 
no small gratification to the mana¬ 
gement thai dependeiii'c on exter¬ 
nal sourees and allocation of 
metal through DLF and similar 
sources has to on extent been re¬ 
duced. The Company has a modest 
share in the export trade in cables 
and is happy to . report that such 


J^ATIONAL Insulated Cable 
effected higher sales during 
the year ended Match 31, 1963 at 
Ks 4 01 crores compare,d with Rs 
3.90 crores in the previous year. 
The profit for the year after pro* 
viding for depreciation but before 
taxation is lower by Rs 2.75 lakhs 
at Rs 62.90 Jaklis. The profit mar- 
gm has declined from J6 8 per cent 
to 15.6 per cent; Provision for 
la'xatioii (including thiat for SPT 
al Rs 1.78 lakhs and for bonus 
i.ssue at Rs 5,62 lakhs) .absorbs 
Rs 39.47 lakhs (Rs 33 71 lakhs,). 
Tliere has been left over after 
taxation a profit of Rs 23.43 lakh.s 
as against Rs 3L9 lakhs in the 
previous year. The net profit mar¬ 
gin is reduced from 8.3 per cent 
to 5,7 per cent. The Directors 
have declared a dividend at the 
rate of R* 1.80 per share on 13.5 
fakhs of ordinary shares absorbing 
Rs 24.30 1^8. The dividend paid 
last year waf ,Rs 22.50 lakhs at 
the Tfte of Rs 12.50 per share on 9 
lakhs ordinary shares During, the 


year 4.50 lacs ordinary shares were 
allatted as fully paid up bonus 
rhares by capitalising Rs 35 Jakhs 
from General ■ Reserve and Rs 10 
lakhs from Capital Redemption Re¬ 
serve. The return to the sharehol¬ 
der is higbei' by 40 nP on every 
two original shares held. Along 
with a paid-up capital now of Rs 
1.35 crores, the l^mpany has re¬ 
serves and surplus aggregating to 
Rs 1 25 crores. Earning per ordi¬ 
nary share works out to Rs 1.71 
(or Rs 2.60 on the old capital) as 
against Hs 3.55 per share, previous¬ 
ly.- The share gives, a return of 
7.8 per o-nt gross at the current 
rate of Rs 23. ' 

The ' Directors'state that on ac 
count of the restriction imposed b> 
GoveriuH«it on the use of txipper 
for,bare conductors and some insu¬ 
lated cabled, aluminium had to lie 
used in place of copper which in¬ 
itially met with ctmaumer resistance 
Production wai affected, to some 
extent by power, sboirtage in Calcutta 
industrial area. ‘ 
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ludiatmil’s Pourttii Anoual Geaefal Meeting 

*^Baund to bscome an Oil Giant in the Country** 

Mr P A CropelkrislmajQ, ICS^ Reviews Activities 


ADDRESSING Rie faurth Annual 
General Meeting held at the 
Registered Office in Bombay on 
S^tember 25, 1963, Mr, Gopal- 

knahnan add: 

The Balance Sheet and Profit 
and Loss Statement are in front 
of you for your ratification. You 
will see that the Indian Oil Com¬ 
pany has made a profit of Rs 59.61 
lakhs after making provision for 
payment of tax in 1962-63 over an 
equity capital of Rs 322.25 lakhs. 
This gives a net-return of 18.5 % 
and a net profit per kilolitre of 
Rs 9.3. With this amount of Rs 
59.61 lakhs, it is proposed to wipe 
off accumulated losses of Rs 16.85 
lakhs, make provision for develop¬ 
ment reserve of Rs 43.44 lakhs and 
carry forward a small balance. The 
net profit would have been over 
Rs 90 lakhs if we had received 
agreement to receive the following 
amounts from Government or other 
parties; 

(i) Rs 10 lakhs and odd which 
was realised by Government 
as C & F duty which was 
really not due. 

(ii) Rs 14 lakhs and odd from 
Government on account of 
abnormal bridging expenses, 
emergency risks insurance, 
demurrage, etc. 

(iii) Rs 3 lakhs and odd from 
Government on account of 
Unrccovcred freight in Nun- 
mati Supply Area. 

(iv) Rs 4 lakhs and odd from 
other oil companies on ac¬ 
count of Central Sales Tax 
which the TOC has pa'd on 
behalf of other companies 

The Indian Oil Company is pur¬ 
suing these cases. Resides, the 
Company has paid Rs 10.79 crores 
as 'Customs Duty, Rs 6.67 crores 
as Excise Duty and Rs 1.04 crores 
as Sales Tax, making a total of 
Rs 18.50 crores (Rs 4^24 crores 
received from other oil companies). 
The total amount by way of these 
three duties paid by the Indian 


Oil Company from its very incep¬ 
tion is Rs 22.39 crores. 

Sales IVehled 

The quantity of product sold in 

1961- 62 was 322 , kilo-litres per 
person employed at' the end of 
March 1962. The quantity of pro¬ 
duct sold in 1962-63 was 482 kilo¬ 
litres per person employed at the 
end of March 1963. 

Sales have almost trebled in 

1962- 63 compared with the pre¬ 
vious year. They amounted to 
629,639 kilolitres, plus 16,764 k'lo- 
gramines of greases and 11,408 
metric tons of Petroleum Coke as 
compared to 211,03.3 kiloLtres 
(plus nil kilogrammes of greases 
and nil metric tons of Petroleum 
Coke) in 1961-62. Starting with 
two oil products, the Ind.an Oil 
Company now sells fourteen pro- 
duct.s VIZ , High Speed Diesel, 
Superior Kerosene, Inferior Kero¬ 
sene, Aviation Turbine Fuel, Fur¬ 
nace Oil, Tea Drier Oil, Light Die¬ 
sel Oil, Transfoniier Oil, Axle Oil, 
Lubricants of diffeieiil sorts. lomex, 
Motor Spirit, Greases and Petro¬ 
leum Coke. 

Terhnical advice is now avail¬ 
able for giving advice to indus¬ 
trialists and others in llie use of 
proper lube oils and fuel oils. A 
full-fledged lubrication department 
has been set up with officers in all 
branches for the purpose. 

Blendina Plants 

Under a series of agreements with 
Mobil Petroleum, the IOC have 
become the sole distributors in In¬ 
dia for Mobil Premium grade lub¬ 
ricants and two blending plants 
are being set up by the Indian Oil 
Blending Limited of which the 
Chairman of the IOC is the Chair¬ 
man and the IOC and Mobil hold 
equal shares. TTie Blending Plants 
are expected to go into product’on 
in 19M thus leading to saving in 
foreign exchange. The IOC has al¬ 
ready saved Rs 7.78 crores in 
foreign exchange in 1962-63 as 


against Rs 4.57 crores in 1961-62 
by making rupee payments for tbe 
oil products from commun.st coun¬ 
tries and avoiding payment in 
foreign currency. 

Storage! 

The storage space of the IOC at 
port and main installalion has in¬ 
creased nearly two and a half times 
during the year under review. Tbe 
company has also established a large 
uumL'ei of inland depots and retail 
outlets to proir.ule its sales and set- 
vif'.' to the consumers. 

The times are difficult. While 
the Government is ready to collect 
Cuttoms Duty and Excise Duty as 
the products are withdrawn for 
despatch, they are not prompt in 
paying tJie bills. Various rules 
tome into play such as Supply 
Orders, Inspection Notes and Con¬ 
signees’ Receipts. In result the 
amount outstanding at the end of 
August 1963 is over Rs 8 crores- 
Out of this over Rs 4 crores is out¬ 
standing on Account of DCS & D 
bill'*, alone and about Rs 4 crores 
with the State Government and other 
State Undertakings, Since the In* 
dian Oil Company caters to the 
needs of almost all Government 
Departments and State Undertak¬ 
ings. the burden on the Company is 
terrific. It has to carry big over¬ 
drafts and Rs 2 lakhs per month 
becomes the interest charged alone. 
On the one side there is a ceiling 
price fixed by Damle Committee on 
certain assumptions and on the other 
there are terrific outstanding bills 
owing to Governmesnt Rules and 
Regulations. The burden on the 
Company is very m'ribbrwid work¬ 
ing capital requirements have gone 
up. So in the current year, the 
rate of profit on the equity capital 
is likely to go down, particularly 
because of tlie increase in duty on 
all kinds of products. 

Operational Cost 

'Hie next important item is the 
operational cost per kilolitre of 
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Organiier#, %vhich ace 
ma^ |rom tankers < direct, 'tfa# 
operationil cost in 1960-61 wai lU 
3^16 per kilolitre. In 1961-62i it 
wa« Ks 31.68 pvr kilolitre. In 
1962-63, it was Rs 30.16 per kilo¬ 
litre. It would have been Rs 25-82 
per kilolitre il certain abnormal 
expenses pertaining to previous 
years had not been met in 1962-63 
and if the expenses had not increas¬ 
ed as a result of tlje emergency 
and other causes. 

Almost all the oil products sold 
by Indian Oil Company as well 
as by other companies are used 
both in the rural aicas and urban 
areas. The tax paid to the Govern¬ 
ment comes from the pockets of 
the entire population. Many mid¬ 
dle men get profits out of the busi¬ 
ness So do the oil companies 
which employ quite a number uf 
persons. Therefore the oil indus¬ 


try 

«f wen «« ti)« Goveiminent. 

VorM Be^idttc'ijapaeity 

The oil industry h about a hun¬ 
dred years old and ptany mteTba- 
tional giants have risen, particu¬ 
larly in the United States. In 1950, 
North America had shout two 
thirds of the world’s refining capa¬ 
city. Now it is less than half. Be- 
finti^ capacity is increasing in 
consuming countries, the sources 
of supply supplying only crude oil 
and there is a hrantic and systema- 
n'e search for crude in almost all 
countries. The world’s refining 
capacity is very neary 1,200 mil¬ 
lion tons. Russia exports 40 mil¬ 
lion tons of oil and oil produc's per 
year. So you can imagine the size 
of the intemationBl oil industry. 
Compared to it, the Indian Oil In¬ 
dustry is very small and the busi¬ 
ness of the Indian Oil Company is 
much smaller. Baraum Refinery 


an4 'Go^ji^^wlas 
to^ 

1965 and June 1966 . 

The ulthhate Capacity ^ 

Public Sector Befineries » 9,75 
nullian Kats and when the Indian 
Oil epn^any begins to i&tribute 
the production (d these refineries it 
is b^nd to beconae one ol oil 
giants In the country. 

Finally, I wish to point out diat 
this young Indian Oil Coixipany 
has started off well and has nuufe 
a profit for the first time in 1962- 
63, which is creditable. 1 duiuk 
you for your co-operation and ad¬ 
vice and thank all those officers 
and staff in the Company, who 
have worked hard to make the year 
successful. 

N £.—This does not purport to 
be a record of the proceedings of 
the Annual General Meeiing. 


Machinery Manufacturers Corporation Limited 

Speech of the Chairman, Mr K C Mahindra 


following is the speech of 
Mr K C Mahindra, Giairman, 
Machinery Manufacturers Corpa- 
ration, at the 17th Annual General 
Meeting of shaieholdeis held in 
Bombay bn September 25, 1963. 

I welcome the shareholders of the 
Machinery Manufai turer.s Corpora¬ 
tion on the occasion of the Annual 
General Meeting of tlie members 
of the Company. You are gathered 
• here to receive the repot t which 
your Directors have submitted on 
the operations of the Company for 
the year ended 31st March 1963, 
and if it meets with your appro¬ 
val, to adopt the audited Ilalanre 
Sheet and Profit S. Loss Account 
for the period. 

Two Laiidmarka 

The year under review piesents 
two landmarks in the history of 
the Company. One; there is now 
wide acceptance of the premier po¬ 
sition of MMC as manufacturer of 
quality Carding Engines. The 
Company continues to command 
more than two-thirds of the market 
in India. The . second landmark 
is that certain integrated plans for¬ 
mulated some years back have now 


come to fruition. These, in the 
opinion of your Board, have gpreatly 
strengthened the basic, structure of 
the Company. Shareholders will 
remember my reference to the need 
for diversified activity. The textile 
industry in India as such is sub¬ 
ject to violent fluctuations. 'This 
is not a characteristic of the Indian 
industry alone. I find that similar 
upheavels occur in the textile in¬ 
dustries of Japan, of Britain and 
the United States. As supplier of 
an essential piece of equipment to 
the textile industry, the Company 
must, therefore, prepare itself to 
face the periodic rise and fall in 
the fortunes of the spinners. For 
reasons with which you are fami¬ 
liar, the Company was not able to 
embark on any plan for meeting 
this sort of a challenge until our 
original product had received full 
and ready acceptance by the indus¬ 
try, and secondly, what is more 
relevant, until such time as the 
finances of the Company would per¬ 
mit such a development. 

A few years Jack, after a teohni- 
cal review of the facilities available, 
your Board decided upon Diesel 


Engines as a suitable diversified 
product for the Company. With 
the help and cooperation of the 
Managing Agents, they were able to 
enter into a reasonably long term 
contract with the Indian National 
Diesel Engine Company, for the 
supply of a large number of com- 
ponent.s for the Diesel Engines 
which INDEC proposed to manu¬ 
facture. INDEC, in its turn, set up 
a small manufacturing shop com¬ 
prising only a few j,pecialised ma¬ 
chine tools and assembly and test¬ 
ing equipment. It hoped to farm 
out the major portion of the work to 
MMC. Over the years, this method 
of manufacture and assembly was 
found both uneconomic and unfruit¬ 
ful. To MMC al.so the particular 
contracts did not provide a suffici¬ 
ently attractive base for develop¬ 
ment. These difficulties led to a 
conclusion by INDEC that its ma- 
nufacturpig must be centralised. 
It‘ was finally arranged that MMC 
would take over the physical in¬ 
stallation of INDEC connected with 
manufacturing as well as the ma¬ 
chinery and equipment which IN¬ 
DEC had iefsed 'to them. INDEC 
was in a particularly happy poeition 
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i have given a brief resume of 
this position jn order to oonvw to 
you our conviction that vour Com- 
paoy has now placed Hsetf in a po* 
sjition to manufacture a complete 
diesel engine from castings to 
painting—«igine8 at present rang¬ 
ing frem 6^ to 18^ h.p. If and 
when INDEC desires to produce 
engines of a higher horsepower, 
bfMC vri'.i have the option to produce 
them on similar terms as govern the 
present range of production. 

Manaaing Agent's Prominent Hole 

I should like to repeat that in this 
venture into diversification the Mana¬ 
ging Agents of the Company have 
played a prorament part, in as much 
as the plan for a diesel engine com¬ 
pany was prompted by considera¬ 
tion for MMC’s future. They were 
able to persuade a prominent Bri¬ 
tish firm to join them in establish¬ 
ing the diesel company and now 
that arrangements have been con¬ 
cluded for a physical take-over of 
the manufacturing assets of the 
company by MMC. the service ren¬ 
dered by the Managing Agents is 
complete. In the process, a sub¬ 
stantial sum of money has been 
invested by them in the diesel busi¬ 
ness, and it is hoped that the new 
arrangements will work out to the 
mutual benefit of MMC and the 
diesel company. 

It can bear repetition that dur¬ 
ing its history of 17 years, the Com*' 
pany has gone dirough several ma¬ 
jor financial crises. On occasions, 
the resources at the disposal of the 
Company were Completely exhaust¬ 
ed, and I recollect a time when 
despite substantial help from the 
Managing Agents the Company was 
on the brink of closure. On such 

and sundry other critical occasions 
the Managing Agents placed thehr 
own resources in support. They 
' were also able to persuade the (Joy^ 
eminent of India to come to its 
assistance in a large way on three 
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Jntiea^ theOmnit* 
amt ww ^er«aa4ed to ittveat fU^£S 
tack in;the Bxektmat capital of' 
iih» Company- Another time in 
they gave Ra-5 lata to the 
Company as a loan in order to en¬ 
able it to complete its loiuuhy pro¬ 
ject. On the .fihird occasion the 
Government actively encouraged us 
to put through the Scheme ^ Com¬ 
promise or arrangement which was 
finally enacted in I96d. j should 
like, on behalf of the Company, not 
.only to acknowledge .this generous 
assistance which Government hat 
given, but also to convey to them 
our deep appreciation. Here is 
one shining example of Govern¬ 
ment assistance readily forthcom¬ 
ing to help in the development 
of a basic industry—an assistance 
which was constructively given, 
and I hope it is to Government’s 
satisfaction that the assistance has 
been constructively utilised. 

Finanetai Resuhs 

The financial results ol tiie opera¬ 
tions of the Company over the last 
four years indicate the turn which 
has taken place in its fortunes. 
Coincident with our capital recon¬ 
struction scheme there was a spurt 
in business conditiwis: your Com¬ 
pany was fully ready to meet them 
with the result that the Company 
has been able to reduce its indebted- 
neso to Government and to the In¬ 
dustrial Finance Corporation by 
over Rs 27 lacs in these 4 years. 
We have also been able to build a 
reserve of over Rs 35 lacs. This 
is no- mean achievement. 

I need not elaborate on the Ac¬ 
counts for the year under review 
except to say taal a large portion 
of the Profits of the Company have 
been appropriated for taxation. The 
Company’s works have operated 
during die year at a very satisfac¬ 
tory level. In addition to maintain¬ 
ing an increasing production of 
Carding Engines, we were able to 
offer to the Ministry of Defence our 
resources for the production of 
Ordnance stores. Certain educa¬ 
tional orders have already been 
completed. It is possible that a 
portion of our capacity may be 
utilised for defence purposes. This, 
of course, must receive priority 
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' RehaUfltaticu of Plant 

The jijposcra of rehabilitatiaa of " 
plant and equipment of ^ 
tory has Contiaued. ^e arti 8^ 
without certain essential madufi^ 
tools wMch would assist oa to 
place the manufacture of Spi^ 
Frames on a proper produetka 
basis. As the import licences have 
only recently been received, k if, 
hoped that the spedd. purposjo ®li* 
chinery required for the job will 
he secured by us within the next ' 
few months. The prototype de-- 
signed and engineered by the Com¬ 
pany’s technicians underwait its 
final trials last year and we have 
btxiked an initial order for 12 ^eed 
Frames for delivery within the next 
six iiionths. 

Our development section has kept 
pace with the latest research in 
carding technology. An aerodyna¬ 
mic card of revolutionary deia^ 
has been under expwiment in 
France for a couple of yeare; in 
Amenca and in Britain certain fai^ 
production devices have been 
evolved. Our engineers have dicse 
developments under study; in fact 
the Company’s Super Card which 
ha.s been undergoing tests at the 
Textile Research Institute, is essen¬ 
tially a high production device, U 
our technical studies lead to the con¬ 
clusion that any of the devices now 
being tried overseas arc worthy of 
adoption in our textile industry, 
your Company will be in a ready 
position to adapt our Carding En¬ 
gines to suit the new developments. 

Shareholders will be pleased to 
learn that your Company produced 
over 70% of the total production 
cf Carding Engines in the country. • 
SuppliDB of equipment to the tex¬ 
tile mills continue very satisfac¬ 
torily. and oUr bookings for die six 
months of the cun'cnt year have 
been good. 

■ ‘(5 

To the workers, the staff and 
the manaeenient a special tribute 
is necessary, and on your behalf I 
should like to convev to them our 
appreciation of their strenuous ef¬ 
forts diroughout the year, 

Note:—This does not puroort 
to be a report of the proceedings 
of the Annual General Meeting. 
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STREET fc pulwti^ ^§i 
lif)^ ‘Dnbt again. Equities last 
’ T«axrd«d spectacular gains 
iifid the tiw was not restricted to a 
£eiiy Speculators’ favourites only. 
Gains were widespread and for the 
fi#9t time in many nrontlis cash 
scrips, more particularly the rela¬ 
tively new issues, attracted some 
real attention. There was a remark- 
aisle broadening of interest and the 
turnover in cleared securities seem¬ 
ed to be restricted mainly by mar¬ 
gin considerations. Activity, how¬ 
ever, continued to be predotninanlly 
professional. 

Over the past week or two, many 
cash scrips have registered gains 
ranging from 8 to 15 per cent. Foi 
example, Univer.sal Cable has shot 
up from Rs 9 to Rs 11, United Wire 
Rope from Rs 88 to Rs 102 — it 
one time the .share was hid Uf) to 
Rs 125, Barium Chemical from Rs 
52 to Rs 63, Sandvik Asia from Rs 
80 to Rs 92, Borosil Glass from Rs 
9.76 to Rs 11.50, Gammon India 
from Rs 15.88 to Rs 17. SLM Ma- 
neklal from Rs 50 to Rs ,58, Gwalior 
Rayon from Rs 42 to Rs 46, Syn¬ 
thetic and Chemical from Rs 99 to 
Rs 120 and Colour Chem from R" 
330 to Rs 355. The list can be 
multiplied. The performance of 
speculative counters has been im¬ 
pressive and even the hitherto long- 
neglected shares have also p.'irtici- 
pated in the recent spurt. 

Returning Confidence 

Sentiment on the stock exchange 
had been gradually veering rountFto 
the Constructive side ever since the 
Government expressed its deep con¬ 
cern over the prolonged stalemate 
in the capital market. Steady ab¬ 
sorption of floating stocks by the 
Life Insurance Ccuporation and 
general reluctance on the part of 
investors to part with their holding 
after having lived through the 
'crisis’ considerably strengthened 
the technical position of the market. 
Hie substandd modifleations in the 
compulsory deposit scheme and in 
the gold control order which reduces 
the gold policy to a mere farce, have 
strengthened the stock market’s 


belief that TTK will not delay mea¬ 
sures for stimulating the economy 
and accelerating the industrial 
tempo. Hie stock market has every 
reason to feel happy over the Cen¬ 
tre’s decision setting up a committee 
of officials and non-officials for the 
specific purpo.se of recommending 
steps to remove hurdles in the way 
of speedy grant of licences for ex¬ 
pansion of industries, import of 
capital goods and approval of for¬ 
eign collaboraGons. are aim 

running high in market circles that 
the Finance Minister will make 
suitable chances in the fiscal policy 
if it IS consiMred necessary for re¬ 
vitalising the economy. Meanwhile, 
the deterioration in China’s relations 
with Russia has encouraged the 
hofic that Peking is unlikely to 
create fresh trouble on India’s bor¬ 
ders in the near future. The cease¬ 
fire on the Assam-East Pakistan 
border has also helped to enliven 
sentiment in the stock market 

While the going appears to be 
pretty good and the current hull 
phase is likely to be continued, it is 
quite possible that the market may 
like to take a pause for a while to 
digest the recent gains before mak¬ 
ing a furtlier dash The recent lisp 
has brought the market as a whole 
back to its July peak — the highest 
for 196.3. Of course one can never 
be too sure about a technical leat- 
lion. 

With the market showing marked 
signs of revival, the stock exchange 
authorities have decided to ask the 
Government to relax the margin 
rules. These rubes had been framed 
mainly to chetk the deterioration 
in the market sentiment when con¬ 
fidence was at an extremely low 
ebb. Conditions have sinc^ changed 
and it is felt that the relaxation of 
margin will help stimulate recovery 
in the capital maikrt. Since the 
volume of business in the market is 
not sufficient to provide remunera¬ 
tive employment to the stock-brok¬ 
ing community, the case for margin 
relaxation deserves sympatlietic 
consideration. 


CoOpp 

"Freedoan R«Moml 
^pHE cotton trade had long hiftfitt 
a^tating for the afiolitiop of 
compulsory survey and the sttpw-r 
vksory system of markm^. Tbit 
has now been done, The TextRii 
Conuniaaion has announced the im¬ 
mediate suspension of both theme 
measures. Hie trade can now' 
hope to live in peace. The com¬ 
pulsory survey introduced two 
years ago in order to check mah 
practices and adulteration untfef 
conditions of scarcity wheti pricet 
tended to pierce the ceiling -had 
precisely the opposite effect iiji a 
situation of comfortable tupply^ 
For most part of the last seasbll 
(1962-63) cotton prices kept JjeloiMr 
the ceiling and compulsory survey 
simply encouraged corruption and 
caused unnecessary hardships. And 
the supervisory system imposed ail 
avoidable burden on the trade. On 
current indications, the new season 
(1%.3'64) promises to be a year 
of plentiful supply. The carryover 
of 20/21 lakh bales is about the 
largest for many years and ihe 
new crop is expected to exceed the 
1962-63 record crop of 57.5 lakh 
bales. The decision abolishing the 
cumbersome, expensive apd irri¬ 
tating controls is wise. The Tex¬ 
tile Conumasion has also done well 
to assure that both growers and 
traders will be consulted in futlirt 
about the composition of regional 
and survey committees if controls 
herome again ■ necessary. 

.Policy fay Baffer Shiyk 

The suspension of compulsory sur¬ 
vey and supervisory scheme has 
been announced not a day too 
soon. The new crop is be.ginnir^)' 
to move into the market, though, it 
is likely to gather momentum some 
time after about the middle of next 
month. Besides, controls over mar¬ 
keting go ill with the Govermneitt*# 
anxiefy to tdieck the fall in prices 
by building up buffer stocks. Press 

reports indicate that New Delhi Juts 
more or less made up its mind to 
purchase cotton for the buffer stock 
when prices decline by more than 
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' -ttrti*,' '^^1« tliW «ye^hi<^ 
iw (wiicI Jn favour of building sjp 
' ad^foaio l>uffer stoelcs to eaauM 
aalulto^ory su|^li^ during leOiOl 
year*, vWc1i;ar« nOt mfreqttent in 
aa economy where agricultural pro- 
dtlidbon depend* almost entirely on 
, ttw uteatln^ there Boems little justi* 
ficadon in effecting purchases at ptir 
' cos hall wpy beween ‘ceiling', and 
‘floors U ,th« Govcmihent thii^s^ 

■' that the present ‘floor’ dpes not give' 
, ian economic return to the farmei', 
it had better raise the. ‘floor’. TO 
stqiport .the market at some arbi¬ 
trary prices much above riie ■ ‘floor’ 
is'likely to introduce an elemetu of 
. instability m the market. Under 
conditions of comfortable supply 
such as are likely to prevail during 
the current season, there is a real 
danger that the Government mij^t 
be burdenejd with huge stocks at 
thigh prices. The autliorities will 
be well advised to enter the iparket 
after, a careful asaeaseneht of the 
situation. - The possible loss to the 
Government resulting from purcha- 
«ef made, at prices ■ substandally 
above ‘floor’ is not the only 

.problem. There is a real 4*nger 
that if the Government is burden¬ 
ed with huge stocks it might later 
compel the industry to buy unwant¬ 
ed ^uff at uneconomic prices. 

Already Indian cotton prices are 
■ oUt of 'World .parity which ha-i to 
some extent undermined the Indian 
fgjritle industry’s competitive posi¬ 
tion ig international markets. New 
' Bethi’s concern . for , the Cotton 

grower is ondeiatandable, but it is 

, equally necessary to bear in mind 
. me need to correlate cotton prices 
With die textile industry’s capacity 
to pay. Nearly 70 per cent of the 
po]^1atu>n of the country which 
. comes from the rural areas is the 
largest sector pf cloth consumers. 

. A rise in cottOn prices Vjth g cor¬ 
responding Ihdrease in cloth prices 
in not likely to benefit the a^cul- 
turists in the long nin. And as 
rightly pointed out by Shri A D 
Pkndit In his preside^al address 
at the recent meeting of' the Indign 
Central, Cotton 
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address, Wis'liairfi ori&isia -the. siqppcqrt^id 
workhw pf the liufian CowM^'of 
Agifcumial resear^ of .which, he 
'himself is the Vice-iPresident. . 

Keports ' that, the Coverdmenf 
would start pOicl^ng cotton . at 
Rs 'lOO below the ceiling for ‘l^ild- 
ii^ up a buffer stock caused c<m- 
siderable etcitetnenf in the futures 
market last w«^. The March con¬ 
tract which hpd been graduaiiy 
drifting lower twi prospects -of an 
'extremely comfortahk supply gnd 
had been markad down to ns 687.7fi 
on 21tlt- September shot up- tb 
699 on Sdrii On, ncrvoiis .short 
coarering and fresh bull sumKrrt 
touched off bjr ideas of early 
support as several, varieties of cot¬ 
ton are already quoted dbout Rs 
100 per .candy, below the ceiling. 

, Turnover in ready Cotton continued 
to be restricted as mills are ihclin- 
ed to keep off the market because 
of improved, supply position. 
portej-s did not mention any busi¬ 
ness in Benral Deshj,' the prices 
offered by the-overseas buyers be¬ 
ing well below the prevailing mar¬ 
ket prices here. 

•Oilseeds 


Subdued Tendency 
JT Was' another unexciting week 
for the oilseeds market. Only 
• groundnuts were a little active aqd 
.imparted some lively appearance 
to the market. Other oilseeds 
drifted idly in an extremely narrow _ 
range. Caitor March, moved bet¬ 
ween Rs 165 and Rs 164 (per 250 
kgs) and linseed March betwe^ 
Rs 36.81 and Rs 36.2S (per 50 kgs). 
Net changes over the week were no¬ 
minal.' .Cottonseed Jaotiary eased 
from Rs 96 to Ra 94-75 but with¬ 
out much business. After a further 
decline ^oundnut futures staged a 
bridt rally which seemed. to ha-ve 
■petered out by the close of Tues¬ 
day’s session. The January con¬ 
tract which had been marked down 


_^ __ _ , to Rs 213,25—*a ?ipw low in the. 

Committee ^ghler current downward. phase-r-rwovered citing in the week’s up'and lown 
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M nett^ alb its bdoyttk^ ^ ' 1 ^ 
.bayetH r^-'hoiw. 
the; mMcet ©n pi©ep«i^ bf i’ 

If -tlje IW Hii >W 
turned aggnkbive if fiji. 
cause Ke fears that in-ini 
anxi«y to boost dQibrte 
ernmiant might tinrfher Rberkiise 
the export mcenrive sdiems , %r. 
groundnut <ffl. Indication^ ate thit 
the normal, seasonal' f^iine' in 
groundnuts » tgjw underway: %Iy 
an’unfavourable tuns in the wea¬ 
ther and/or some significant change' 
in the Government’a export policy 
for ' groimdnut oil can bring about 
a quick reversal of' die eurrent 
trend. How far this declin« might 
go is, however, difiicult to say. , 

Seasonal decline is a normal phe¬ 
nomenon, in agricultural produce- 
markets. It is not due to any' cons¬ 
piracy on the part of speculators 
to cheat the farmer as » implied 
in the observations made by the 
Union, Minister for Internatipnal 
Trade, Shri Manubhai Shah, in his 
inaugural speech at the recent con¬ 
ference of the presidents and Gov¬ 
ernment nominated directors of re¬ 
cognised associations. Speculators, 
said Manubhai, deliberately Over¬ 
estimated crops at tire be^pnning 
and' depressed {iriceg at the harvest 
time through some kind of vicious 
propaganda. Ail this sounds -very 
funny and it betrays gross ignor¬ 
ance of the working of futures niar- 
kets. Equally atnusing is Manu- 
bhai’s plea to the authorities ad¬ 
ministering forward markets to en¬ 
sure' ‘fair price’ to. 'tfaife (armet. 
Thete is little that thb tharket au¬ 
thorities can do in-the matter, except 
' that they can avind speculative ex¬ 
cesses which ara by po means a fre¬ 
quent occuranoe. 

Export Aet^vilj' 

To come back to the market 
story, whily there was nothing ex¬ 


celling prices alone will not help 
increased production of cotton. In- 
cteased^ pCpducdon Can be achieved 
(Mify thrat^ higher yield per acre 
which in -turn depends on the sup¬ 
ply of better see^ more fertilisers, 
brttte methods of filing, increased 
irrigadob facilities - axtd a closer 

im. ' . 


quickly to Rs 215.87 but was down movements in prices, - the export 

again to Rs, 214.25 the same day. peiformance also was tether poor. 

Since' the early decline had loken flnly groundnut extractions appear- 
the January oontraet veiy close to ed to ibe moving and that too te a 
its ptxjviqna bottoni df Rs 2l2.75 somewhat slowgr J>ace. ']^ha- Com- 

(recorded oA'iSlat lujy), technitel huthist coun^ri^ *were atated to be 

constderadote induced' a gooff deal off toe market. The UK waa span- 
of idwrt eom^ ■ which' ;^pled . tioned as toe, ohl/' biQ^et and 


'•'df'yij. 




-iMUasi .qooneA-by, aei^"; 
jSE|K^nu^ liaia*: b»» 

n||m ;^££ca{^ mm kmmm 
with S^ain whidb, 
h»4 k4. iff hpp«» p^: 

Iknense^. of onbancoiaent 

dtity hy %>am ftom S to Ih 
B^,',c«ml froim 15fli October, if- 
S|)Bl»jtefcre Aft afltkipatffd^oqwiffe 
i^iiiOpOr't duty, India can hcpft.'A 
mi, furttWr aubstantja] qtiantities of 
groundnut cut in Ao new aeoBon,. 
^aniah olive oil ci^ is rejwrted 
Abe very good but l^ain wiU, coo*, 
linjttfi to import the cheap Indip 
groundnut .oil and telease its cogtr 


Moito’ahdwed •' wi^tly-^da^^ 
lint^ m»' wasJnactivft 
hut' oettontoed ■ tuilid contfauiea! te* 
attoaffi acaftored attrition from, the 
V ^ bttyCTKdie quotaticn lor decort- 
catM oifeethdug around $31. In 
view, cd the antMH|»ted > buinper 
cfotton crop and increased crushiiw 
vi cottonseed, the.'Cdvernment wifi 
do well to take timely measures lot 
alimulstiog internal conkumptidn 
and export {ol cottonseed oil., it is 
..fundamentally wntog to dncouiAgd 
, Ae export of groundnut oil throi^ 
liberal incentives when oAer less 
important edible oils can. be ejtport 
ed tlpxjugh like incenjiv*«. 


m 

.yeanj^P^, • 

lorki^it^ainigft' itoMfrue^fr', 

ecoi^diAd'thA 

•nMtoriB|aF..«nd. Other <'OvoAwdft'',«a4>,'; ; 
interhatifW corr^totitiont* 




Busiaeaj Notes 


Indian Cable 


INDIAN Cable's Sales for tne year 
. ended March 31, 1963 rose to 
Rs 10.48 crores from Rs 10.04 
crores in Ae previous year. The 
proht for the year after providing 
for depreciation amounted to Ra 
156.85 lakhs Aowing an increase of 
14 per cent over Ae previous year’s 
figure of Rs 137.76 lakhs. The gross 
profit margin improved from . 13 
per cent to 15 per cent. The Direc¬ 
tors, however, state that Ae bene¬ 
fit of the increase has been offset 
by Ac larger proyUion for taxation 
due to SPT. The taxation provision 
absorbed Rs 93 lakhs (including 
Rs .16 lakhs for SPT) as against 
Re 69.50 I'akhs in Ae previous year. 

The net profit is lower by Rs 4,41 
lakhs i e by 6.5 per cent at Rs 63.83 
lakhs, and Ae net pfoA margm 
dfeclined from 6.8 per cent to 6.1 
per cent. To Ais have been added 
Rs 50.15 lakhs, hejng Ae balance 
of last ..account, and gratuity pro¬ 
vision of Rs 19.56 lakhs and taxa¬ 
tion provision of Rs 10.00 lakhs 
now reversed, raising Ae Asposable 
amount to Rs 143.^ lakhs. The 
prabtice of carrying forward subs¬ 
tantial balances frenn year to year 
in Ae Profit'and Loss Account has 
now been phenged by the Gsmpa- 
ny, ' and a sum of Ra 60.50 Isikha 
has been transferred to Cloneta) .Re¬ 
serve, A new Resewe of Tl» 18.00 
lakhs is created fw Retiring-Gra¬ 
tuities .in -place of provirion provi* 
oWidy ctbaied..^ 'Htei main allocations 
HedoAptiOB ,Sink‘ 




ing'Fund Hs .3.45 lakhs (Rs 3.18 
lakhs); Development Rebate Re¬ 
serve Rs 45,000 * (Rb 50,000) ; Re¬ 
serve., for ilcplacement* of' Fixed 
Assets Rs 5 lakhs (satoe); General 
Reserve Rs 60.50 lakhs (Rs 10.00 
lakhs). Out of the balance of Rs 
55.94 lakhs left, over, the Directors 
have recommended the payment, of 
a dividend at Rs 2.25 per share of 
Rs 1,0 subject to tax (same as last 
year) absorAng Rs 55-95 lakhs. 
The Company’s paid-up capital 
continues unchanged at Rs 2.49 
crores while its Reserves and Sur¬ 
plus npw stand raised from Rs 2.98 
crores to Rs 3.35 crores. Earning’ 
per ordinary share woAs out, at 
Rs 2.56 comparing wiA Re 2 74 in 
Ae previous year. At Ae current 
rate of about Rs -35.50, the Aare 
gives an yield of 6.3 per cent grOss. 

The Chairman A- his statement 
circulated wiA tfie Report observes 
Aat the losa in business as a result 
of restrictions on sales of coppei 
Conductors has been made .good by 
increased sales of oAer products. 
The Company has entered uto an 
agreement with the Government for 
manufacturing under special pri¬ 
ority urgent defence requirements 
of paper insulated , underground 
power cables. The Company’s 
order book is now full .and sales 
are better in Ac current year. Ex¬ 
ports have also improved - during 
Ae year; Ae amount m Ae £At 
hall of the year havipg exceeded 
Ae %ure hx Ae whqk of the |ia»t 


' riURiNG Ae year ended JMarA 3^, ^ -S 

. lOtSffj 'Ae iptai ftoight' eayned -Cr® 
by Ae IhAa Steainsh^ 'amffuhtM iw • ' 

Rs 8,00 crores compareo wiA .Ro ' 
8.‘97'c«>t)BS m Ae previous yegt By- 
rationalising -'sailing aiid Ae nani' 
ber oS poito touched, ekpenseS'weto , 
rVdnced by Aft Cotiqiany by aekiSy ;• 

Rs 53 iaklis. B^ithii^ 'delays In . ' 5 
ports, -weaAer conditions and Jatonr - 
strikes,. - romiitii^ |n a losg of 54l , . 3 
man dayy, were some of the- ma&r 
factors whiA reducqsd Ae earniHg , . 
capacity of Ae fleet. , ' 

The Directors rtgie that the de,- \'iiM 
premion in Ae world friii^ 'aA*' ' ' 
fcet continued during Ae year., 'jg!| 

Tramp markets were ^vety low- iduT ‘ ^ 
(dfered disttessing competition to . 
liner companies. On the'otlW bapA ' 
dporational coUts,- particultoly irtftVfl* , 
donng rates showed considerjibfr 
Increase. Tne freight rate frr Wt t.-vSi 
bound traffic from the U K ati»d 
Continent was incivased by 10 pci- ® 
cent . from October 1, 1961, b«tt 

west bound Ates have not b^'rt'£n- Tl'f'-f! 
creased since ]957f * i ,, 

After Kitting aside Rs 1.21 crates ^ 'm 
(R s 1.28 crores) for .depreciation, 

the year’s working has resulted W 
u IoSb of Rs 30.02 lakhs (Rs 
lakhs in Ae previous ycarj which " ■ 
is set off by the transf^ of Re 31.42 - 
lakhs from Taxation Reserve. The 
credit balance of Re 1.40. lakb% j,,. 
together with a 8(UD of Rsy 22^216 * 
brought froth Dividend EquuiliAti|im hii 

Reserve enabled Ae edropany .to pay T?;c 
the pref^ence dividend of R* . 

1,62,500 at 5 per cCnl.' ' ''.vi 

Greaves. CoUfin . '' 

T'HE manufacturing dmsiOtj qf 

Greaves Cotton achieved a sub- -.1 
stantial expansion in, its range fftol . 
volume of production during A« 
year ended March 31, 1963. , Thi# ' ' - 
contributed handsomely to "Ae salea ' J 
and profits of Ae Mlills^* Stores de-' 
partment.* The working of Ac 

Company’s • cone and tuba jriarit jp ■ 
Aowing furAer progress during the 
curreA year. - , 

Production of the diamond drill¬ 
ing hits unit -was hampered by 
limited im^rt licences.' The ' small'- 
(piq^ Iwticei, ‘secured were suppfr- 




-rii: 









u«er ]iceiK«B si. 
coBtomers. Coring tbr cUAIvnt 
year, productkm of thi* unit fs e* 
|>aiafling t^teitiUy and in expected to 
ntalce a hi^r contribution to die 
turnover a^ profitt of the mecha* 
nkal engineering departroont. 

Trading conditions during the 
year were extremely difficult > due to 
restricted import and to the adverse 
effect of llie Chinese aggresskii. 


■ «d_ a JargBr’jMWpWlfaw'^ oi^l» for 
io^ty nuMiulamred. ttaOls. 

The year’a workins has msalted 
in a loss of Rs 24,7# aa ag^nst a 
profit of Bs 90,234 In the previous 
year. The adverse results are attri' 
fauted to the removaf of machinery 
from the old factory premises to the 
new premises at Thana, to the teeth* 
ing troubles in production and to 
the expenditure incurred in the 


lafdia incMfi^ di ^ foreign ait- 
change oonjpooflttt^ - Ordeht have 
now been piaced Totr - nwctnirerF 
worth about Rs 6.13 hddis, , 

During the year ended March 31, 
19#, sates and other incomes haw 
ines^sed by Rs 24 Idths (SS9,3 per 
cent) to Rs 142.15 lakhs. Profit be¬ 
fore taxation shows a rise of Rs 0.95 


However, the Company achieved an 
improvement in its turnover by Rs 
32 lakhs to Rs 784 lakhs. The trad¬ 
ing profit of the Company also in¬ 
creased from Rs 37.9-3 lakhs to Rs 
41-69 lakhs. Including uiconies 
from subsidiaries and other sources, 
the iwt profit for the year went up 
to Rs 54.53 lakhs from Rs 52.86 

lakhs in the previous year. Appro¬ 
priations include : Development re¬ 
bate raserve Rs 80,000 (Rs 25,000); 
taxation lesCrve Rs 23 laklis (Rs 
22.25 lakhs); doubtful debts reserve 
Rs 50,000 (Rs 20,000); genera! re¬ 
serve Rs 11.50 lakhs (Rs 10.10 
lakhs) and dividend reseive Ks 20 
lakhs. The Directors have proposed 
to pay out of the dividend reserve 
preference dividend at 6.5o per Oi'iit 
and 7.80 per cent respectively on 
the two kind.s of preference shares 
absorbing Ks .3..58 lakhs and an 
equity dividend at 12 per cent 
absorbing Rs 11.20 lakhs (the divi¬ 
dends being .same as last year) 

The Company’s profits during the 
year have not been subject to SFT 
and this has enabled the Company 
to repeat the dividend. Dividend 
iiw.onie from the (Company’s subsi¬ 
diaries and asaociateii Companies 
have shown a reduction from Rs 
12.70 lakhs to Ks 11.20 lakhs due 
largely to the impact of higher 
taxation. 

Trading during the cuTtent year 
continues to be influenced by gent- 
ral uncertainty in the eennomie 
situation but it is hoped the turn¬ 
over will show a furllier expansion 
and will result in higher profit 
earnings. 

Joat'a Engineering 

J^ALES turnover of Jost’s Engineer¬ 
ing Co for the year ended 
March .31, 1963 was slightly lower 
at Rs 25.73 lakhs compared to the 
previous year’s figure of Rs 26.24 
lakhs. Severe restrictions on im¬ 
ports affected the turnover of the 
Company. But the order book con¬ 
tinues satisfactfitry with the incluaion 


course of manufacturing new pro¬ 
ducts. However, the Directors have 
recommended the payment of a 
dividend at 6 per cent on ordinary 
shares, subject to tax, to be paid out 
of the Dividend Equalieation Re- 
•srrve which will absorb Rs 46,823. 

The Company has secured an im¬ 
port licence for capital equipment 
for the manufacture of "Jumbo’’ 
Trucks, but as the licence for im¬ 
port of exsenfial components has not 
yet been obtained, the project has 
not made headway. In the meantime, 
the Company has developed a Hy¬ 
draulic Pallet Truck called the ‘Pyg¬ 
my’ which has been put on tlio 
market and has been well received. 

Tile Company proposes to invest 
Rs 7.14 lakhs in the equity capital 
of Kerry lost Tools, a new Company 
to be formed in collaboration with 
Kerry’s (Great Britain) for manu¬ 
facturing drilling machines. The 
proposed Company will be having 
its factory at Ambattur (Madras) 
and will shortly enter the capital 
market by issuing for public sub¬ 
scription 6,860 shares of Rs 100 
each. 

The Company has completed lie 
gotiations with Martonair for the 
manufacluiT of piieumatu. cylinders 
and valves and witli Glai.ier Metal 
for centrifugal oil filters. Two more 
collaliorations are being finalised. 

The Mahara.'shtra Slate Fiimiudal 

Corporation has granted a loan of 
Rh 4 lakhs to the Company and has 
now been appiooched for a further 
loan of Rs 6 lakhs for the expansion. 

BajaJ Auto 

RAJAJ Auto has now been per¬ 
mitted to expand its manufac¬ 
turing canacity from 6,000 to 12,000 
scooters and auto-rikshas per year. 
CovemiDent has also granl^ to the 
Company a licence to import capi¬ 
tal goods of the value of Rs 49.65 
lakhs apins* foreign exchange 
loans from the I F C and the 


lakh (5.5 per cent) at Rs 18.31 
lakhs. Taxation has absorbed less 
at Rs 3.86 lakhs compared wifii Rs 
6.00 lakhs in the previous year. 
Profit after taxation is higher by Rs 
3.09 lakhs (27.2 per cent) at Rs 
14.45 lakhs. Among appropriations 
are : Development Rebate Reserve 
Rs 7.41 lakhs (Rs 2.49 lakhs); 
General Reserve Rs 2.89 lakhs (Rs 
6.25 lakhs) and Dividend Reserve 
Rs 5.20 lakhs. Prom the Dividend 
Reserve the Directors propose lo 
pay a taxable dividend of Rs 10 per 
share on fully paid shares of Rs 
100 and Rs 7 per share on partly 
paid shares of Rs 75 each. The divi¬ 
dend will absorb Rs 5,19,700 as 
against R.h 3,19,600 in the preced¬ 
ing year 

Asboka Cement 

THE net profit of Ashoka Ceineiil 
for the year ended March 31, 
1963 has declined to Rs 4.98 lakhs 
from Rs 5.03 lakhs, despite an ex¬ 
pansion of sales from Rs 1 62 rro- 
res to Rs 2 06 crores Production of 
clinker rose from 1..34 lakh tons in 
1961-62 to 1.62 lakh tons in 1962- 
6.3 and that of cement from 1.39 
lakh tons to 1.75 lakh Umb, The 
dividend has been Tnaintaiiied ai 7 
per cent taxable ' 

The Dm-clors sl^tc that pnidut- 
tiou was affected by frequent trip¬ 
ping of D V C power. The increase 
of Ks 2 75 m Uie pruc per tonne 
granted by Government effective 
from June 1, 1963 is regarded as 
inadequate to compensate the heavy 
rise in co.sts. Wage increases grant¬ 
ed by the Company have furlhei 
added t» the costs. In revision of 
Us previous policy, (Government has 
restricted the use of second-hand 
serviceable bags to 1|3 of the total 
number of bags used for packing 
from August 20, 1963. The Direc¬ 
tors state that the computed price 
of bags still continues to be insufii- 
cieiit to meet the coBta. 

'iTbe main grievance of the Com¬ 
pany — and of the industry a* a 


im 




' <S6yeirti|i(pt 
'isk' fvtiioqpfbtiye nlT^' to 
rili^mii priOBi.jtirith K»uk ltu» 
iitct«A9(» b iMtbvMn NovciOt 

|ietr ' i9@l'ajn4 May 1963 to be 
borne by Ac industty. T^e Direc- 
.IdM feel apprehensive that if the 
itujnstf^^is not adequately compenh 
asted for the increases in costs, there 
is bound to d)e a setback in > the 
dhVeloj^ent of this strate^c indus« 
ttyi The benefits of the incentive 
scheme introduced by Government 
will be limited since the basic level 
has been fixed at a high level of 
1.73 Jakh tons and the amount 

incentive itself is only a meagre" Hs 
5.50 per tonne, 

Mahindra & Mabindra 

I^AHINDRA & MAHINDRA 
Limited, Steel Division, have 
secured orders for the import of 
51,600 tons of steel valued at U S 
$4.9 million from the Railway 
Board. Government of India, dur¬ 
ing tlie month of August, 1963. 
The tonnage booked represents 
about 59% of the total quantity 
covered by Railway Board tenders 
S-37 to S-39. The categories whicli 
are in short supply in India, such 
as Spring Steel Billets, Plates, 
Class IH, IV and other special 
qualities of Rounds are to be im¬ 
ported against these contracts from 
USA. Japan. Sweden and Saar. 

In recent months they have also 
secured orders to the extent of 
,39,390 tons valued at U S $7,12 


acrep cbouM be adlbiocl tik, 1# 

dw «o«mrvi Ex|MP 
of csw m«tarial» and import of 
'finishfid products would bq. .wrong 
economics” he obsmwed. 

€ir«avea Cottod A Crompton 
Paibinaen 

‘TURNKEY’ contract valued at 
Rs 1.5 crores has been received 
by Greaves Cotton & Crmnpton Par¬ 
kinson Ltd from Hindustan Steel 
Ltd. This is in connection with the 
Electrical Power Distribution Sys- 
! tern of the 1.6 mRlion ton expan¬ 
sion programme of the Durgapur 
steel plant. 

This contract covers the supply,- 
erection and commissioning of the 
complete power distribution system, 
including transformers, high and 
low voltage switchgear etc. 

A large element of the supply is 
being made by the company’s 
Indian factories, leaders in the 
manufacture of electrical power 
di.stribution equipment in India 
today 

Money Mariket 

Thursday, Morning 

'PHE Inter-bank call money rate 
remained unchanged at 2 per 
cent throughout the past week. 
Supply of funds was quite adequate 
to meet the demands, but the rate 
did not break further. In Calcutta, 
the rate was erratic as usual. After 
remaining ea.sy at 3/4 to 1 per 


a irapf fu 90 .WcM. ihf 

baiiuf ^ week lb 

12.4l;'Ct<)e^ of Govecnipont seiatxi*' 
Res m their h1 « pf j$e 

crores in the previous wwii, 
steady increase in the investment , of 
banks in jgiltedged securities leS^s 
their ntmtinued interest in inwesting 
in the jriltedged sacurliies their 
Burplite funds. To this extent their 
interest fti Treasury Bills and call 
loans as a medium of investment it 
reduced, more so because of the 
lower retnrre available from t^ 
latter. _ It is doubtful that moftey 

rates will tend to ease further even 
with a farger return flow of funds 
into banks; for, the slatk aeaspn 
has only a few we^ks yet.to run. 
There is, again, the likelihood of 
the liberalisation of credit by the 
authorities very shortly whith 
might accelerate the demand ior. 
funds. State Electricity Boards 
would also be absorbing sonte 
funds. 

According to the Reserve, Bank’s 
returns for the week ended Septem¬ 
ber 20, Notes in Circulation con¬ 
tracted by Rs 19.98 crores as ag^ainsl 
an aggregate expansion of Rs 33,34 
crores in the previous two Weeks. 
Of this decline Rs 7.06 crores was 
held in the Banking Department 
and so the net Note Issue was re¬ 
duced by Rs 12.92 crores only. 
Since there was an inflow of Rs 
1.99 crores in Rupee coins, there is 
a net fa]! of Rs 14 91 crores in the 


million from other Government 
Departments, including one for T1 
Constructional Steel from Shara- 
vati Valley Project. T1 Steel has 
been patented by U S Steel Export 
Corporation and is ideally suited 
for manufacture of Penatockp foi 
Hydro Electric Projects. 

The Steel Division has gradually 
established a close business rela¬ 
tionship With U 5 Steel Export Cor¬ 
poration. reinforced by the latest 
order. 

Mukatid Iron and Steel 

THE Radiography Laboratory of 
Mukand Iron and Steel Works 
Ltd at Kurla, Bombay, was inaugu¬ 
rated on September 23 by the Union 
Minister for Steel and Heavy Indus¬ 
try Shri C .Subramaniam. 

Shri Subramaniam, speaking on 
tlw occasion, emphasised the im- 
porttuice of research in industry. 
On the problems facing the Steel 


cent till the week-end, the rate 
hardened to per cent on Monday 
and spurted to 3J per cent by Wed¬ 
nesday evening. Although the 
position in Calcutta does not ordi¬ 
narily influence the Bombay mar¬ 
ket, the convulsive nature of demand 
for funds at that end, if it persists 
jat higher rates, may lead to a de¬ 
flection of surplus funds. 

The position of Scheduled Banks 
as On September 13 presents a 
slightly different picture from that 
of the previous week Deposits 
which fell by Rs 10.89 crores dur¬ 
ing the week ended September 6. 
improved by Rs 4.36 crores in the 
next week. Bank credit which ex¬ 
panded by Rs 12.49 crores in the 
same week shrank by Rs H.tW 
crores in the subsequent week. 
These changes have rendered the 
resources position of banks more 
comloriaBle and enabled them to 
reduce their borrowings ftom fhe 


rupee securities of the Issue Deport¬ 
ment. 

Central and Slate Goveriiments' 
balances declined by Rs 8.9,3 crores 
and scheduled banks’ balances .also 
fell by Rs 3.83 crore.s. Loans to 
Governments swelled by Rs 8.61 
crores while borrowings by, sche¬ 
duled banks increased by a meagre 
amount of Its 43 lakhs. Against 
these, other loans and advances 
were lower by Rs 4.08 crores. In 
the final result of operations the 
Bank’s holdings of Treasury Bills 
went down by Rs 9.46 crores and 
investments were less by R» 7.44 
crores. Balances held abroad show¬ 
ed a rise of Rs 1.30 crores. 

The giltedged market continued 
to forge ahead. The 3 per cent Coh- 
version loan became active apd 
moved up to Rs 65.10. Gold Bon^b 
kept in demand and changed hands 
«t Rs 118.25. The markeft ‘ as 'a 
whole displayed a firm' trend. 


.tSS3 



baivking usTcacffs 




(Ei cmm) . 



jBM«+e Bank 

Sep to 

ssit> 19. 

'2224-41 

Aug to 

Sep to 

.1 

Kipte circulation 

2204.43 

2208.74 

w 

2019,79 

2 . 

Rupee coin 

12345 

,121.86 

121B3 

itoto 


Dep^tte 

(a) Central Govt 

70 2() 

74JS4 

66.04 

73.78 


(b) Other Govts 

7.13 

11.72 

15.19 

18.71 


. (c) Banks 

88 41 

9X20 

101.61, 

86.88 


(d) Others 

160.95 

158.98 

160.25 

16043 

4 

Foreign securities 

. 89.46 

89.46 

89.46 

8844 

S 

Balance abroad 

9.04 

7,74 

4,35 

7to 

« 

'Rupee securities 

1892.30 

1907.21 

1907.12 

1708.03 

7 

Investments 

196.13 

203.56 

223.31 

imi 

8 

Loans and advances 
to Govts. 55.8r 

47.25 

46.03 

27.88 

9 

Other loans and 
advances 

144.18 

144.28 

138.22 

147.17 


Scheduled Bunke 


Sep la 


1 Asffregate 

deposits (net) 2191 26 

Demand (net) 947^6 
Time (net) ' 1243 99 

2 Cash In hand 62.45 

3 Balance with 

Reserve Bank 86 86 

4 (2) + (8)as^e 
of(l) 

6 Bocrowlnss from 

Reserve Bank 090 

(a) A^nstusance 
blUe and/or pro¬ 
missory ttptes 0.56 
' (b) Others 0-85 

6 Advances 1242.62 

(a) State Bank 2S8.14 

(b) Others 1004.18 

7 Bills discounted 

(a) Inland 163.37 

(b) Foreign ' 53.52 

(0) Total 1459.42 

(1) State Bank 16.63 
. (U) Others 1443.79 

8 (6) + (7) as % 

of (1) 66-60 

9 Investment In 

Govt Securities 751.04 
10 (6) as % of (1) 34J27 


2186.88 

906.42 

1230.47 


Aug 16 


2179.81 

967.89 

1222,42 


6X45 

52 76 

69.08 

86 86 

8744 

84.67 

846, 

6.43 

6.59 

090 

3.05 

0.32 

0.56 
0.35 ' 

140 

185 

042 


Sep 14 
’«2 

2034.43 

800.29 

1234.14 

49.68 


1242.62 

238.14 

1004.18 

163.37 

63.52 

1459.42 


1443.79 

66.60 


1266.94 

241.58 

lOle.36 

162.97 
63 65 
1473.45 
15 78 
1467.67 


1269.30 

246.60 

1023.70 

163.97 

47.96 

1481.23 

16.27 

1464.96 


12t>0 
6.19, 
1203 89 
263 70 
940.19. 

148 04 
48.30 
1400.22 
13.64 
1386.68 


bombay Money Rates 


Call money 
from Banks 
Deposits 
Seven days 
Three months 
Six months 


(Per cent per Annum) 
Sep IS Sep 6 

Aug 16 

Sep 14 
’62 

3.12 

2.72 

2.66 

4.66 

3.00 

300 

3.00 

£.00 

3.7s 

3.76 ' 

’ 3.76 

3 75 


Working Class Cost of living Index 



(Base adfusttd to 1949 

= 100) 

' 

• 

June ’63 

May ’63 

June’62 

1962-43 

Qauhati 

no 

111 

no 

- 112 

Ahmedabad 

— 

118 

124 ’ 

121 ■ 

Madrat 

150 

150 

' 150 

150 

Bombdy 

145 

.143 

146 

145 

Bangalore 

— 

— 

153 

154 

Kanpur 

—- 

— 

106. 

106- 

Calcutta 

— 

128 

119 

..*21 

Delhi 

132 

132 

: 130 

ISO ■ 

AlHndia 

.i> ' 134 • 

.132 

ISO 

131 

Sooree ^ 

Lalmir Bureau, 

Oovetiuneat' of ln4ia. 

- 1 
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Group and Sub-group U: ’ “ ?* . 
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Food Artteles 
Cesaals'. 

FniS8B * 

Fiiiits A VegetttblBs 
l«lk A Ghee 
Bdlble Ollfa 
Fish. Sggs A Mbht 
Sugar * Gur 
Others 

Liquor' and Tobacco 
Tobacco 

Fuel, rawer> Ugtat an 
Liubiloaiitb 
Industrial Raw 
Materials 
Fibres 
. Obseeds 
Minerals 
Others 

Manufactures 
' liitennedlate Products 
Finished Product* 
TextUes 
Cotton 
Jute 
Woollen 
SUh & Rayon 
Metal Products 
Chemicals 
Oil cakes 

Marhlnery & Trans¬ 
port Equipment 
Others 

AD Commodities 


iiaih 

lUJi ' 

.1324 

lai.e 

'■143.5 

193.8 
18S.2 
118.S 

115.9 ' 


•I* 4 I 0 

*-w 4.6 
+ .84 
— 2.4 
+ 2.6 
+27.4 
+102 
.+204 
+22.1 


+ 4.5 
—16(1- 
+10.8 
+ 51 
+ 1.6 
+ 16 
+ 8.1 


123.8 +0.5 

128.4 +0.2 

135.4 +1.1 


Cotton Textile Indnstiy 

(BUD Sector) ' 

Mar’63 Feb’63 Mi 


Production 

Cloth 

{Million yds) 
Yam 


Mar’62 1962 

(Average) 


(Million lbs) 
Stock* * 

Cloth 

(Million yds) 

159.0 

148.7 

159.7 

,157.9 

317.6 

280.9 

287.0 • 

472-2 

Yam 

(MUiipn Ibsf 

19.2 

16.2 

17.1 

22,3 


1 ColMun^>lion of 
I mw cotton by • 

I textile mSU 

! {Ukh boles) ' ' ^ 

Indian 4.05 9.86 3.to 3.8? 

Foreign .. 0.66 0.6? 040 0.82 

Total 4.71 - 4fS5 ■ 4.70 ‘ -4.69 

'^ncoe 1 'Texfile CatbiuisdonM ,' Mink»W bf. GouMbwce 
Indmtry. Oovgiuptent of Indk. 






Caehar 1.7 U.b i ft / 2.ft t-bu- -^.u 1.5 3.35 

Darjeeling 0 4 0J2 -4 68 2 7 1.1 5.51 0.2 0.1 l72 

Dooara 10.0 3,8 ' 4.67 60.7 23 8 4.93 7.2 2.8 4.01 

Tetai 0,6 0.2 4.30 2 8 l.Q 4.54 0.2 O.I 3 77 

Tripura 0 1 — 4.26 0.9 0,3 4.31 0.1 , ~ 2-«3 

TOTAL 25.9' ‘ LO.O 4.96 150.6 59.3 '5.13 27.9 10.7 4.59' 

SoiiKe ! Department of Commercial Intelligence and Statiatica, Oovernment of India. 


Cloal ProductkMi and Despatches 

(Monthly Averagee or Calendar Month*} 

('000 Metru Tans) 

Ratiingfi Deepatchei 


Stock -at 
pit bead 


1963 : 

May 

5.718 

4,888 

3,731 


Apnl 

5,896 

4,949 

4,267 


March 

5.B06 

5.229 

, 4.086 

1962 1 

May 

- 5,127 

4,441 

• 3,869 

1962 

5.129 

4.573 

3,483 

1961 


4,675 

4,190 

3.290 

I960 


4,384 

3.860 

3,522 

3.458 

1959, 


3,984 

2.729 

1958 


3,838 

• 3.415 

2,808 

1957 


3.683 

3,190 

3,331 

1956 


3,338 

' 2,959 

2,810 ■ 

1951 


2.915 

, 2,473 

2.824 

Source 

I Coal 

Controller, 

Ministry, of Mines 

and Fuel, 


(government of India. 


Elechieity Oeoeratitm and Dtetrttmthm 


Electricity 
generated 
Electrioity. (oW 
Domeetic 
conaumption 
Oorameiciat 
light and 
•mall power 
IndTutrial power 
labile lighting 
Irrigation 
MiiCellaneQtM 
Sonree t Omitra] 


(Million kW hoars) 

May ’63 April '63 May '62 


2,0489 

1,689.8 


85.7 
1.2i7 1 
)ft.8 
ltl34 
114.9 


2,047 0 
1,688.3 


«5.0 
1,221.8 
19.8 
107 0 
106.7 


1,790.7 

1,488.4 


95 6 
1.059,7 
18.B 
71.9 
98.2 


1962-63 

27.not.7 

18,276.3 

1,792.2 


1.U09 

13,014.9 

2527 

917.2 

1,188.$ 


Preduetton of Petrolemn and Petrakwtn I^rodiM^ 

‘ ('000 hSthte Tons) 

. May’63 April'63 May'62, 196« . 


May '62, 
$6 3 


196£ . 
(Avarasel. 
85,1 


Crude petroleum 134.4 ' 109.3 $6 3 85,1 , 

Petroleum pnoducta" 

Light dittHlatm 114.6 113 2 106.8 96.8 

Kerosenes 126.9 112 9 92.5 '97.S 

Diesels. 160.5 158 5 ■ 155.3 149.3 ' 

Luhrioaiits .2.9 2 2 1 8 24 

Bitumens , 33.8 32.9 Si 4 30.7 

Hcatr ends 193.1 184.7 ' l54.6 t#2.«. 

Others , 7.9 6.8 , 10.5 la? 

Total of petroleum 

products 639.7 , 611 3 553.0 349.8 

Soorre i Ministry of Mines ind Puel, Government of Indig. 

Joint Stoch Companies 

New Registntllpns and Liqnidaiions 

[All Amotfnts in Rs Lakhs) 

June ’63 May *63 Juno '62 . 1962 
(Average) 

Incorporated and . 
registered 

No of companies 70 .110 ■ 148 128 

Authorised capital ,7,16 11,74 22,13 ,25,82 

Coated to work ' 

No of'coinpanies 74 68 67 Pi- 

Paid-up capital 26 79 .30 55' 

Dveivall variation 
In piaid-up 

capital of all - ' 

, companies -|-9,1 +l5,22 -1-27,17 -1-13,05 . 


+ 15,22 +27,17 +13,05 


Wirier and -Power DomhiiSiion. 


Source < .Department of Company Law Adnlinistnudon, 
s ' MitiiSiry > of jCommerce and Industry, Otrvemaieiit 
of India. 
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Fund‘Bank 


A DVOCAT^ of intematioiui luoaetaPF to 

of a ibmocero# and the stamina of a cai^A-for ifUsf " 

people whoee insti^ve reaotion to anytbii^;jfcw to 

white aucoeaeiYe projpoBaJs for refonb Imve *88^-niei-c. 

aigned to gatS^r dust in intaraationdl ar($i!^ flo 
system has not boon immune to chaAge. tlwif* Bar^ 
the intor.centoal' batik crCthte which hetp^ < to dof{end ;dtet' 

1961 and-the more extensive and formalised wap 
lisbed by the United States during the last two yeains with , ,, . 
industrial countries. Last year alsof saw the Uait^ States h*P|^ horisiSF.' 
ing from abroad in foreign currency aa a further iostrUm^ for ^ 
defence of the balance of payments. 

The awap arranaemente and the devalusdion.proof US boxdf lUNt 
response to a need which central bankers and treasUly officials have il^l 
yesterday denied even existed — the need to expand rnterttefi^aaf liqui. 
dity. This gap between precept and practice, however, .could not wnth^., 
nue for ever and now, with the agreement on an inter.OovenMiMnnal' 
study of world liquidity at the current Annual M e e t i t i g pf the I SIF V ’ 
and the World Bank in Washington, it has at last been admitted jitif 
nothing will be lost and much gained perhaps by suhstitoAinf for «d 
piecemeal measure formal arrangements which will ensure the growth 
of world liquidity at a pate dictated by the requirements,of world tekde. 

Having admitted that, it will hr far more difficult nOW to circt^ 
vent the IMF in whatever arrangements are hnaliy agreed upon thau 
it has been hitherto given the view that there was no shortage of inte!?^ 
national liquidity and what was necessary were ad- hoc orrangeniteiUi'' 
to overcome temporary imbalances. The U S payments deficit, euxtenb- 
ly the most serious of these “imbalances”, has shown a disciWnltfting ' 
durability. Fiven the equilibrating movement of wages and prksea'hs, . 
Western Europe and the U 5 and changes in interest n&tes- haw 
to make an immediate impact on the U 5 deficit which was, if ainy^i^. - 
slightly larger in 1962. Countrie.s which had agreed to jhold dotlHITt . 
whith they would have normally converted into gold ^xe getting scstbre 
and are beginning to ask how they are better off with these dpIlArs 
than if they held, say, IMF bonds which the Maadiing Plan would 
create Not suiprisingiy, therefore, Continental countries have moved 
visibly nearer the British position since the Fund meeting last yegr 
when they scoffed at the British Chancellor’s Plan, 

Of course, this is not to saj< that tlicre is any general agieentent iW, 
whal is to be done to increase international liquidity. Indeed tite more 
conservative are still prepared to go no further ritan raise members’ 
quotas, and mpand the existing General Arpipgemients to Borrpw. wych, 
are intended to provide the Fund with aui^ementary < resources . . 
strong currencies. It is reasonabte -to su^ct, howelpr, thgt.,.t|«^ ‘ 

inhibitions arc the product not of g differotA assessment of , 

requirements but of an understandable prejudice against making the 
I M F iulo-a genuine central hank with some autmnaticity in its fumdion* ;. 
ing which i^twld to that mcieet ,hyd oCBltAl Mtdcg 
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„ .^W?^^«llW,^<pKWi4■ 
?iti'^ %«i»t«tt #' 
TSOwiMeij' While 


deficiu we i){ a di 
fnan those which the IM 
w titt«R<]et}'to tacicle, thi^ coiuitrieii 
tie,face temporary payments piiib* 
, iemi/Thcae hUT arise from a varie- 
tr of reasons like an unexpec^ 
Moitfall in agricultural production, 
fiuctuaticms jn export earnings, w a 
suddeh adverse turn in the terms 
9 f, trade. Besides, these countiW 
need temporary acconunodation to 
tide over procedural delays in Jtha. 
diafaursemeiiu of long-term aid and 
ajjso to impart a little flexibility to 
the operation of tied aid. It gll 
bails down to providing, liquidity 
reserves which normally act as a 
Onshion, but which the developing 
, amntrics do not have. These needs 
temporary hut if they are fldt 
■ tbrt adequately and in time, the 
ids^lppihent process gels slowed 
down. In the context of these pro- 
„b)enis there is a strong case for rais- 
uig quotas and relaxing the 25 per 
cent gold payment requirement. 

The long-term balance of pay¬ 
ments problem of tire developing 
countries, of course, lies outside the 
scope of the I M F. Only increased 
access to world markets and the in¬ 
flow ^ of sufficient long-term ca^ntal 
on liberal terms can help heie. The 
latter is the sphere of the World 
Bank and its, associates. World 
Bank lending in I962~6d was' the 
lowest for a tong time, being 
roughly one-half of what it was in 
1961-t)2 and very much below even 
the average for the pfeceding five 
years. True, 'as the ^nk's Annual 
Beport points out, the steep fall in 
loans may have been partly an aeri- 
dent of the calendar. But it may 
well in<hcatc something more aeri- 
OIK ,: that some of the countries 
Jfrhich have in the past depcriKlf^ 
'heavily on the Bank are bow finding 
that they have borrowed as much 
as they possibly can on the terms on 
wfaiesh Bank loans ar^ made. I.,ast 
year, just after the Bank had oam- 
pletod a year of record lending, Eu¬ 
gene Black foresaw a phase in the 
Bank's operations'when, though pos¬ 
sessing ample resources, the tempo ■ 
of its activities may fall off because 
of the inability of the developing 
counters to add to their “hard” in¬ 
debtedness. Has this phase then 
arrived,'somewhat earlier than the 
B«nk’.s former-jlVesident envisaged? 


__ . . ... 






hialiis nria at ttsg f iiA 'Tri. 

Bank td‘ffifiitiimi Ba'ubatic 

iiig is th ^ ih?>et^ f.,,.,.,,, 

msptmaibfe fog &e''llBnkV conrforta- 
ble rcsourrts pt^tkm — ibi ability 
to BeB 'ldaMi,h7,’^4«r inviiators 
and to borrow in die capifal markets 
- definitely p^cdudsu thte- Whiw' is 
really neqessury is to ipcrisdse the 
resources at die' cfi^wsal fff the 
I D A to wbic^i dev^pihg. Oouti- 
tries are bound to increasingly mm 
for assistance, Hiis,'considering the 
easy terms on which the I B A 
makes its loans, can he dOng only 
through direct tXMitributlons by the 
Governments . of the indi^mlised 
countries. Of the initial capital con- 
trihulion, all except S 193 tnilfion 
had been oOBimitted by the end ol 
the last fiscal year. Now* the indus¬ 
trialised memirer codntrfeB have ten¬ 
tatively agreed to make another 
S 750 million available which will 
enable the I D A to lend on ati ave¬ 
rage some $ 31S million over the 
next three years. It harJy needs to 
be stated that the demands on the 
Association will far exceed this 
aipount. 

The fact has to Iii- faced .that - if 
the I D A IS to ooeratc on a wale 
commensurate with the requirements 


t«nw. 
blek 

bis. addiif^ to ’Jlw, A.twOTt}:.vlh?!^g 

' laatymri 

plm* if ^.A & to **a 

priiici^ ipfbfjHn*nt ^ 

iopawnf trf die p«ww eoStila«*' 
instead cd rismaln^ 

' gesture of.good will foww«l» 

, , >». <■ . 

Black’s was ai .powexfui plea fpr 
mdlii-latoi'al aid ig wl|fefe.;^'prw« 
criticism of 

granunea was- ihdlr- tntaoeptihtilty; tp 
political influence ahd. ^ieir 'i^bpsc- 
qtieni neglect of- ecbftomie obie^l- 
ty so that,. to duofe his., alrikit^ 
example, spectacular SPPrts stadia 
are built while parched Wt fertile 
lands are left without irrlgWion. .It 
is a pity' that' this thdipe seetniP to 
have been lost sight of in the cur¬ 
rent deliberations at Washington 
The disappointment of the represpq- 
tatives of developing pountries a^- 
.sembled there must be the greatest 
with George Woods. Eugene Black's 
successor, who in his address scru¬ 
pulously avoided this vital issue and 
concentrated instead on details which 
belong to Un entirely different order 
of importance. 


Ben Beliaks Algeria 


JN his short period of office. Ben 
Bella has zig-aegged continuous¬ 
ly between socialism and France. 
That zig-zag sjiow.s the lack of ,co- 
Keient drive in his . Government, 
and the lack of anv clear concep¬ 
tion as to where Algeria is going. 
Faced with the terrible destruction 
of seven years of war, the chaos 
wrought by the t)AS. and the va¬ 
cuum left by the departure of the 
800,000 Frenchmen who ran Alge¬ 
ria. the alternatives open to Ben 
Bella were to accelerate the nreons- 
tniction of the country bv genuine 
ma,»s Iriitiative fexbibifed initially 
in the Management Committees) or 
to make as first priority his own 
irersonal survival by.- inereasin^ his 
central power. Both aitvmatives had 
obvious dangers, but were inUtually 
exclusive. It might be that the abi¬ 
lity of ordin^ Algerians was not 
great enough to' rini the farms and 
Sadpalrial entet^tise* ekpropfigte^, 


In any case, allowing papular feel¬ 
ing its head would have speeded 
up the process of socialisaODn and 
increasingly brought Algeria into 
conflict with France which still pro¬ 
vides the main support oT the new 
regime. On the other hand, to In¬ 
crease his own power wquld neces¬ 
sarily increase mass anathy and re¬ 
duce willing sacrifices necessary 
for development. In addition, it.is 
unclear whether Ben Bella has any 
real social base from which to 
strengthen his position. In any case, 
autocracy must breed armed revolt 
ip a country that, after seven years 
of war, possesses so many soldiers. 

. The general disorganisation in Al¬ 
geria until now prevented much as¬ 
sessment of the different trends, but 
now ■ the picture is becotnlag a 
little clearer. Independence, in the 
first instancy' Inanensety stimulatod 
pomilar ^tlmslaamT—forms of work¬ 
ers* conti^ ^uld bo seen dsvcii;^ 








'i^pH<tifte&.;fi0c^;^i^ -iiiir^/^trt^;' 
0M4aoye^>^..4('C^TA)''«9$(il>4^' ■ 
’ i^|SI|f;\,«oA'«^!i;'?#ai^ iw' wgSt. 

w®t7.,i^‘ CJ«ii«i(ri«jM!i^, 

'swMPtf'-^'jw»(ijE to-, aji*» ^tiM 


. 

»tt^w*^ty mm ^ 
toi ras CkH»w3ii iwyone im- 
n^tigj ^vofk, fii the 'Ck)«iiat 
f^enipte, ty Jftrtlunf^ iw'iK*; 
ole ,to fivoiywti’ iniprwQBment #pd 
§ Iwpfvy fihe, Ihtts, h aewas, far 
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t^ ,lp^Art*iop AkM w» Ae l)to» ftvMO being «» «nb^OTic‘fortn of 
of .ww 1«*‘ ocular cowrol, the CowncUe have 
yCTowevBrl was aiaiOe. <^ear .sodal nocoine the 


ytre obtoe^ <^^pr social hoccnne the ario of .the StEte- biKTO" 
tto^ .to' ttlfe doininwia >ol «$*> •acwg'.' At j3« »^’the 
sittw^oo —V ^ ie^t,: Acre was .anwoomy erf toe UGTA has been 
a^BofOchhig a ■poJi^^ paAy to ex- rfestre^Sa, IssirtS <rf UOuvrier Al- 
mtm &e poDulM rfetoaw aOd-leel- gewR (the UGTA paper) was seie- 
Ing ’ ed by the State tbe asserting the 

.i 1. >^£ht of the unions to be independ- 

.The FIN did not provi«|e ^ «at of the. State, and the firat tfCTA 
inbrvb of snoi B party It di^ Convention was arranged arbitrarily ■ 

'b| the State in lanuary and^ pack 


embryo of sntdi a jwrty 
perted, and was ^riyeh with rival- 
ties;.the’ CbmtnunisU were too weak, 
at^ old socialiat'cadres of the 
MNA had been destroyed 'by the 
FCN terror of ISSA In this vacuum, ^ 
the State of Ben Bella expanded, 
and in doing so, narrowed. One by 
one, FIJN feadenhip (including 
most of the ,4nitnortof nine' who 
led the revolu^on) were eliminated. 
Khider (ex-General Secrotaiy of tihe 
Political Bureau) went to ?gypt in 
exile, Belkacem Krim (ex-foreign 
minister) went into exile in Switzer¬ 
land, Bitat and Ben Khedda retired, 
Hocine Ait Ahmed went into hiding, ' 
Boudiaf into goal, Dahlab (ex- 
foreign 'minister) was despatched as 
ambassador at Rabat, and finally 
Fcrhat. Abbaa resigned from' the As¬ 
sembly, w4fi expell^ from the Poli¬ 
tical Bureau, and fied to Switzer¬ 
land 

The process was slow, and the 
precise disagreements not always 
clear. The left leaders attacked Ben 
Bella -for drifting into 8oCiali8m"for 
ufiippant reasons — nwrely to keep 
■ lip his ptqjularity with the masses 
—Instead of developing a clear 
plain for the socialisation and -eco¬ 
nomic development of Algeria. It 
was not the 'bourgeoisie, mey said, 
that seethed with discontent, but 
the two million people still un- 
•employed. 

All dbia might merely have been 
personal rivalries were it not for 
the fact that iha shape of Ben Bel¬ 
la’s policy itt other fields has be¬ 
come clear. Ute Management Coun¬ 
cils hhve!. now .behn formaiMed — 
'flic DirfeC^ and Secretaries <rf 
.these bodies are‘to. be appean^ 
by the--State, not elected as orip 


ed with ite own' nominees. Despite 
this, the old trade unionisu put up 
a fight. ,Tbey refused to- he hought 
otf with the offer of well-paid jobs 
in rile administration, and fought 
hard to' prevent themselves being 
ejected from their own organisation. 
Inevitably, they failed, as did the 
Communist Party and the Union of 
Algerian Women (earlier banned 
by the State). Finally, despite pro¬ 
tests (from Ferhat Abbas on the 
right), Ben Bella designed a Con¬ 
stitution without consulting tht> As¬ 
sembly that made him supreme and 
permitted only one political party. 
That party lirdly extsts, but its 
Constitutional ri^ts naturally accrue 
to Ben Bella. In the referendum that 
follo'wed, the overwhelming majority, 
tiled of the aconranic chaos and the 
eqtiabbies of the leaders; ratified the 
new Conatitutioa and so Ben Bella's 
jjower. 

Howeiler, one million of tlie six 
million electorate afiistained, and 
that miriion was tnainiy concentra¬ 
ted-in the Kabyle mountains of the 
north, tnainiy populated by the 
Berbers. The Berbers were one of 
the leading elementa in the FLN, 
Mid it is from the Kahyin that many 
of the now ousted leaders were 
drawn. ■'Hie F^rty of Sodalisl Re¬ 
volution (or Socialist Forces’ Front) 
hw berti the primary organisation 
that has focussed Kabyle discontent. 
*1116 Party, until outlawed, agilated 
from the ■ left for the increasing 
socialisation of .Algeria. Boudiaf .and 
Aree 'othets were imprisoned in 
kne for allegedly orgamshig -the 
Party, and another leader of this 
Party, Alt Ahmed, Was ri»« toan 



ieSly by:the in riie oCMa-, who ^lled-ss suceeasfully for a 


.cem' 

Laasanpe Iteited. d-:.4iiK)igratif»>’’ . 
Bll-ouC-^postoB- 'to. 
regime, Uast August, ...e^nsg 
Aigeriana att^ allegedly, im 
rigruMfs, we*^ jirreated fo .JKahyle ’hF 
the Gbmwpent for. Boa Bella whh ■ 
pforting w coup agafost -tire ^y* 
ernmeni- , , 

Now-the issue ' h*s , t»me to ft 

head, a»d the Betbera in .It^yl« 
have taken up anes agefost itto 
State. Ben Bella ha? aurrinindwl, 
the area, but miui tread v#h bare 
for riie loyalty tsf SSs oWn fweei 
not guaranteed ■-r alreas^, it;Ja 
said, certain of hi» units hewc 
ed the rebels, wd at one -sfe^sSr “ft 
had to wi^raw some of hit fe^sto. IP 
avoid ifirect contact with tl»e eeM*- 
As nwntioned earlier, the 
basis which supports Ben Bella-, 
unclear. Tie Miaister of DafonoA’. 
and vice-premier, Cohutel SoaSteda*' 
enne, is an Army man, as .is his 
chief asdatant, Major . Bootsfiws,'’ 
who has,, just been promoted to. ibe 
foreign minister and member of the , 
key Political Bureau. It .is posaibillh -- 
that that part of the Ariny foyai-fe 
the State is rite <»ly effective pOeW,. 
Ben Bella can call upon. Any . 
tary .emergency suCh as has tWte 
been decLarad can cmly -streMthatt 

the jnllitariatic frend. Thua, 'll.the 
Kabyfe's do nqt destroy Ben Bella, 
and tbe unemployed do not ptril fahh 
down, ibe may find himMdf V Bite . 
Neguib, with a stronger' Naator .1^ 
hind Wm. . • T 

All this, however, is there 
ktion. For riie moment, Ben TB»Ita, 
faces his opposition, and .foree 
of arms wili decide the mult. If 
Beil Bella is successful, ft furthw ' 
t^htetiing in his regiitte can be «x- 
pected, as well, a» considerable hf,’ 
loTtB to create seihe broader aoeuif- 
baxis.to hia power. In (his siuiatloti, 
the beat that can beifac^ted for is, 
that he will show him^f capabk of 
developing Algeria quickly .as NfttK - 
ser b^ sought tq do in> Ejgypt J0ia 
success in that enterprise will nht 
exonerate him from.-s ' 

' peiwJ 80 far, nor will 
failure to t^ and develrq? 
the baris of a genuinely popular 
demo'eraik, regime. Perhaps it amtid 
hare been dofie — ptfihically, Bell 
Bella was bound to try if he wisWl 
to be' remembered in rim armals pf - 
sociaHsm. 

' . . - ' 1«9 



fthft 




';\'::;;.;;‘tte^r:i*''’t!S»3 t"' "‘^ ''V' . ;T»«‘‘®:«!P‘*f:<»fit«''''W'«’«‘ife't’ir 


Weekly Notes 


N»xt British Govwnnwnt . . . 

YHERE have only Iwen two effect¬ 
ive non-Conaervative Govern¬ 
ments in Britain in this (rntuiy—■ 
and of the 46 years since the first 
World War, only six have seen 
Britain governed hy a radical ad¬ 
ministration with a working majo¬ 
rity, the Labour Government of 
1945-51. These dismal facts suggest 
that relatively exceptional circums¬ 
tances— a’s a major slump or war 
- - alone can impel the British elec¬ 
torate to shift Its stable loyalty. 

Thus whatever emanates from this 
week’s Labour Party Conference, it 
is not dear that Labour will be the 
next Government, In 1958, it will 
he remembered, in the aftermath of 
rile Sues fiasco, with unemployment 
figures rising late in that year to 
tho highest level since 1940, com¬ 
mentators were again predicting 
Ccuservative failure at the polls 
Yet 19.59 and economic expansion 
saw the Conservatives increase their 
majority—the first time a govern¬ 
ing party had increased its majo¬ 
rity for the third consecutive elec¬ 
tion, since 1832. This year, the 
situation is not as bad for Conser¬ 
vatives as it was in 1958; unem¬ 
ployment went higher last winter, 
but one Piofumo does not make 
a Suez. The year 1958 saw a youth¬ 
ful revulsion from orthodox poli¬ 
tics that helped Labour — the New 
Left and the tiampaigu for Nuclear 
Disarmament in 1963 aie political¬ 
ly hardly of any importance In 1960 
when the attack on Gaitskell’s lead¬ 
ership ineiged with the anti-Boini) 
campaign, CND reached its peak 
Now the leadership issue is settled 
and Harold Wilson dues not differ 
in any marked respect of policy 
from his pi'edeceaeor. Yet now the 
anti-bombers are silent — Frank 
Cousins, the champion of the CND 
in the Party is studiously non-com¬ 
mittal on the Bomb. Clearly, the 
great struggle m 1960 derived its 
fierceness from mere anti-Caitskel- 
lism, not from political disagree¬ 
ment on the H Bomb. 

Ill a pie-electlon Qrnference, no¬ 
thing very serious is likely to ema¬ 
nate from llie Labour Parly. Both 
rank-and-file ivild leadership are sick 
of the long sojourn in the wilder¬ 


ness, and likely to savage anyone 
raising any political issue that might 
exhibit to waiting Conservative snip** 
ers any domestic disagreement 
Pious gestures and brave noises are 
likely to be the sum total of La¬ 
bour's contribution to politics this 
week. In any case, it is a long time 
since the Conference acted in its 
pristine role, as inspiraUon, source 
and guide of the leadership. Now 
it is rather a jamboree at which 
the leadership merely exhibits it¬ 
self This changed role merely re¬ 
flects the decline in popular partici¬ 
pation in British politics —-politics 
takes its shape and colour from the 
State bureaucracy which is the pivot 
of all activity. An ‘alternative Gov¬ 
ernment’ must operate with its own 
‘alternative Civil Service’, and a 
policy is not something generated by 
the experience of the masses, but 
rather technical gimmicks worked 
out by experts in secrecy and then 
handed down to the passive auj5- 
porters like the sacred tablets. This 
is, of course, the negation of both 
.socialist and deniocratu polllu.s. 

. . . Will Not Be Different 

all this suggests certain conclu¬ 
sions First, it is not at all clear 
that the Laboui Party will provide 
the next Government. \s in early 
1959, economic expansion seems 
possible in the coming months, and 
can provide the push the Tories 
need to survive. Second, even d 
Laboui iH lucky and comes to 
power, it is uucleai how much tliey 
will differ from their predecessors 
General policy will certainly lemain 
much the same, although m the 
short-ierni, the trade unions can be 
expected to be more sympathetic to 
an incomes policy — in the long 
term, as the experience of wage 
freeze uji to 1951 showed, wage 
pressures cannot be resisted under 
full employment. The problem of 
economic growth is rather one relat¬ 
ing to the state of woild markets 
tlian domestic economic policy; the 
restrictions to growth in Briuin it¬ 
self are also rather sociological tliaii 
economic. In both cases, a change 
of faces at the top is unlikely to 
dissolve what- is a deep-seated con¬ 
dition in British society. Labour’s 
actual policy for the economy is 
full of noble aspirations, but is fair¬ 


ly innocent of any original contri¬ 
bution to the problem. Education 
might be expanded a little more. 
Since Labour is primarily loyal to 
the intelligentsia. Housing, a serious 
problem in Britain, needs a very 
radical approach — the corrttol of 
interest rat^ physical planning, the 
nationalisation of the building in¬ 
dustry— all of which the Party 
leadership regards as wildly extre¬ 
mist. Their moderation is, on the 
present policy statement, unlikely to 
look different from the present Con¬ 
servative drift. 

In foreign policy, even less change 
can be expected. The halcyon days 
of labour’s adherence to the Rapar- 
ki Plan, days when Social Democ¬ 
racy still felt It could po>ie a genuine 
alternative to Capitalism or Com¬ 
munism, are now merely history — 
Wilson, like Brandt in Germany, 
tries hard to prove he is only a 
home brewed Kennedy: Britain is 
full of old men talking about the 
need for Youth and New Frontiers 
Perhaps aid to the under-developed 
countries will increase a little, but 
hardly much more than the (::on- 
sei-vatives would increase it in the 
natural course of events Arms ex¬ 
ports to South Africa might W stop¬ 
ped (Wilson was vague on this 
score earlier this yeari, but not 
general trade which provides the 
life-blood for the South African 
economy. 

Policy, as at present formulated, 
then offers such tiny comfort that 
foreigneis might be forgiven foi not 
noticing the difference between the 
two British parties. The Laboui 
Party, as the press likes to pro 
claim, has become ‘realistic’, that 
is. Conservative. Peihaps one day it 
will remember its past, and will not 
be quite so overpowered by the 
sce.nt of power. 

Exhibition of Newsreels 

J'HE implications of the Home 
Ministry’s decision to withdraw 
from exhibition the Films Diviaion 
newsreel which showed, ntler aJiat 
the procession to Parliament Hou“e 
orgeni»ed by the Communist Patty 
on September 13 deserve more a’- 
tention than they have received. 
The Government’s action followed 
a protest by some Congress MPs. 
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IlMap 'a»Uoo8 Coograssnmn li^d 
two objeetion» against tbe •creeMiig 
of thr newferefl. First, to do so, they 
fdt, WAS to relay the Communist 
Party’s anti-Goveniinent propaganda. 
Second, they alleged that ^ com¬ 
mentary accompanyiiig the screen¬ 
ing exaggerated the site of the pni- 
O^ion and other details. 

The second objection is a matter 
of subjective opinion. All news¬ 
papers reported the Communist pro¬ 
cession as mammoth though there 
were understandably different esti¬ 
mates of its strength. In any caje, it 
is a matter of detail and it is sunpris-/ 
ii)g that the Home Ministry has with 
such alacrity accepted the views ol 
a few Congressmen in disregard of 
those of the professional staff of 
the Information aad Broadi astiiig 
Ministry. 

Far more irajxirldnt is the oth*M 
rca.son given for withdrawing flic 
newsreel — that it relayed anti- 
Governmem propaganda. This is a 
serious matter, for it concerns the 
view one lakes of the function of 
the Films Division and the newsreels 
it periodically releases foi exhibi¬ 
tion throughout the countiv. If th<‘ 
newsreels are intended to ohjcitnely 
cover important occurrences, the 
(.'ommunisl demonstration certainly 
qualified for Huliision If, how¬ 
ever. the ncwsicels aie intended to 
disseminate (rovernmenl proiiaganda 
then, of I'ouise. the deinuiisir.itioii 
had to be kept out 

IVow, the Klims Division is a 
part of the Ministry of infornialioii 
and Broadrastiiig and its actiMlws 
are entireh" financed out of (/oioiii- 
ment funds. If could be ii-ed. 
therefore, foi (ioi eminent propa¬ 
ganda like, foi iiisiaucc. the l-’ress 
Information Bureau another agcni'V 
under the same Ministry. There uie, 
howevei, iilal differences betaeen 
the Press Information Bureau and 
the Klims Division. The Films Divi¬ 
sion has monopoly of newsreels and 
every theatre in the country has to 
roinpulsorily screen its new.srev’Is 
in its monopoly the Film Division's 
]KiMtioii is akin to that of the All- 
liidia Radio; and the obligation of 
all theatres to exhihit these nows- 
reels creates a situation similar to 
that if every newspaper in the 
country were to he compelled to 
print hand-outs by the P I B. 

Both the Films Division’s mono¬ 
poly and the compulsory exhibition 
of the newsreels enjoin upon the 


(^v«i 1 iiB«nt that tbR newsreeis will avAib^ 'ta fnchnitial 
hot just peddle Cbveinmeot props- jpiajiiiciilariy in drcuRull|^. 

gands but wffl cover nows ^ ail whent normai banking acetonSS- 
types mcluding that unfavourable tioii is inappropriate or recourse to 
to the Govwmment. In this resjp^ capital ismie methods is impracticiji- 
the newsreels of the Films Division ble”. The scope d permitted c^r»- 
have to be compared to the newaoasls tions was not very wide — grafting 
of the All-India Radio. Of course, of loans, subscriptions to debenture^ 
any one who has sat through hund- underwriting Is-sues, and guarantee- 
reds and hundreds of feet of cinema- ing loans floated in the market, 
tographic film devoted to the immOT- Later amendments invested it with 
talisation of the a^vities of Minis- powers to guarantee deferred pay- 
ters knows that this commitment is nients (in respect of both imiiorts 
honoured more in its breach. In fact, and purcha.se of capital goods do¬ 
th® wwsreel ill question was a mretically) and loans raired from 
notable exceptions and a surprising (both inside and OuUide the 

one at that. country); to set as the agent for the 

In withdrawing the ne-wsreel the Central (mvernment and the World 
Government has given notice that Hank In their lending opetktloiis; 
It iH not going to countenan.e and to subscribe directly to the 
departures of this kind. Plainly it stocks and shares of industrial con- 
sees the newsreels as official propa- cerns (which, incidentally, the State 
gaiida media which will contain Financial Corporations are nol pCjr- 
only what is favourable to the fkiv- mitted to do) 

e...rn«it. It is perhaps entid^ to framework: 

take this view, bu only if it gives up institution actually does 

lU iitonopoly of his partuubr me- 

d.um of publicity and withdrew 

forthwith the compulsion on he- Minister indicated that the 

atres to scieen it.s newsreels I nles, j ^ ^ 

thu IS doiif*. thp u*<t* of nPWMOfU • fi , *1 , 

," \ „ ,i„ oonnng a projier development bank 

.™i 

the right of fieedom of information. ">7 Participation ,n industry. 

That the Home Ministry has not In his speech at the latest annual 

considered it necessaiy to even general meeting 1 F C’s Chairman 

issue an oflieial explanation of its claimed that the Corooration had 

action 111 withdrawing the newcreel indeed been gradually “assum- 

of the (.oniinunist procession shows '"g the role and functions of a dew- 
with what scant respect it treats this lopmeiit bank and not merely a 
freedom. lending institution” He felt that 

the institution “now stands poised to 
Changing t F C assume larger and more positive 

WHF.N last year the Chaiiman of respcms^.lit.es envisaged by the Fi- 
^ lice 1 F C said that the Corpo- nance Minister In supirort of this 


Changing I F C assume larger and more positive 

WHF.N last year the Chaiiman of respcms^.lities envisaged by the Fi- 
^ the 1 F C said that the Corpo- nance Munster . In 8 up,x>it of 
ration had "c ome of age", h,- wh- ^c pomtod not jiist to the increwing 
basing his claim on purely Imauc ial the Corporation* 

ach.eteinents - specificalK, the fa -1 overall signi- 

Ihal the subvention granted by the «« ^ 

Central Government for payment of pt>.*nate projects tha have come to 

guaranteed dividends had been full) 

repaid. But other criteria can Iw " «7“"‘ 7 . • 0 per C,ni 

' , . 1 .L .If of Uie total net industrial investment 

applied to judge he growl , of an 

institulioii like the 1 r C the 1 „„„ » _n:__ i_ 


F.stimates Committee. for one. 


lienee A sizeable achievement, even 
though to claim credit for tire fnii- 


, , , ^ ... r iiiuuKii 10 eiauii cfcuii lor ure inn- 

found the Corporation s prtormanec 

inadequato on ,k made a loan may seem a* trifle 

counts But n seemed llien that no 

one was wry deal about the precise • ' 

role of the 1 F C To start wiili. the Alterations in Policy 
Corporation was conceived of only JN the last year the tempo of ffie 
as a marginal lender In the words Corporation’s activities quiedeened 
of the Act that brought it irUo lieiiig. all round. Sanction and disbursement 

its purpose was to make “medium of loans almost doubled front the 
and long-term credits more readil) previous year’s lerel, reaching a new 
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anid xacttti liiR!«g& loans wciie < 

^iotcli^. Mot« iraportairt are the p|». 

',. ^ilonal tuncUoos* Uiufcrwritiiig 'in 
an activity permitted to the CorpoK3: 

‘ lion since its inception, but a begin¬ 
ning was made .only after '*onie > 
eight years of worknip. The nndet* 
Writing baiiCtioned last year was 
Considerably higher than in any of 
tlw previous veai nol otiii in 
artionnt bill also as a piopurtioii of 
a^rplicatiens reietved. The (.orpora- 
lion’s Annua! Report iiiake<, sporial 
mention of the iinderwriting of iho 
Oil India delentures — the largoAl 
debenture issue so fai in the Indian 
market — and iA the fact that in 
this the Corporation acted jointly 
with a s'onsortiurti consisting of 
, certain other special financial in- 
atitntions, commercial banks and tte 
L I C., 'Also in the last year the 
Corporation made its first direct 
subscription to stock; this again 
was to the Oil India debenture. 
Tliere has as yet been no subscrip¬ 
tion to shares, as. jiermitted by the 
IQdti amendment to the I F ('• Act. 

\IHiat, however,' is most interesting 
' about the. CorporationV pcrforraane.'e 
last year is the alterations in policy 
, and approach, in rwponse to the 
Estimates CotnmitteeV criticism. This 
is all the more interesting, ronsider- 
ing the limited time — - hardly six 
omnths - - that it had to mend its 
Tvays, The Estimates Committee 
■delt'that the I F C was not obsdi:- 
ving Flan priorities m its selection 
«f industries; and tiiat put an end 
to the Corporation’s marked partia¬ 
lity to the sugar industry, which was 
relegated to tlie third place in the 
- loans sanctioned during last year. 
Non-ferrous metals came first, fol¬ 
lowed by textiles Nonetheless, the 
smedH given to the sugar industry 
was considerably more than what 
was granted, for mstanee, to machi¬ 
nery, chemicals, or mining and 
quarrying. 

The Eslimatea Committee also 
made much of the fact that the I F C 
■was not only not promoting regional 
balance but was actually aggrava¬ 
ting imbalance. So in the last year 
Madras displaced Maharashtra, as 
the chief beneficiary’ of the Corpo¬ 
ration’s BCliviVies But assisting “the 
industrial development of backward 
provinces and areas”'is not soine- 
, thing that a financial institution can 
achieve overnight. The total of loans 
granted during the year to units 
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l^er^a P, Vaa 'leslii , 

ed what -was given> .to .Mftdroa and 

Maharashtra. 

Bonking StofMfcf ' 

I^RinClSlNC Eisenhower’s dear 

money policy, the Research 
Department of AFI>“CIO argued 
that tight money policy “benefits 
mainly the banks and lending insti- 
tutfons of the nation” and no oiie 
else. The near-dear money pohey 
in India, however, did not bcnefil 
tlie hanks in 1962. With the steep 
increase in establishment expenses on. 
aix’oiint of the Deagi Award and 
with 68 per cent of deposits earning 
interest at '1 per, cent and above, 
piofits of tlie -icheduled banks show¬ 
ed a nominal decline of Rs 11 lakJis. 

The, Reserve BaiA’s “Statistical 
Tables Relating to Banks in India” 
for the year 1962 throws some inter- 
e.sfing light on the influence of in¬ 
terest rates on the growth of depo¬ 
sits — ■ a subject which is still 'being 
debated by the Indian bankers Bet¬ 
ween June and Decembt-r 1962, it 
would appear, hanks with deposits 
between Ks 25 crores and Rs 100 
crores lost business to smaller 
banks with deposits between Rs 5 
crores and Rs 25 trores. While there 
IS, of cxiurse. no eoncfiwive evidence, 
it is worth con-sideralion whothei 
this was caused by the intcn'.si rate 
differential belwe»-n the two grou]5s 
of banks. 

Tin- distribution ol depusils and 
bank credits by States discloses a 
disturbing puture. Apart from 
glaring i-egional disparities, four of 
tlte States (Gujarat, Madras, Maha¬ 
rashtra and W’esi Bengal) contribute 
63 per cent of total bank deposits 
and also account lor 75 (wr cent of 
the credits granted by banks. Al>- 
aence of statistics of the distribution 
of deposits accoiding to size aiui 
entegories. of depositors (ie, indivi¬ 
duals, partnership companies, pri¬ 
vate limited companies, jtublic 
limited companies, etc) makes the 
study of (lf|K>sit growth inconqilete. 
Similar statistics of bank credits ac¬ 
cording to size will go a long way 
in projecting a correct image of the 
banks’ activities, as a, Correspondent 
pointed out in these columns two 
weeks ago. The impression persists 
that banks mobilise rural resources 
to finance commercial and industrial 
tycoons. 
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neM to TxpitBd, their ,e)cRptt8 ’ 
'rapfdly for viable ^vebpineot 
that-aicF hi no'suhfitittite Iiir trade 
hae beooiiie ' a • -imioh-hilMMred 
cliche." But this, has iw>t , savnd. ‘ 
exporte of these countries from be^ 
ing hindered by import quotas, ta¬ 
riffs, revenue duties arid ptotpctiim- 
ist policies in the' developed coun¬ 
tries. In the initial stages, the deve¬ 
loping wuntries -need not only thb 
removal of these restrictions but «f»o 
preferential treatment of theif -<9t- 
poris. The United .Nations oonitir-. 
ence on trade next year is called 
specifically to discuss' these issues. 

Meanwliile, the climate of opinion 
in the developed countries seems.to 
bo changing, M Brasseur, the Bel¬ 
gian Minister for Foreign Trade, 
has advanced proposals for granting 
preferential treatment to* the exports 
p( certain industrial gotfds from tlie 
developing countries. These propo¬ 
sals seem to have the approval of 
France and Netherlands and are to 
be formally presented to tlie E C M 
Council of Ministers next week. If 
they’ are accepted, it would be an 
important development in inter¬ 
national trade inasmuch as the 
principle of preferential treatment 
for the developing countries would 
fie formally recognised by the ECM 
countries This would be u happy 
portent for the United Nations 
meeting on .trade. If ECM accepts 
the principle. Britain and America 
may be expected to join in and a 
w'orid-wide scheme may emerge. But 
time is running out and the need 
for action is urgent. Tlie fordgn 
iWit of developing rountries is 
mounting and soon it would be 
difficult for them to service this 
debt without slowing down the tem¬ 
po of development. 

World trade as a whole will gain 
if the tleveloped countries pursue 
free trade policies and accord pre¬ 
ferential treatment to the exports of, 
the developing countries even thuugh 
the latter have to adopt protectiofi- 
ist policies, which can be gradually 
dismantled after they have reached 
a certain stage of development.' To 
recognise tliis and to give it practi- 
<»l shape in trade policies is the 
task of economic statesmanship in 
the industrialised countries. . The 
Belgian Plan is a step in the ’right. 
direction. 
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Ail Academic View 


4 Cwreiptmdmt writes: 

ir, is aow Mrly clear that the 

’',C8biJne1E chaitges pf last month 
have Qot ab«M’ factionaham witliin 
tbeifCohgre^ Parl}^. It is also clear 
that h '*^as unreasonable to expect 
jth^ changes to curb tivalrie^. In 
Up, the election of Sucheta Knpa- 
.iani was opposed, and the Tripatiii 
faction shows no signs' of 'wishing 
to sink its differences — and, indeed, 
why should it give up its' perfectly 
Itegitnpate rights merely for the sake 
of a phrase? In Gujarat, the two. 
Mehtas remain unbrotherly. And 
• now the contest for the Gmgrcsa 
presidency is lively to be a battle 
between rival aspirants to the throne 
— Atulya Ghosh wants Shastri, 

, Pati! wants Ghosh, and Morarji 
wants himself. Far from Cabinet re¬ 
signation being a great personal de¬ 
monstration of faith, It see.ms it was 
ior most Ministers a heartily dis¬ 
liked imposition. 

Factionalism and fierce rivalry is 
common to parties in all countiies 
at all times, although the degree 
of publicity accorded to such con¬ 
flict varies. Even in die heart of, 
from the outside, the most mono¬ 
lithic and totalitarian administra- 
don, one can expect to find jostling 
between different groups. Factional¬ 
ism is the lifeblood of democracy, 
and the right to set up alternative 
groups, reprpenting different inte¬ 
rests or .principles, is vital for the 
flexibility of a social Structure and 
its necessary change — if there are 
none who push the leadership fjom 
behind, inertia will inevitably set 
in ; and inertia producci, not merely 
fierce opposition but also open 
revolt. 

bi Developing Countries 

"On' the' other hand, factionalism 
which positively restricts econdmic 
development or ordinary adminis¬ 
tration is a factor which particular¬ 
ly, afllicts undcr-develbped countries. 
Pakistan, Burma, Turkey, Iran have 
this in common., At its extreme, fac- 
tionalhiin becomes open warfaw 
> as in pre-1948 China and Vietnam- 
Its' prominence in underdeveloped 
ebuMries reflects the lack of any 
national ctdiesiveness; groups aspire 


to power mthout diKipIming their 
activities according to some notipn 
of the common interest; there are 
no holds barred. Two explanatioos 
suggest themselves. First, no com¬ 
mon integrated national claM exists 
which is agreed broadly about Its 
own interest and the direction the 
country should take. Second, the 
beginning of a development process 
necessarilv injures the interests of 
those paramoum in the old tradi¬ 
tional society — for example, the 
ower and prestige of the Indian 
nnces could not be accommodated 
within new India, no matter how 
skilfttl the dialectics of propagan¬ 
da; their power had to bjs dtotroy- 
ed for there to be progress. 

Where the conflict pf groups be¬ 
comes factionalism proper is with¬ 
in one pohtiea] party. And that 
factionalism is, of colirse, greater 
insofar as the party represents all 
major power groups, wi^in society. 
If a national party contains Within 
itself industry, landowners, peasants 
and the intelligentsia, a National 
Assembly is not needed since all 
key issues will be thrashed out with¬ 
in the party — or rather not ^thrash¬ 
ed out’, sinct* groups whose tradi- 
b'onal interests are affected will 
fight to the death, and carry the 
fight outside the party. The only way 
to escape thi.s dilemma is to slow 
down the pace of development in¬ 
tolerably so that old paramount' in¬ 
terest grCups manage to merge witli 
the new rising ones (as happened 
in Britain for exaniple), or to keep 
the party quite separate, from socie¬ 
ty. representing only one group and 
using ail 'force possible to coerce 
the other groups (as for example, 
the Communists did in Russia and 
China). The second way,allows the 
party to develop some ideology dis¬ 
tinct from common opinion in the 
country as a whole, allows high 
discipline and tight contwl over 
new members. In addition, the for¬ 
ward programme erf the party is 
dirocfly correlated with the drive of 
the merathership; from a clear social 
basis, (he Party derives, its strength. 
In Algeria, Ben Beiftf, like Fidel 
^ Castro in Cuba, se«As to tap the 
'frustrations and anger of the pea- 


Mntry os the weapon with which 
to dOvelt^, his country- 

CentrUuRal Forces in CoiMpnss 

But what has this to do Kbit 
India where social stability haS 
been greater than in probably any 
other (developing country? Political 
stability is not, of course, the only 
good t^g in the world; economic 
development is probably more intr 
portant in the long-run; indeed, it 
could be said that the price of 
India’s political stability is her 4d- 
diuirjg growth rate. This does not 
relate to the technical aspects of 
planning, hut to the id^ogical 
drive behind it, The drive, gathered 
m the forward march to Indepen¬ 
dence has been slowly losing mo¬ 
mentum and the party has become- 
more 'subject to centrifugal fbites, 
to nvalries and factions, at the 
same time as, the pace ol devolp^- 
ment has slowed doMm. The two 
are not unrelated. 

The Congress party is a ‘party’ 
in a peculiar sense for, it fa a na¬ 
tional organisation that has allowed 
itself to become representative of 
almost all the power groups in 
India As such, inevitably it re¬ 
flects all the fierce tensions and 
stresses of development. It is not 
an outside force that coercag or 
persuades recalcitrant jroups to 
conform in the interests of expan¬ 
sion — it is the umbrella beneath 
which groups fight each other. 
Accordingly, it can develop no 
ideology which is distinct froiri 
Indian society, -and no drive over 
and above the loweat coihmon 
multiple of all divergent groups. 
In Kerala, fortunately, the land- 
owners seem to be in control and 
the fight becomes clear and expli¬ 
cit — and Congress comes to stand 
for something distinctive. But 
nationally, it can be no better .nor 
worse than India is ■— ■and India 
is a country which is developing, 
which means the forces of Inertia 
are probably as great as those of 
advance. 

Which brings us to the Kamarai 
Plan. Tie words Kamaraj used 
were rather a mood than a ‘plan’: 
that Congress should come to repre¬ 
sent die peasants, the poor, 4iould 
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iharc theii; standard of life airdf om- 
look. The uiw Nehru made of' tluA 
is a separate matter, although jpsli- 
tied on the same principles. If Cahi- 
nets were composed of saints or 
Gandhis, then there might have been 
some relevance in the gesture. But, 
as Nehru knows, Cabinets are com¬ 
posed of ambitious men who are in¬ 
capable of going back to the grass 
roots, men in a hurry and used to 
moving in the world at the crest of 
society. As a coiisequenteu it is per¬ 
fectly valid to speculate on Nehru’s 
motives from a more cynical view¬ 
point — was Kamaraj a pretext ? 

What Will Help Congress 
Hut all this does not help the 
Congress, which is no further for¬ 
ward; indeed, the Prime Ministei 
hdb given a gratuitous helping haKd 


to faetbnaliitB leasing die most 
diatutguialied members of hie ^rty 
to participate in the fights- What 
would help Congress? A little clari¬ 
ty. But this is impossible while the 
social basis of the party is unclear. 
IdeoJogy derives from the beliefs of 
different social groups in their own 
peculiar mission to raise society 
All social groups together have that 
sense of mission only in times of 
extreme national crisis, in war for 
instance. For a moment, the Emer¬ 
gency looked like creating that 
mood, but inevitably the party was 
incapable of utilising it. 

No, the only solution is for Con¬ 
gress to become a political party, 
not the judicious centre in a national 
controversy, but one of the active 
protagonists of a clear point of view. 


And it onfy do thia if k purgea 
large groups of its meiahon so thht 
it comes to repicsent one dmtinct 
interest. This is, if the predominant 
interest in Congress is for develop¬ 
ment. Perhaps the landed interests 
are a majority. If that is so, India 
will not develop Very fast: until U 
gets a different Government. 

But then, probably, the rot is al¬ 
ready too deep, and it is no longer 
possible to create a cohesive, sepa¬ 
rate political party out of Congress 
which expre.sses the drive and ener¬ 
gy" of a particular social group. 
Whatever the case, it is clear that 
neither Kamaraj nor Nehru has 
begun to nibble at the real problem. 
And while they delay, the political 
future of Congress, and the econ¬ 
omic future of India are dark. 


From ikc London End 

Commonwealth Takes Stock 


^HE routine meeting of Common¬ 
wealth Finance Ministers held 
regularly before the Annual Meet¬ 
ing of the World Rank and the 
International Monetary F'und took 
place in London on September 24 
and 25. It was attended by all the 
independent Commonwealth coun¬ 
tries, most of them represented by 
Finance Ministei s, rcprcscnlaiMv cs 
of certain British overseas territories 
wcie also present. 

The only new initiative that em¬ 
erged from this meeting was a Bri¬ 
tish proposal, put forward by Maud- 
ling, that a combined Common¬ 
wealth study of individual Corhnon 
wealth countries’ economic and 
trading prospects should be under¬ 
taken 'Whether such a move is 
economically very meaningful, theic 
is no doubt that politically it was 
a shrewd, move by the British Gov- 
crnmeirt. It provided Britain with 
a positive and plausible talking 
point to the. assembled Common¬ 
wealth I epresentatives. and could 
be taken as a sign that Britain had 
not lost faith m the Commonwealth 
as a trading partner. Although the 
present Government has made it 
quite clear that given the chance it 
would join the Common Market, tlw 
failure of its first bid has made the 
IJ K take a little more interrat in 
the Commonwealth which it was 
quite prepared to sell down the 
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river. A fresh look at the Common¬ 
wealth IS now indicated as a larger 
outlet for British exports During 
the Common Market ncgotiaiioiis, 
the Commonwealth was very much 
written off as a trading partner, and 
the stagnation of Commonwealth 
trade was used as an argument foi 
Britain turning her back on the 
Commonwealth and directing her 
efforts to Europe. The Chancellor’s 
new initiative also give.s some sub¬ 
stance to Selwyii Lloyd’.s eailier pio- 
posal that special efforts should be 
made to develop intia-Cominoii- 
M'oalth trade. 

Trade with Commonwealth 

The “Report on Overseas Trade” 
published by the Board of Trade on 
September 25 givee some interesting 
figures on British trade with the 
Commonwealth. Since the dramatic 
setback bclwten 1960 and 1961, im¬ 
ports from the Commonwealth have 
been increasing, while exports ha\c 
remained at roughly the, same level. 
The overall picture for July 196.5 
was that imports were 21 per cent 
and exports 4 per cent above their 
average 1962 levels. The recot'eiy in 
imports from the Commonwealth has 
continued through 1963, spread over 
all the major industrial sectors. In¬ 
creases in imports of beverages and 
tobhcoo have been particularly strik¬ 
ing, and there has been also a 26 
per cent increMe in imports of food 


and live animals. However, imports 
of manufactured goods from the 
Commonwealth show the smallest 
rale of increase. The picture of Bri¬ 
tish exports to the Commonwealth is 
less encouraging; the largest sector, 
machinery and transport equipment, 
has registeied an increase in ex¬ 
ports of only 5 per cent and the 
second largest, manufactured goods, 
increased by less than one per cent. 

The meeting had before it a re¬ 
port prepared by officials from 
Coininunwealtli countries at theii 
recent meeting in London on the 
balance of payments prospects of 
the Sterling Area At a Press Con¬ 
ference at the end- of the meeting, 
Maudling stressed the fact that 
while certain primary producing 
countries in the Commonwealth have 
been experiencing difficulties because 
of their exposure to adverse price 
movements, the eeonomic position 
of tJie Commonwealth and the Ster¬ 
ling Area as a whole was strong 

A full-scale survey of Common¬ 
wealth development plans, or as the 
Chancellor described it "putting our 
forward projeefioas together” was 
■Specifically made in tlie context of 
seeking new ways to raise the over¬ 
all level of Commonwealth trade. 
What, in effect, .does this new pro¬ 
ject involve, ? One of the objects of 
thia proposal is that the economic 



ppo^^ji^dte, ctt iA<}iyidi<JLt 
conntrfeg, aid their 
devetopment plans, should he col¬ 
lated w^Si s vieV throwing light 
dm the future pattern of demand for, 
and supply of, pridary products 
and mandat^red goods within the 
CoBunonweaZth. The idea behind 
this proposal is that it might well 
reveal new opportunities for ex¬ 
panding Commonwealth trade vvith- 
in the existing trade system. By 
cgmparing development plans, it 
might wdl reveal new opportunities 
for intra-Commonwealth trade which 
might otherwise have been ostt- 
looked. Given this integrated pic¬ 
ture of the way things are likely to 
go in the years ahead, Common¬ 
wealth exporters and bankers could 
go ahead with studying these de¬ 
mands through normal comm'-rcial 
channels and the free functioning 
of the market. 

At the Press Conference dealing 
with this proposal, Maudling said 
a single development plan for the 
whole Commonwealth had been 
suggested, but there were too many 
difficulties. “But there might be 
considerable advantage in taking 
the plans and forecasts of (Com¬ 
monwealth countries and pulling 
them together into a single picture”. 
It was made clear that the British 
proposal did not anticipate, (a) 
any regulatory functions; (b) the 
setting of targets; (c) any attenipt 
to try to make the Commonwealth 
into a trading bloc. It wa<, accept¬ 
ed that sovereign Commonwealth 
Governments did not wish to be 
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tdiyidgjLt <l»wit inrt «d into 4. aaugU 
iltd their naerCMi xx>flcUQtiiiit7ii 
he col- dtf«rence8 in the degree jail¬ 
ing light ning and econoouc ^Vglc^ment in 
sand for, the different Commonweslth coun¬ 
products tries was recognlaed. Thus, the 
ithin the scheme b not an atten^t to co-ordi- 
behind note economic policies of iadivi- 
ght well dual Commonwealth countries 
for ex- through some new central orgaoi- 
de with- sation, and there is certainly no 
tern. By idea of setting up a Commonwealth 
dans, it (common Market. Nor i$ there any 
3 rtunities suggestion that a Commonwealth 
de which “Neddy” should be established, 
m OITT- Aid and Trade 

lied pic- xhe Ckmieience accepted the idea 
likely to gu^h a plan would require 

--ommon- detailed studies and a central 
Ts could clearing house. No (government has 
hese de- given any commitment nor 

nm*'rcial they expected to. Common- 

nclioniug wealth (Jovernments will now be 
given lime to study the idea which 
dealing *“ *** “ preliminary stage, 

ing said itself, according to Maudl- 

for the received with a good deal 

d been interest”. The various Finance 
00 many Ministers will now take home with 
night be outline of the plan to re- 

0 taking their Cabinet colleagues. This 

)f Com- ttieans there will necessarily be 
pulling some interval while discussions go 
pirture”. various Commonwealth 

, BrjiigJi dapilals, hut there is hope that a 
(a) decision may be taken on it at a 
(b) the further meeting next Spring, 
attempt As was only to be expected, the 
jnwealth problems of developing countries 
s accept- were discussed in some detail, 
onwealth but nothing new was said on this 
ih to be subject. The main problems that 
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*— ^ for oofomoflity agn^ 
ment* tio overcame prihiaXT- ptwit", 
cers’ vulnerability to adverse move- 
meiite in the (ernis of trade, bhich 
aometiitSea means that although the 
volume of trade rises, there is «. 
fall in the foreign e*‘'hange earn¬ 
ings of these countries. Tl^ wbdle. 
question of development aid was 
also discussed with particular refer¬ 
ence to the need for "soft” aid and 
a sympathetic attitude to debt ser¬ 
vicing. It was noted that some 
progress has been made in the latter 
held, but a whole host of problems 
remain to be solved, such as the 
thorny question of tied aid, and 
the general inadequacy of inter¬ 
national aid for development. 
Other factors touched upon were 
the availability of filnds, the fac¬ 
tors affecting the rate at which 
development aid can be drawn, the 
financing of local costs and the 
adequacy of compensatory finance. 

International Liqniditv 
The Ministers emphasised the 
importance of the Kennedy Round 
of GATT negotiations for the 
trade of developing countries, and 
recognised that special efforts 
must be made to reduce barriers 
to the export of manufactured 
goods from developing countries,, 
as well as of jirimary products. 
This is, of course, a crucial question 
for . developing countries and so 
far, very little progress has been 
made in this field, although the 
necessity to do something has been 
repieatedly stressed at GATT con- 
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' l«»a)ibM 4ad a^f 
meetiagB. Admittedly, -a great mi 
jQors Aedde to ^ done as far as 
the United Kingdom market for 
manufactured goods from the d^e- 
loping rountrieg is concerned, bur it 
natuaint a sad fact that other indus- 
trialised nations are even less libe¬ 
ral. . 

meeting also exchanged ykavs 
>beut the forthcoming United Na¬ 
tions Conference on Trade and De- 
,velopment, and expressed the deter¬ 
mination of dieir Governments to 
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.^fofk' toi ^tliie ahibjiiii, oif.;thi''i6ij|tiifir-' 
«ttce. It vwas «iao thread that- the 
tifoc was rip^ for a thprotigh re* 
view of international..H^dity pro¬ 
blems, All the Finance Ministen 
were ananitnons that early decisioits 
on the streagtheniiw of the Inter¬ 
national Monetary Fund ■ were de¬ 
sirable. Specific plans, however, 
were not discussed. It was appre¬ 
ciated that no new plan would 
emerge from the present meeting of 
the IMF, but all the Ministers were 
agreed that a farther study should 
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national ngnedaem coiidd 'be > 

ort tiam lituswa,. 

tng af new yeai^s 1 iM»F 

meeting in, Tedeyo. The foveltfiph^ 
countries are certainly anxfoua that 
some solution .to the liquidity plro- 
bletn be found fo, 'thgt, ihe indua- 
trialised' countries will not be inhi> 
bited; because of iMiRmce, pf pSf- 
ments dtfficufoles, from providiag 
aid on the scale that is requUwi ^ ' 
any real impact is to be made pn 
under-deveioproent.. 


Portrait of a Capital—II 


JN New Delhi they pour whisky 

out of decanters, not, alas, be¬ 
cause the capital has made u new 
advance towards elegance but be¬ 
cause whisky out of decanters ig, of 
provenance undisclosed, though not 
exactly unknown. One could write of 
Delhi today—the couyt of a monarch 
in decline, according to The Timet 
man in the capital — in tenus of 
houses, perks, air-conditioners and 
many things; but the main curren¬ 
cy in most transactions is Scotch 
whiAy —or women. First things 
first : whisky. 

This reporter told his host eaily 
on that he had long resigned him¬ 
self to Indian whisky of a chival¬ 
rous brand. 

Host: But I can’t afford that Good 
Cod, Rs 30 a bottle! 

Me: What on earth do you mean? 

Host; Well, Scotch costs me, if at 
all, Rs 10 a bottle Diplomatic, you 
know. 

Me. 1 don't. 

Host' It means no obliaation at 
all; and I am entirely non-aligned 
I take as. many bottles from Western 
embassies as fiom Eastern 

The journalist quoted, as honest 
as any, later in the evening spoke 
df a West Asian envoy who, at the 
end of a convivial dinner, asked 
him to have one for the road m his 
air-conditioned bed room. There sat 
five pretty, unattached but not in- 
lio.^pitable girls, alU Indian atid all 
Indian. You deceive yourself in 
thinking that these inaUmces are to¬ 
tally untypical ; this reppjtefs peF 
versities do not include collection of 
muck and scandal. 

Another Story 

A certain well-known Delhi poli¬ 
tician is font! of using strong scents; 
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A Diagnosis of Decay 

you can smell his arrival from 
yards; he uses, maiuly, attar, favou¬ 
rite of the Moghuls of old. A not 
usually witty veteran Congressman 
said, “He is the Perfumo of the 
Congress Parliamentary Party, you 
know”. There was no censure in 
his voice, dead-pan 

Another esteemed colleague sought 
assistance in improving, lor no con¬ 
sideration, the draft ot a hand-out 
passionately composed by a diplo¬ 
matic but non-Anglo-Saxon intor- 
malion chap. It opened like tins. 
“Our countrymen have graven on 
their hearts only one word; it is a 
four-letter woid. Four capital letteis 
engraved On every heart. The letters 
are CUBA; and the word is Cuba”. 

1 suggested redrafting the opening, 
or the dirty minds in the oWices nt 
the New iorher, without being vio¬ 
lently anti-Castro, might think of 
using It m the depairtment of things 
that might be put better “Emer¬ 
gency”, the word one often hears 
in New Delhi, mainly as a tlireat 
or as a joke, unfortunately has as 
many as nine letters. 

IVivReges Qalore 

The Orwellian epigram on all be¬ 
ing equal while some are more 
equal than others is perhaps no¬ 
where in the world truer than m 
New Delhi. Evwyone is morbidly 
privilege-conscious, M Ps and news¬ 
papermen included. A joint secre¬ 
tary is inconsolaUe until he has 
got the office space he is entitled 
to according to rules made in 1915 
or.'the^aboutsi, ‘ditto for his resi¬ 
dence, wHich must have so many 
roonrts <a"nd no fewer. Newspapermen 


have their share ih the general 
“kill”; on a basis of priorities they 
can buy land for houses at a privi¬ 
leged rate, unavailable to ordinary 
citizens; it is easier for them to se¬ 
cure housing loans than for others. 
Ministers non-violentiy insist on 
their pound of fieali; and the caste 
structure in the Governmfent beats 
anything devised by the Hindus of 
old. Blissfully ignorant of the fact 
that parliamentary democracy is not 
at the moment operating in a sel¬ 
lers' market in lliis part of the 
world, the M Ps are indefatigable 
111 demanding more and more privi¬ 
leges and amenities. Emergency or 
no Emergency. 

And how little will corrupt these 
men dressed in brief authority! A 
bottle of Dimple Haig will unseal 
a top secret file; a free trip abroad, 
sonictime.s for a nephew, will slant 
a dispatch, (ITie liaison between the 
Press and the diplomatic corps has 
one justification; the embassies are 
often better informed, even on In¬ 
dian affairs, than Secretaries and 
Miiiisteis; they are often more forth¬ 
coming, with, of cour.se, always a 
purpose.) Introduction to a saree 
will gain a contract. Better electii- 
cal fittings in a Minister’s house 
will earn some official a promotion. 
A favour done will mean for an 
official a foreign ear at a cheaper 
price before' the S T C auction.. It 
has not been Bdfficletitly noticed that 
the BO'Calted competition between 
the private sector and the public 
has meant more pwquisttes not only 
for thg manageritj class in the pub¬ 
lic sector but aUo m the Covwti- 

ment itself -Higher officials’ peita 





16 * 8 *)^' Wttld have bawi xmiwaginatte 

fi&era yean afo. 

' ' A New dtHM • • ' ' ■' 

The years since independence haw 
•ben the emergence of two new 
classes, eX'Ofiicials re-employed by 
business and ex-Ministers. In days 
gone by they just faded out on re¬ 
crement; and they really retired 
with or without a peiwion (as in 
the case of non-official executive 
councillors) but oeitainly williout 
any privileges. Not so today. Ex- 
officials are employed on fantastic 
salaries and continue to wield con- 


toothaayer eonW be « nsefni pipe* 
line on the Minister^ aiindt he 
could also put in a word for the ju¬ 
nior to the senior. The asirolbfeera, 
for all their holiness, are not ne¬ 
cessarily innocent of politics; tliey 
can be “managed” as surely as 
President Kennedy is supposed to 
“magage” news in the USA. 

Pandit Nehru, it is said, is not as 
allergic to astrological advice as 
he once used to be. One soothsayer, 
It IS paid, was right about the Prime 

Book Reviews <' 


MiniaMcta ilbeas ktt ym. Jlafn* 
logka? a|>proaches to him are oao* 
ally indirect, thpough his daughter 
or soiflft dose s.woctate. fVrtnqw' 
to undeivtand Inslian polittcui you 
do need a course in palmistry, 
Bbrigu may well be more relevant 
than Kautilya; Vatsyayana more *o 
the point than Aristotle or Machia- 
velli. 

(Concluded) 

—Flibbertigibbet 


siderable influence on their erst¬ 
while subordinates. Ex-Minister-s 
never become ordinary M Ps (as in 
Britain, where M Ps are in all les- 
pects, such as railway reservations 
or air bookings, treated as ordinary 
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1963; 


citizens and would rather have it 


this wayl but are given special 
quarteis in New Dellii or Govern¬ 
ment Houses in the States, Ex- 
Ministers behave, and are treated by 
officials as, men who will soon come 
back into the Government. So many 
have done so that one can hardly 
blame the officials 

Only one official is on rccoid with 
a rebuff, and it’s a good slory 
Shn Morarji Desai had )Uht resign¬ 
ed the Chief Ministership of Bom¬ 
bay but not yet joined the Centre 
He was on a private visit to Calcutta; 
his personal assistant or somebody 
rang up Lali Bazar and asked for a 
pilot sergeant to e.scort Shii Dosai 
to Hum Duni, An intrepid cop 
inquired, “And who may thi.s Shn 
Desai be'^ ” Other end of the wire- 
“What? He Is tile ex-(’hief Miiiisl.'i 
of Bombay! ” Cop. “Ah. most in- 
teresiing. Let me see if I ran find 
an ex-pilot sergeant to escort the 
ex-Chief Minister of Bombay tomor¬ 
row. Prospet U unbrighl 

Tlie Finnic 

No study of the New Delhi scene 
today can be complete without a 
reference to the role played b\ as¬ 
trologers. Almost all Ministers and 
some very hiah officia's have conn 
astrologers of their own; and very 
important decisions of State are 
dictated by their reading of the 
movement of stars and planets and 
what they portend Some as¬ 
trologers’ services are shared; it 
Would, for instance, be profitable 
for a Minister of Stale to hare the 
astrologer as his Minister. The 


AN. institution sucli as the World 
Bank has. neces-sarily. a limited 
“public" which understands its ob- 
jectivvs and follows its operations. 
But It cannot, for that reason, afford 
to tieul publicity with academic 
acorn; in fact, it needs to promote 
very wide appreciation of its efforts. 
Realising this, the former President 
of the Bank, Flugene Black, com- 
mis.stoncd a popular book on the 
institution. Mr James Morns con¬ 
fesses that he is “wilhoiil the slight¬ 
est knowledge of and only a laiigen 
tial interest in, banking”; lint lie 
i.s a professional wrilei with several 
.sociopolitical travel books tn hi* 
credit This was an exiellenl idea 
and the aulhoritu-s wisely refrained 
from imposing their offieial seal on 
this, a hghl-lileiary effort in a new 
diredion. The author was free to 
woik in his own manner and also to 
find hif own publisher; and while 
his maniisenpl was read by the 
Bank’s officials, there was apparently 
no vetting. 

Not that this was neec.ssary The 
book IS no panegyric but its objec¬ 
tive IS to convey the novelty, the 
thrill and the deep humanity under¬ 
lying international effort at foster¬ 
ing eeoiioniu iFevcIopmenl. The 
.author starts with the reasons for 
the pxistenre of the institution and 
employs aii imagery tint blends wth 
the central theme of the book. The 
multi-faected process of economic 
change and moderni'a*>on is equa¬ 
ted with “Huddersfield”, an York¬ 
shire town that was one of the crad¬ 
les of the Industrial Revolution in 


England. Today every nation that 
has not alicady arrived at Hudders¬ 
field is ’striving to reach it. The 
point IS that “to buy a ticket to 
Huddersfield, j>ou need a rich uncle 
somewhere”. But economic aid has 
become a cold war weapon and the 
trouble with the multi-latersl efforts 
of the U N is that they are, all too 
often, quite inefficient. It is on this 
point that the World Bank is con¬ 
sidered strongest since its approach 
to the potential Huddersfields is 
“not nlway-s imaginative, not always 
inspired, but at least always profes¬ 
sional" 

EnKoaingly Human 

To reliiin a light touch while des¬ 
cribing a complex and specialised 
orgaiii.saiioii is by no means easy. 
James Morns realises this and works 
hard at avoiding being a bore. He 
even tries to be cate (“Washington, 
D L. I-, full of funny places —• 
funny jieculiar, that is, not often 
funny ha-hu — but few are much 
funnier than 1818 H Street, where 
the World Bank lives”). He pol^ 
gentle fun at the csoterism employed 
and the “dreadful jargon” which 
“congests the conversations of the 
Bank”. He nairates anecdotes and 
tosses off ta-ity titbits of incidental 
information. He gives an attrac¬ 
tive pen-portrait of Eugene Black 
(“For many a year yet any book 
about this institution will be a book 
about him”) recording his passion 
for Shake.sppare as well as his ‘sense 
of style’. But Morris is not face¬ 
tious. In fact, the banter is used to 
leaven the factual information im- 
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Stops to solidarity 


1 


“I shall work for an India... 
in which all communities 
shall live in perfect harmony... 

THIS IS THE INDIA OF MY DHEAMS*' 

mah*tma cMom 


To Sandhlji, differoocos m sect, 
caste or creed were meaniiVgless 
To him thh concept of national unity 
and the attainment of this ideal 
were more than a mere dream. 

“I am indeed, a practical dreamer 
My dreams are not airy nothings. 

I want to convert my dreams into 
realities, as far aa poeaible." 

He lived and died ror this ideal.. 

On this day let us resolve to maKe 
his dream a reality. This will be. the 
greatest tribute to hie memory. 



Ilivea Mthe pvSIic iflt«rwt Sy rlf go OTAHOfMWfligTilW*, iNCi, (Ineerasrsted WUO.A. wiiti Umllaa iieautty) 
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^ Mauatf<^;'-'ii^’'twMtAR,’. the Miueineiit'<ol > 
'/i^'geogn^MUc naif$B id Mil^ .Wd«Bb‘«• «iuamed % oa "cemmiy 
i »> tfi« autfiO/il itaitiDoyant of the lettnets 

in Um W«ria nana'a. nonatUly sou^ 
hre lJ<wnl^utg'^ 
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. Infarnution without IP«in 

Jfamefi, Morris iaa« been at jiains to 
make tus a balanced picture, record- 
ing the deticiiencies in Uie bank’s 
structure and attitudes and the rom- 
mon cofnplatnts of its ctients. but 
the success of the Bank outweighs 
then. IVo strong operatiomu lea* 
tures are stressed —>tne institution's 
essentially protessional attitude and 
its flexibility. Looking briefly into 
the future, the autnur bhds the 
prospect pleasii^. He feels that 
together with its more enterprising 
atniiate, tlie 1 0 A, the Bank could 
well shift from the marginal, cata¬ 
lytic role that it plays now to a 
much more positive one, with its 
staii forming the nucleus of a true 
international service “dedicated not 
just to the dispersal of money but 




and enables tun to tui>Q to his 
lorte tiaveiog^ of a putp<»iv« 
♦Wlety. he presents 5 vignenes of 
dilie- ImuI^'s ^activities in dibeceat 
. Ngitib* bl the world, These ' 
Ootourtul d c sCT ip tiOBS of' countrias 
at diuemnt distances from Hudd$n- 
:Seld, whose paths to the goal ate~ 
impecred by dmerent xibstructiona 
Lthtopia, which r^uiies the many 
I skills fd industrialisation; Thailand 
which has many advantages but 
lacks the will; the 'Italian South 
Which has lost the cpnhdence; and 
Colombia which needs greater geo¬ 
graphic unity, fn each case, the 
bank has financed projects directiy 
and through national institutions. 
More indirectly, it has also tried to 
bring about change through the 
force of example, by establishing 
standards upon which national insti¬ 
tutions of progress can be based. 
The fifth and final case is sli^tly 
different; it concerns the Indus 


welhiw**. 
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This jSm pemoia{,-‘impressiom8tic 
account and the standards appii- ,. 
cauie 1h gn analyucai study, aip 
naturally ‘not valid here, 'the man*, 
tier of ohrration is what ciiniatv ' 
most. One may -find the desertion' 
a little too deliberately evocaavcy 
the style somedmee tui]^fl. But dtit 
way of writing has its appeui. 
Above all, information is, imparted 
in a painless ‘manner, shutully 
blended with entertainment. .The 
author says somewhere paranthsti* 
caJly that one of Uie memoera .of' 
the Bank’s staff defied him to writs 
an interesting book about the insti¬ 
tution. Hat person will npw no 
doubt concede that James Morris 
has met his chatlenge succ^ssfutly. 
This book may not top bes^ller 
lists, but it will nonetheless have 4. 
wider, if not deeper, readership’ 
that\ any of the Bank’s own reports 
or records of aotivites. And that it 
ju.st the reason why it came tp be 
writjeti. 


The Bokaro Story 


Bokaro « A Story of Bungling by D K Rangnekar; The National Institule of Public Affain, Now Oolhi, 1963, pp 2S. 


THE Broomfield amendment to 
President Kennedy’s Foreign 
Aid Bill for 1963-64, which choked 
off U S aid to India’s Bokaro steel 
plant, forbade the Administration 
from providing assistance “under 
the Foreign Aid Act for any country 
for the construction of any produc¬ 
tive enterprise with respect of which 
the original value of such assistance 
to be furnished by the United States 
will exceed $ 100 million” until the 
Congress re-examined the project 
next year. This might give the 
impression that what set .the Con¬ 
gress ' against Bokaro was the 
quantum of aid required. 

This is, of course, not the 
truth, Bokaro did not get 
through Congress principally be- 
caqse it was to be a public sector 
project. The Kennedy Administra¬ 
tion was torn between anxiety to 
build Bokaro as a show-pieoe, an 
“impact project’’, for America and 
apprehension that Congressional 
approval was unlikely to be forth¬ 
coming for aid to a public sector 
project of this magnitude. Persistent 

a^ixqitg were consequently made to 


persuade the Government of India 
to accept private participation in 
the project in various guises. It is 
to the Government’s credit that it 
withstood these pressures. 

Prejudices Die Hard 
Where the Government does not 
come off quite so well is in taking 
so long to realise that a public sec¬ 
tor bokaro stood no chance of be¬ 
ing cleared by the Congress. For 
this much of the responsibility must 
be shared between Professor J K 
Galbraith, then U S Ambassaden: in 
India, and f Rangnekar does not 
mention it) the Indian Embassy in 
Washinglon In retrospect it is 
evident that Galbraidi let his anxiety 
to project himself as a friend of 
India run away with his sense of 
reality and made many optimistic 
statements about Bokaro which had 
little basis in the mood of the U S 
Congress or even in the intentions 
of the Administration. The, appoin*- 
meut of the conservative Clay Com¬ 
mittee to report on the foreign aid 
programme made it clear that 
Kennedy was not spoiling for a 
fight with the (^gress on aid nor 


was be going to provoke Congread- 
ional displeasure by Mcesstve com¬ 
mitment to bokaro. If these facts . 
had been adequately appreciated, 
then it would have been unnecessary 
to play along with the U S Admi¬ 
nistration in delaying a decision 
through largely purposeless techni- '. , 

cal surveys. 

These, in brief, are the conclu¬ 
sions of Rangnekar’s brief post¬ 
mortem. The principal lesson of 
the story is for Indian liberals who 
are in a hurry to believe that the. 

U S Congress and Administration 
have forgotten their prejudices and 
predilections. Not yet. 

The concluding section of the 
booklet is devoted to an examina¬ 
tion of the practicability of building 
Bokaro with equipment imported 
from different sonrqes instead of 
getting a foreign agency to build it . ' 
for us on a turn-key basis. At the 
broad, general level at - which the 
examin^ion is conducted, the con¬ 
clusions are whotiy optimistic and 
it is suggested that such a course 
might even substantially reduce the 
foreign exchange cost of the project. 
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Poysha 


industrial Company Limited 


Speech of the Chairman, Shri M R Ruia 


'T'HE ioUowing 1» tlie Speech deli¬ 
vered by the Chairman. Shrt 
M R Ruia, at the 6th Annual Gene¬ 
ral Meeting of the Company held m 
Btnnbay on Monday, the .lUtli Sep¬ 
tember 1963. 

Out Bombay factory is small and 
rongested, and we are making do 
with the single automatic hody- 
maker and printing unit These in¬ 
built difficulties have been a con¬ 
tinuing handicap throughout the 
year, and our geiinal pcrfoimaiice 
at the end of the year must be re¬ 
garded as satisfactory in the light 
of this handicap. When the n^w 
factory is built at Dighe near Thana 
and additional equipment is install¬ 
ed, production is bound to increase 
rapidly, and this should be reflected 
in the turnover and profits in the 
coming years. 

Raw Muterial Problems 

We have had to contend with a 
certain amount of difficulty regard¬ 
ing our main raw material Inade¬ 
quate import of tinplate for the 
manufacture of open top sanitary 
cans was a feature almost through¬ 
out the yeai, with the result that 
we had to manufacture cans not 
according to the requirements of 
canners, but according to the avail¬ 
ability of the varieties of tinplate. 
Our sales of open top sanitary cans 
naturally suffered because of our 
failure to make continuous supplies 
of the right sizes of < ans to the 
canners. 

In the matter of indigenous tin¬ 
plate, too, there were difficulties due 
to excessive variation m the tliick- 
ness of the tinplate. This not only 
prevented us from using the tin¬ 
plate on our automatic machine, 
but reduced the rate of production 
on the semi-automatic lines also. 
Irregularity in supplies '^Bs anoltier 
feature throughout the last yeai. 

We have brought our difficulties 
to the notice of the Hindustan Steel 
Limited (Rourkela) and hope ffiat 
with their co-operation most of 
these difik'ultiee,, will be greatly 
minimised, if t|i;ay altogether 

disappear, m mj'tbtaing year. 

During tb»<.4§i!aiaHMr part «* 
year, the of aluminium 


tagger, from the only mauulacturei, 
Messrs Indian Foils Limited, was 
quite inadequate. They had their 
own difficulties regarding raw mate- 
lial. 

A new development in the year 
under leview lias been the leceipt 
of orders for supply of cylinders 
of vaiious types, etc., fiom the 
Coveminent. We have already 
made supplies against certain 
substantial initial orders, which 
have met with appioval, and are 
expecting further orders in the near 
hiture This promises to he quite 
a significant hue of manufacture in 
the coming jrears, and special tool¬ 
ing and machinery aie being con¬ 
templated for this purpose. Our 
suggestions for the modification of 
some of the specifications, which 
would have the effect of gieatly 
cheapening the cost of the products 
without reducing their technical 
adequacy iii any respect, arc being 
received with sympathy by the 
authoiities concerned. I bhall iiave 
more to say on this new develop¬ 
ment in the next annual lepuit 

Exports 

We have also contributed oui 
humble sliare to the vital export 
drive now in progress About Ks 
16 lakhs worlli of goods wore ex¬ 
ported in our containers in 1962-63, 
of which a little ovei Rs 10 lakhs 
were in sanitary < ans Sixty per 
cent of these sanitary cans consisted 
of oz. juirc cans, of which wc 
are the sole manufacturers, the 
balance relating to general line 
cans, mostly containers of paints 

With a little as.sistance from the 
Government a ipally large export 
trade can be developed in these 
5^ Ot juice cans There is a very 
ready market in the Middle East 
countries, which are at the moment 
being dominated by Cuba. Mexico 
and Egypt. Unless we arc able to 
sell in this export market at pnres 
not exceeding those at which these 
countries arc selling their products, 
we cannot make any headway in 
this export "The ranners of fruit 
juice have expressed certain diffi¬ 
culties regarding the high cost of 


production, due to dreumstaBoes 
beyond their control, and they are 
likely to make a repreaentation in 
this respect to the Government. 
We have also made an independent 
approach to the Government, point¬ 
ing out, among Other things, the 
need for the restoration of the 
subsidy in tinplate which has re¬ 
cently lieen abolished. 

Our total Sales last year amount¬ 
ed in value to about Rs 0.94 crore, 
as against the last year’s figure of 
Rs 0.76 crore. 

Other things being equal, the 
results for 1963-64 sdiould show a 
substaniial increase in turnover and 
value. 

.Note : This does not purport to be 
the proceedings of the 
Annual (ieneral Meeting. 


PoJyehem 

pOLMTlEM’S sales increased dur¬ 
ing the year ended March 31, 
1963 to Rs 1 97 crorcs from Rs 1.64 
croies 111 the previous year Pre-tax 
profits showed a fall of Rs 2 55 
iakiis at Rs 29.69 lakhs. Taxation 
provision absorbed Rs 17 lakhs as 
against Rs 15.50 lakhs previously. 
Net profit has fallen to Rs 12.69 
lakhs from fls 16.74 lakhs. No 
amount has been transferred to Re¬ 
serve Fund as against Rs 6 laklis 
last year Allocation to Dividend 
Equalisation Reserve is i educed to 
Ks 2 lakhs (Rs .3 lakhs) The Direr- 
tins have Iransfeued Rs 12 lakhs 
to the Dividend Reserve from which 
the Preference dividend at 7^ per 
cent absorbed Rs 3.33 lakhs and a 
taxable equity dividend at Rs 7.50 
per share of Rs 50 will absorb Rs 
8 40 lakhs 

The Directors state that during 
the year the Company’s polystyrene 
plant opeialed satisfactorily. Faci¬ 
lities have been augmented to meet 
the growing demand for coloured 
materials. Sales would have im- 
prov'ed still further but for large 
Slocks of similar materials allowed 
to be, imported The Styrene Mono¬ 
mer and Alcohol plants are expect¬ 
ed to be commissioned shortly. 
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The study nidde tie Jiesenie Bank's WarSin^ Croup offers m clear analyst of the.cOneept ef money 
Ist^pfify ah4 the factors ngoctwis money supply in India. 

Starting from the keserve Bank Study, an atte rnpt is niade here to euolve a workable equation for 
■fdretMsHng chaagc/, iu , money supply.. 


J’HIS article attempts to present 
^ ,a .woricalile basis for forecast-, 
ing changed in money suf^ly with 
the public. Before we proceed 
further, a few observations en'^n 
stmilar recent attempt by V C Shah 
{The Economic Weekly, December 
&, 1962) deserves mention. Tlie 
formula, Shah has evolved a$ well 
as the analogy to Keynesian econo¬ 
mies .that he has been able to draw 
leads to interesting conclusions. 
However, is it not possible to reach 
Shah’s conclasion.s m the following 
simple way? 

By definition* Mb = C-HBc 
M M 

Mb C+Bc 

1 

,*, M = - . Mb 

C + Be 

M 

or in other words. 

1 

M = ,-, Mb 

C Be 

M M 

The above steps retain the ad¬ 
vantages of Shah’s formula and it 
will be seen that besides the auto¬ 
nomous ‘Mb’, we are also able to 

C 

obtain the two leakages’: — and 

M 

Be C 

— . It will be obvious that — 

M M 

ts the ratio of currency with the 
public to total money supply or in 
the Keynesian termmologv which 
Shah prefers, “the propensity to 
hold currency on the part of the 

Be 

public.” Similarly — i» nothing 
M 

* M = total money stock. 

Mb= G (Currency) + Be (Cash 
resouises of banks). 


but tlie ratio of egsh respuTCet of 
commercial banks to total money 
siipplv xnr “the propensity to hold 
cash resources on the part of the 
commercial banks ’’i 

' I 

Reserve Bank Siliuly 

I 

The formula proposed by Shah 
does help us in taking a vnew on - 
the relative Inerita of Government 
borrowings from the Central Bank 
and from the > commercial banks. 
The upefulness of Shah’s formula 
for predicting variations in money 
stock, however, appears to be un¬ 
certain. He has himself cautioned 
us against some of the pitfalls and 
handicaps inherent in the applica¬ 
tion of the formula. Foi the pur¬ 
poses of forecasting money supply 
with the public in India, it is felt, 
the study made by the Reserve Bank 
of India Working Group (compris¬ 
ing Simha, Bhatt, Chandavarkar and 
Khatkhate) provides a more suit¬ 
able basis. This study, it may be 
recalled, was published in two parts 
in the kjeserve Bank of India Bulle¬ 
tin of July and August 1961. There 
may, of course, be some scope 
for improvement in the illustrative 
forecasts made by the working 
Group (some of the comments 
offered by Shah are quite relevant 
in this connection); it goes .without 
saving, however, that the RBI study 
offers Us a ngot treatise on the con¬ 
cepts of money supply and related 
factors as understood In India, It is, 
therefore, proposed in the para¬ 
graph that follows, to take some 
of the findings of die RBI study 
~ suitably modified for our pur¬ 
pose — as the starting premises. It 
will then be shown that by approp¬ 
riately carrying them forward,' we 
ran evolve * workable equation for 
forecasting money supply variations. 

Let: 

(i) M8*=C+Bm 

Where Ms; mclnoy supply with 
the pohllc 


C; currency with tite 
public 

Bin: Bank money consti- 
tutiiw that portion 
of oqipsit liabUi- 
' tsea of banks wUcli 

servo to* the public 
as medium of fX‘ 
change. (Here W 
haw avoided ^ 
controversy regdrdr , 

ing the inclusion 
or exclusion of tuna . . / ,i 
deposits, stnt*. 
prior solution at- 
this question does 
not seem to be ne:- 
cessary, for our 
purpose). 

(ii) Gm=C+Br ' • 

where Gm: Govern* 
ment money- , 

Br: Bank reserves, In¬ 
cluding till money,* ' 

statutory leserves 
and other, deposits 
with the Gmtral 
Bank- 

(iii) Bm=-m . Br 

where m : multiple obtaining 
under a system of 
“multipie credit 
creadon”. 

(iv) Br=f . Gm 

where f : fraction obtaining 
under “fractional 
reserve system” 

(It may be mentioned here 
that neither 'm’ nor V need 
be stable and bodi of diem ’ 
may 'Vary from country to 
country and even within the 
same country at different 
points of time). 

Now, By definition (i) 

M8=C+Bm 

=C-f m . Br [on the basis 
of (iii) 3 

»6m-l-n>. Br — Br [on 
the basis of (11)} 

MSI 
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*GiB"hBr {in •' 1) 
^Cm+i . Gm(m—'1) 

[on the basis of (iv)] 

=Gin[l+f (m—l)]...(v) 

Thus we have obtained a definite 


* >E«tiBHMioD ol:. (i) «Ktmt «d intaKI** 
(ton and ■ dewdopment d tiie raonejr 
market and (tt) deveiopment of bank¬ 
ing habit may pose problems not en¬ 
tirely capable of tangible colution- 
However, ai for aa theae two variables 
ate eonoemed, bread indices should 


be siiffioMet fac-tweGwue lejhttuig m 
a iperiod of $ to-A yeeie durbg «%icb 
no targe Hvctuationi in these faeiors 
are likely to occur. Further, T de¬ 
pends considerably on 'm’ and once 
is estimated, *f can easily be 
derived. 


rehitiomhip in the form of: Ms= 
Gm [1+f (m—1)J. This means that 
gjven the increase in Government 
money (Gm), corresponding in¬ 
crease in the money supply with 
the public (Ms) could be forecast 
provided we can work out reason¬ 
able estimatea for ‘f’ and ‘m’.. As 
we know, 'in' depends mainly on 
statutory reserve requirements, com¬ 
position of financial assets of banks, 
conventions regarding Central Bank 
credit to banks and extent of integ¬ 
ration and development of the 
money market. On the otlier hand, 
T primarily depends upon develop¬ 
ment of banking habit and upon 
‘m’. The variables on which ‘m’ and 
*f’ depend thus form a formidable 
list. 


Not an Impossible Task 

However, the task of their esti¬ 
mation is not at all insurmountable 
when we realise tliat we need not 
start from scratch. All we have to 
do is: arrive at the current ratios 
of 'm* and ‘f’, then judging from 
tlie past behaviour as also the em¬ 
erging trends, project the same over 
a period of say 3 to 5 years (or 
even less) on the basis of certain 
assumptions regarding the principal 
variables involved. Since most of 
the variables involved arc within 
the purview of the Central Rank’s 
regulations, the monetary authority 
in a country should be in a piosi- 
tion to (i) build up systematic tuns 
series on the factors involved, (ii) 
discern significant relationships and 
(iii) predict near-future trends, keep 
ing in view the fiscal and monetary 
policy the country in question is 
likely to pursue. Once a beginning 
is made in this direction, the tools 
of Analysis could always be improv¬ 
ed upon in due course by a method 
of trial and error It should surely 
be possible for the Central Bank of 
a country, and fpr the Reserve Bank 
of India, not only to predict ‘m’ 
and ‘f fairly confidently* but also 
once having predicted them, to re¬ 
gulate the monetary and credit poli¬ 
cy Ih such a wav M to avoid wide 
divergences between the predicted 
grovfth and the’’4tetual growth gf 
factors involved. 


n toivards 

India SteaouUp Co., Ltd„ has 
a steady rsooed of profiess... 
Since Independence, its ton¬ 
nage has ioereaMd from about 
SS.OOft D.W. tons to over 
200,000 D.W. tons—more loo- 
oafs being still on order. 

Its services are abo extending 
to varioua trade routet. After 
ioitiel consolidation in the 
[adia-U.K.-Contittent trade— 
the Company entered the 
Indo-Soviet service to the 
Russlnn Black Sai ports in 


progress ... 

19Sd and later to Rununiao 
ports. In 1959 the Company 
forged still another link in the 
overseas with South America, 
and in 1900 It extended its 
servlee to Poland. 

Their experience and reputa¬ 
tion for fast, efficient and 
dependsble service built on the 
personal cate hiven by their 
experienced officers and oiew 
to the cargo entrusted to them, 
have earned them the goodwill 
of their customers. s' 
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II. OLD COURT House STReCT, CALCUTTA-1 

■ tieMEL EDWARDS (PKIVATE) LIMITED 




♦> 


isar 





'J4lfl./j4W*’i-^/o'fl:'^J\’ *.7r;i.-,.---*.')--'V-^;.. ,r'V"W6.'’* ’?J?f?{^3r^ti-'.'ii^’?t>' ^ 

4^'j<ri^tj.i,,,W’. fiit , #t ^..•n, Vf Wl«N^lier 4, ' fi^'jlff 

T.‘>^K•^i|.t ','’ ' I ''f* ‘f' J' f>'l I, '/, '.“rtl ' •'>1 v* / •• ' **'*^^\ - Hi**'" >fy^ I’k •■• f ^ ' <,^v j ^ r / > * |,w ' ,4/ \yiir i «'< ^ •'^ 

Labour aod Trade Unimis in K«»ya 

K N Vaid 

Though \tke trade union movement in Kenya Aos fwm the beaming rteeived encourage¬ 
ment from the British rulers, the problems of the trade unions today bear close sdmUarity to -tiieM facing 
Indian trade unions. The membership is largely UHlerate, rmgratory and fteguenil^ unemaloyed. The 
leadership has come mainly from non-worker stock and is shared $mth pidiiieml partms. And there is no 
second line of leadership worth the name. 

With its well-organtsed political parties, mature and wesienceducaiad leadership emd tk* social 
change already initiated by the British, independent Kenya is hound to take the road to industrisdUcUion 
and rational, liberal political and economic institutions. This wUl call for the tremsformation Of UBterate, 
migratory, Uisure-lihng African workers into a stable and productive work-force. In this the trade unions 
will have to play their part not only in. achieving social cohesion but also in giving their members the soli¬ 
darity necessary to make cotlHUve action effective. 


ACCORDING to 1948 census, 96 
per cent oi the population oi 
Kenya is African; 43.2 per cent 
being in the age group 16-45, Table 
1 shows the growth of African work¬ 
force employed in principal occu¬ 
pations in the colony. It will be 
clear from the Table that there has 
been a steady growth in the work¬ 
force engaged in industries. The 
year 1958 registered 41 per cent 
increase over 1945. Table 2 presents 
an industry-wise analysis of the 
work-force. 

The African Worker 

It is generally believed that the 
African worker is unstable, less pro¬ 
ductive, prone to change employers 
too often and to absent himself from 
work and lacking in a sense of 
punctuality Most of these views 
come from European sources and so, 
though they may be valid, allow¬ 
ance has to be made for prejudice. 
A majority of African workers Sire 
migrant and seek remunerative jobs 
foi strictly limited purposes. There 
is little incentive for them to stabi¬ 
lize in new occupations and make 
progress. Pronuses of more raohey 
for harder work have little intewst 
for Africans because the money so 
earned cannot buy the things they 
really want: prestige, security, a 
home of their own, or at least the 
right to rent and live in a house in 
an urban area irrespective of the 
type of work they do, the right to 
do the kind of work of which they 
are capable, a proper education for 
their children, family life, etc. Thus 
they content themselves with minor 
ambitions such as a suit of clothes 
or a bicycle. These wants are rela¬ 
tively easily satisfied; they are no 
hindrance to mobility. With satura¬ 
tion comes refusal to make extra 
effort. 


The normal working week varies 
from 45 to SO hours in Kenya. Fac¬ 
tories and shops work 8 hours a 
day. The daily spreadover is limit¬ 
ed to 9 hours. Commercial emplo¬ 
yees have a 42i-hour week, public 
employees a 40-hour week. Regula¬ 
tions on weekly rest apply only to 
retail shops and workshops which 


must -be closed on Sundays. Holi¬ 
days with pay are lew. Only shop 
employees are entitled to 12 holi¬ 
days with pay for every oompibted 
year of employment with the same 
employer. Children, young persons 
and Women are not allowed nig^ht 
work and are prohibited from being 


retail shops and workshops which employed m certain types of work. 
Table 1 i Growth of African Work-Force Eatployed in I^iaclpul Industrie* 


Tear 

Men 

Women 

Children 

Total 

1945 

294,999 

38,365 

55,931 

379,286 

1948 

310,074 

30,589 

44.904 

385,567 

1951 

327.401 

41,402 

43.613 

412,416 

1954 

390,949 

57,206 

44,394 

492,551 

1957 

440,995 

73,318 

40,485 

554,798 

1958 

431,886 

72.524 

30.323 

534,733 

Source : 

'Statistical Abstract 

1959”, Government Printer, Nairobi. 


Table 2 : Empioyment of African Work-JForoe by ladnati^ 


Industry 


1956* 1 

Towl Work- - 

Force Employed Total Work- 

Force Employed Men 


Women Children 


Forestry and 






Fishery 

235,200 

247,218 

158.457 

60,770 

27,991 

Mining and 






Quarries 

9,000 

6,105 

6,031 

48 

26 

Manufacturing 

57,700 

45,920 

43,031 

l,»7t 

918 

Building and 






Construction 

29,500 

17,710 

17,568 

90 

52 

Commerce 

37,900 

22,242 

21.188 

944 

110 

1 raneport and 






Communication 

47,800 

11,261 

11.028 

210 

23 

Domestic Services 

45.700 

24,178 

21,206 

2,078 

894 

Miscellaneous 

_ 

22,226 

19,952 

2,066 

208 

Government Service 


83,253 

80,646 

2,516 

91 

Railways and I | 






Harbours 1 i 


24,732 

24,700 

32 

— 

Post, Telegraph and 






Telephone 

134,100 

3,289 

3,288 

— 

1 

Other High Comniis- j 

i- 





aion Departments 


2,036 

1,721 

314 , 

4 

Civilian Defence 


1,479 

1,466 

■ 9 

4 

Local Government 

! 





and Other Public 






Services J 

1 

23,084 

21.604 

1.479 

1 

Total 

596,700 

534.733 

431,886 

72,524 

30,323 


* Source 1 "African Labour Survey”, I L O, Geneva, 1958, p 667. 
t Source t " Annual Report Labour Department, Government of Kenya, 1958 
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But why tarry a pile of bu»h »hirt§ 
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wh&i you tan 
do with just two 

tncUde from 

©DCifllM^g 

BUCKLIN FinUh 
qualities 

SAPPHIEE 
and SAFARI- 
ideal for shorts 
sleeve shirts. 



SAPPHIRE and SAFARI 

• Are highly resistant 
to creasing 

• Wash easily 

• Drip-dry overnight 

• New little ironing 

• Are economical on, wardrobe 
and laundry 

IHPORTANTT 

Fer<«etail«i waihfag end taitarieg 
iDMntcticnt for BeckM fiibrlct, 
please comnH the leaflet whidi Is 
distrlbotcd wlUi erery Aht lo^ 
of SappUre and Safiwi parobased. 



9iiy your romiro* 
niMtt ot 11 N N V 
fabric! at eoncrolM 
raiM from audierU 
aod MNNr MILL 
StMklcttwbo4ltttay 
tWrrlsnbMTd. 


THE aUCKINOHAH 4 CASNATIC CO. t.1Ah 
4 SulnWarr *f aiNNY 4 CO. plAOSAS) ITO 
'Wsfoe 
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be msdle iirf hbuwog facil^t ilwrA iJwFp no unions, "provli}]^ 

were to be made for their estai^wi* 


ties. Most of the employers have 
{ouad it necessary to provide aO' 
cotnrnodation for their woricers and 
wage fixing coiOaiittees have made 
it obligatory for them to pay house 
mu arioytance if accommodation ia 
not provided. Many employers volun- 
tarily provide medical care and 
rations to their workers during sick¬ 
ness. 

Labour Admiaiattation 

The African worker gets low 
wages and there is a great disparjty 
in bis earnings in com]}arison to 
those of Europeans and Asians. Tbe 
question of fixing a minimum wage 
for workers wag taken up by the 
Government in 1961 when wage 
councils were set up for various 
urban centres. Minimum wages have 
been fixed in non-agricultural em¬ 
ployments in nine principal urban 
centers In the absence of an 
appropriate law, the Wage Coun¬ 
cils have not only fixed minimum 
wages but working hours and vari¬ 
ous other allowances and overtime 
rates The Wage Councils are tri¬ 
partite bodies, each party nomina¬ 
ting seven members to every coun¬ 
cil. 

A separate labour department 
wa.s set up in 1940. Since then it 
has expanded considerably and 
today the Labour Commissioner is 
assisted by two deputies and a num¬ 
ber of labour officers, labour ins¬ 
pectors, factory inspectors and 
other specialists who include me,di- 
cal officers, statisticians and other 
specialists. The department publi¬ 
shes annual reports, compiles 
various other statistical bulletins 
and is responsible for the administ¬ 
ration of ordinances relating to 
labour affairs. 

An account of the growth of 
trade unions in Kenya should start 
with a brief examination of the fac¬ 
tors that have influenced it. Unlike 
in India, the British Government 
encouraged the formation of trade 
unions in Kenya provided they kept 
away from political parties. As 
early as 1930, Lord Passfield (Sld^- 
ney Webb) the then colonial secre¬ 
tary, wrote to all colonial governors 
that the growth of trade unions was 
a desirable and legitimate feature of 
industrial and social development. 
He impressed upon them the need 
to be sympathetic to any existing 


ment. They were to be given legal 
protection to enable diem to grow 
and develop into strong organisa¬ 
tions. Consequently, the history of 
the growth of trade unions in Ken¬ 
ya » not marked with any major 
struggle for recognition of genuine 
trade union rights. However, the 
government has always been suspi¬ 
cious of political tendencies among 
the unions. During the Mau Mau 
movement, it arrested 56 trade union 
, leaders on suspicion of sympathy 
or association with the movement. 
Later on in March 1956, it made 
an attempt to proscribe the Kenya 
Federation of Labour because it had 
expressed opinion on political is¬ 
sues, 

Enconmgement from BTUC 

The British Trade Union Cong¬ 
ress has always encouraged the for¬ 
mation of trade unions in British 
territories. At its 78th annual ses¬ 
sion at Brighton in 1946, it passed 
a resolution which stated: “ . . 
believing that the British Colonial 
and Mandated territories require a 
free trade union movement with the 
same rights and privileges as British 
Trade Unions, so as to ensure that 
the working conditions are safe¬ 
guarded and higher standard of 
living secured, requests the General 
Council to give all possible assist¬ 
ance to trade unions in these terri¬ 
tories”. Subsequently, the B T U 
Congress wrote to the World Fede¬ 
ration of Trade Unions on the 
matter and urged the latter to help 
trade unions in colonial territories. 
In June 1946, the WFTU decided 
to set up a department to help 
trade unions in colonial territories. 
The work was taken up by I C F T U 
who gave extenrive financial assist- 
anse to the unions in Kenya and 
persuaded other foreign unions like 
AFL-CIO to do likewise. In Nov¬ 
ember 1958, the I C F T U started 
an African Labour College at Kam¬ 
pala to train labour leaders in 
English-speaking Afriian territories 
f“The First Ten Years”, ICFTU, 
Brussels, 1959). 

The national movements in Asia 
and the subsequent independence of 
many of them had a far-reaching 
effect on the Africans. Low wages 
and the poor standard of living were 
equated with domination and ex¬ 
ploitation by the ruling race. All 


over the 'Alcana . 

becofiilto of netd to dwu- 
bine ana fight lor thmr rights. Tlie 1 
awakening of the African labour 
was eummarised by Mr P de V 
Allen, h-obour Cor^ssioner, who 
said ‘‘I have no bentation in say¬ 
ing if it had not been for a strong 
Labour D^paxtment, Kenya labour 
trqjjbles in 1942 would have hwi 
much more serious and critical. The 
African labourer i? awakening to 
the fact that he is holding a very 
strong hand”. (“Annual Report”, 
Department of Labour, 1958), The 
political movement in the country 
attracted the workers strhngly as 
they realised through expeirience 
that adequate earnings, a decent 
standard of living and freedom of 
choice were possible only with 
political freedom — a belief that 
proved to be valid in the case Uf 
many Asian countries. These feel- 
ing.s led the African workers to 
join in and build masrive trade 
unions. 

Early Pioneers 

The .small size of industrial, 
establishments and the fact that 
they are scattered all over the 
country have further strengthened 
the formation of general unions aa 
it gave them a greater bargaining 
and striking power. In Kenya even 
employers have favoured the for- 
matfhu of general industrial unions. 

Thusearlier period of develop¬ 
ment of trade unions in Kenya is 
hut an account of the efforts of 
two persons, Markhaii Sngh, sui 
Indian, and ('hege Kibachia, an 
African. The fiist attempt to or¬ 
ganise the workers in Kenya was 
made by Marichan Singh who 
fonpe^ the Labour Trade Union of 
Easr^frica in 1937, He organised 
the cmpIoyec.s of Public Work 
Department in Mombasa and in 
early 19.39 gave a call for general 
strike The P W D workers struck 
work and were joined by dock 
workers. The immediate caure for 
strike was inadequate housing faci¬ 
lities for African workers. The 
strike lasted for 15 days and the 
Government appointed a commio- 
sion of Inquiry whose report tvas 
nev'cr ptibished. The War broke 
out soon afterwards and all trade 
union activity was stifled by the 
government. The anions organised 
by Markhan Singh went out of 
existence for want of activities. 
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“Demonstrations," said Tow. 


“You mean brass bands, flags, pretty 
glrlsl” Fisan asked hopefully^,, 

“Useful demonstrations,” tatd RoHl;' bringing him 
down to earth, "to s!jow farmer* hoW 
our fertilizers and pesticides grow better, 

healthier crops and protect them, too!" - 



'<■*!• 'fc*' 1 eFjr'l’■ ‘ 'i •.''-'>> v' 

.■'t 

*1* V 

e 

Taitarl^isoia icuid ItalUs tiave coibbiodd 
ieparau.iparketmg or^nisations imo jiamgldi' 
service. .For,lilt fttturp, all Tita-Fison 
products will bp itiarkctpd by RaHis l^mflizier' ’ 
•jrtjd Pesticides, Divisitm. The meti^ will jiroye' 

• of imuflensc bcijefit to the Indian fanperr For 
■ the first time, one integrated service will provide 
advice and products covering both crop-growth " 
and cropiprotection ttiroughout the couiUty ... 
a notable contribution to the cause of agfi- 
cultural progress. 


TATA’FISON RALLIS COIABR -rviE HELD 1 
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to S,J4l in 1954.' Howevei:, it w* gets tilUN^d to the.are* btanch pf^ 
CpviAm^'aad'toda^ it has 11 nation the tinfcwit'fw that ‘itMlttstry which ' 
*ial. Worn' .^i*t$4 to it.vKFX# is in torala «h *fltluits,t>{ t]te nationi^. 
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SouTM ^ “Annual Report*, D^ardaent 

of Labour. 195*, . 

When War ended, Cfaege Kiba' 
chi*' formed the African Workers* 
Federation m 1047. The ledsra'Uou 
established, its branches all oyer' 
the country. But Chege Kibachia 
did not have get mudi time to 
■ nOree his. unions. On September 4, 
1947 about 200 workers belonging 
to the Upland Bapon Factory 
Workers’ Union, an affiliate . of 
Kibachia, went on a strike in pro¬ 
test against the dismissal of one 
of their colleagues. In the ensuing 
days, the police opened fire on a 
Crowd resulting in the death 'of 3 
persmis. Chege Kibachia was 
arrested, tried and deported from 
Kenya. 

Markhan Singh again appeared 
On the scene. He took over the 
unions of Kibachia and renamed 
them the East African Trade Union 
Congress. In March 1950, he 
along with Fred Kubai organised 
a civil boycoft and a seven-day 
general strike to protest against the 
visit of the Duke .and Duchess of 
Glucester. The government arrested 
botli the leaders Fred Kubai was 
fined and Markhan Singh was de¬ 
ported. With this, the first phase 
pf the history of trade unionism in 
Kenya ended. 

Kenra Federation of Labour 

-With the exit of Markhan.Singh 
and Chege Kibachia, the trade 
uniems settled down to passive and 
non-militant activities. They kept 
steady pace with political develc^- 
ments in the country and their for¬ 
tunes fluctuated along with those 
of the political movement. The 
Kenya Federation of Trade Unions 
was organised in 1951, It had ? 
{[ffiliated unions to begin with. The 
Federation was affiliated, to tCFTU 
in 1954. Next year it changed its 
name to Kenya Federation of La-, 
hour. The movement suffered r 


'Cpvrtb^^and today ft has 11 nation 
umI . lanidns' .iffiliatad to It . KFE is 
- ^e d&Iy natfonal fed^tiop' in the 
country and has Tdin Mboya as Its 
secretary.' Tabl^ 3 i^ows the ntim- 
ber and membership' of register^ 
trade unions 'since 1951 i ' - 


U may be mentioded that out pf' 
42 yegisttirdd trade Unions (hat 
>' existed in 1040, 25 ,unions were of 
' the Africims, 7 of Asians, 8 of 
Europeans aod 2 were open to ali. 
communities, 

As staled earlier, tlie small size 
of establishments and their dispersed 
location - have been favourable to 
industry-based uniori organisation. 
In 1958, the Federation of Kenya 
Employers and the Kenya Federation 
of Labour signed an agreement 
agtWng to accept the international 
classification of ail economic acti¬ 
vity as a basis for dividing- indus¬ 
tries in Kenya. Following' the 
agreement, the union orgaiusatiou 
was done on an industrial basis. In 
March 1960i Kenya had 19 natio- 
,nal industrial Unions. They includ¬ 
ed national unions of dock workers, 
transport workers, domestic services 
and hotel workers, chemical work¬ 
ers, petroleum workers, coffee, tea 
and sisal plantation workers,, tailors 


Simiiariljr 4o Indian Unions 

KFE'Kad 'many set-backs due to 
■internal confildte. Of late, the East 
African Building and ConstrgtJtidn 
Workers’ Union' dinuffiBated itself' 
fi-om KFL. The . leader of this' 
union who was deputy secretary 
general'of KFL has since ihen. 
esiabiiahed the Kenya Trade Uni^ • 
Congress. The Congress suppdrti 
the pan-African movement and ia 
preiising upon KFL to disaffiliate' 
itself from ICFTU and join the 
proposed All-African Trade Union 
Federation. ' , ‘ 

The trade ,'unions in Kenya bear 
a close similarity to Indian unionH 
in Ih^ problems. The potential, 
merrtbership is largely illiterate, 
migraWry and frequently unjemi- 
ployed. The union fws are ■very low 
and even those are not paid regu¬ 
larly. The leadership has cmne 
mainly frewn non-worker stock and 


Table -4 ; Membembip oC Some National Unions daring 1955-1959 


Trdnepurl djid Allied, Worlters’ Uniou 7,000 • 7,186 3,185 

Uoniegtic and Hotel Workeis’ Union 800 679 2,480 

Tailors and Textile Workers’ Union ^ 1,000 3,313 6,716 

Federation of Bmldiiig and Construction * ' 

Wodeets’ Union - -5,500 1.606 6,585 

Kenya Distnbutive and COmm Workers’ Union 1,500 1,402 5,806 

Kenya Local GOvt Workers’ Uniou 1,600 2,898 2,441 

Railway Afncan Workers’ Union 6,700 6,565 5,984 

Dock Workers’ Union . 3,420 1,791 1,595 

Source: “Annual Reports-’’, Department of Labour, 1935, 1957 and 1959, 

Table 5 : Registered and Paid-up Membership of Some Natipmil Unions 

Union Regd Membership Paid-up Membership 

Transport and Allied Workers' Union 3,185 ■ 336 

Domestic and Hotel Workers’ Union 2,480 1,703 

Federation of Building and Construc- 

iiofl Workers’ Union 6,585 1,960 

Railway Afncan Union 5,984 ' 3,990 

Kenya Local Govt VVorkers' Union 2,441 600 

Kenya Petroleum Oil Workers’ Union 962 250 

..SoMlfSfl s '".Aquual Report'Lkbotfr Department, 1958. 
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Yearly R» 73 00; Half-yearty R». 36.I0; 
Quarterly Rt 18.23. For further detaib, 
please contact: The Circulation Manatw, 
C/o The Economic riMM, The Times of India 
Auilduig, ^.. Dadadbhoy Naoroji Road, 
Bombay ]»< 


Any business, if it is to succeed, needs a dynanuc 
approach. That’s where The’Economic Times conies 
in. It brings vital financial information from all over 
India and abroad to the homes and offices of indus¬ 
trialists, financiers, executives, traders.. of all busi¬ 
nessmen. ■ You neeJ to have the latest, first-hand 
news about export-import, commodities, Qpmpany 
meetings, shipping and transport, taxation, insurance 
...acomplete picture of today’s economic scene. 
The Economic Times gives it to you at a glance. 
■ It goes ftirther than that...to labour problems, 
development projects, business prospects, comment¬ 
aries and andysis, enabling you to plan efficiently 
for the future. Get yourself an invaluable business 
aide in The Economic Times. 
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$l(«i« h acute dMUtii ef a aecoml 
ijiloe' leaderaiilp. .Tabl6 4 sJl^bint ' 
the imnnberslitp of a few -iiatiesyil 
UQioiis during 1^*59. Table 5 

edtows the difference between regie* 

. membership and paid-np 

membendiip In 19^: ■ 

The term ‘indukrial-.Repute' has 
been Bsed in preferenetj to *in<hj«- 
rial rations’ because of the ab¬ 
sence of institutionalised labour 
relations on any continuous basis. 
Labour unrest Jn the coionjr oMbe 
traced back to 1922 when qpnryPf 
Thuku started a mass protest 
movement against forced labour 
and carrying of ‘kipande’. Under 
the Native RegletraUon Ordinance 
1919, the African worker was re¬ 
quired to register with the govern¬ 
ment by giving all his finger prints. 
The document is called ‘kipande’ 
and bears endorsements of various 
jobs, wages, conduct, pieriod of 
employment with each employer 
and reasons for leaving the job.s. 
The kipande has to be carried on 
his person by every African workei. 
Hairy Thuku toured the country 
and was successful in building up 
a strong agitation in the major 
cities. He was arrested in Marcli 
1922 and was imprisoned. An an¬ 
gry mob of workers raided the jail 
and in the ensuing riots threi? _Afri- 
can were killed Harry Thuku was 
deported to Kismayii. 

Political Awakening 


workers of Mombasa in 1939 and 
of the Uplands Bacon Factory 
Workers in 1937 have been incii- 


of » tribtmal «wtH. 
The atrikei .mmis daefeunad illegal 
; ttn,iter the Essentia’i Services U^fdi- 
-nance 19S0 and 279 woricers were 
arrested and sentenced to various 
terms of imprisonment. 

The most recent idrikes in Kenya 
have been marked by the peaceful 
and disciplined ctmduct of the wonk- 
era. Most of these strikes, though 
alleged to be politically oriented, 
have been successful and workers 
have been able to secure many bene¬ 
fits. The strikes organised by thr. 
tobacco’ Breweriea and Bottle Work¬ 
ers' Union lasting IB days, the Rail¬ 
way Workers’ Union lasting 21 days 
and the Athi River Factory Work¬ 
ers’ Union could be mentioned in 
support of this statement. Table 
6 shows the number of disputes, 
workers involved and man days lost 
dpring the years, 1951-1958. 

Table 6 t Work Slappages Caused by 
Industrial Disputes 


« 

<• 

No of 

1 Stoppages 

No of 

Workers 

Involved 

1 Man Dav! 
! Lost 

1951 

57 

6,610 

10,708 

19.52 

«4 

5,957 

5,718 

1955 

59 

5.2-21 

2.674 

1954 

33 

1.518 

2,026 

1955 

35 

17,852 

HI.870 

1956 

38 

5.173 

28,230 

1957 

67 

21.809 

23.675 

19.58 

96 

21,395 

59,096 

Source 

“Annu.i 

1 Report ”, 

Labour 


Dcparlineni, 1958 

It will be observed that, with the 




, „ I,. ' vi\.w 

also, t^teiimted to the vnrMt '$* 1 ^ '••• 
toer, .Jpbbr. JUt4tu^l 
tions itad niciai dbtcriinination have ^ 
exaoerl^ted the aitoafion. Personnel . 
adminiattetHM) at nwitegement func¬ 
tion iUte not been accepted by the 
employers and few trained person¬ 
nel jMsagers are amplo^d in 
Kenyi's industries. Part of the ba- 
lanib should also rest on the trade 
union leaders who have generally 
maintaiiied sm uncompromising atti¬ 
tude ,,10 bargaining with the employ¬ 
ers. 

Sovereign rights will soon be 
transferred to the African in Kenya 
and the destiny of the country will 
rest on the decisions of the Africans 
and tlieii government. With its well 
developed political parties, mature 
and western educated leadership and 
the social change already initiated 
by British rule, Kenya is bound to 
take the road to industrialisation 
and rational, liberal institutions 
This will call for tremendous adjust¬ 
ments on the part of the workers. 
Fioni illiterate, ignorant, migratory, 
leisure-liking and unstable workers, 
African labour has to emerge as a 
.vtablc and productive work-force. 
7’he trade unions will have to play 
ihcii part nut only in achieving 
social cohesion but also in giving 
llieii members a solidarity directed 
to invest them with power for col¬ 
lective action and bearing new res- 
ponsilnlilv. 
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nation but Kenya’s two principal 
parlies have increased their hold on 
the unions and have provided 
leadership to many of the unions. 
Poor wages, bad working conditions, 
low standard of living and lack of 
freedom of choice combined with 
the workers’ recently-acquired deter¬ 
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Thraa y»u-« ago, it atruoK P.€. Seaha.dri that ha 
had aaan hardly anything of hia country He decid¬ 
ed to do aomathing about It , .THIS year he will 
complatethe final lag of hla tour I Ma’a fifty-three, 
looha ten yaare younger, and ha« won the voterana’ 
race at the Burmah-Shatl meat for alx yaara run¬ 
ning. Ha haa received three long service emblama 
and hie Interoata include amateur dramatioa, 
eeelal welfare, eporte, travel and photography 

I ,..TOTNEUITIMiy*PAIU 

He •Igna/endoreea aome TOO receipt or payment 
documente every day.Ohief Caahler with Surmah- 
Shell, Madras, S'eshadrI Is In charge of the Cash 
Section consisting of fifteen men His section 
rdeelvas money amounting to aaveral loKhe every 
day and is responsible for makiog day to day 
payments. What la his most Important task? 


"Balancing the books," he says, "is of the utmost 
Importance The accounts must tally ssch day to 
the last naya paisa " They always do I 

TODAV. «( EVER, PEOPLE LIKE.iEtMDRI 
ARE WORXINQ FOR YOU 

SeahadH doesn’t Just have hobbles He Is good st 
them. One of his photographs won a second prize 
In a company competition. Liked and respected by 
hla colleagues, SsShadri can look back with aatls- 
fadtlon on a happy, fruitful career 

Beahadri and.people like him—at all levels of 
responsibility—ars Burmah-Shell.Today, as evsr, 
they are' herd at .work working to eneure that 
Vital petroleum produots ossential to India a 
growth and progr'esa are brought to you at the 
right place and time. In the right ctuantitlea 





BtlRMAH’SHELL are People in the service eflie People 
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■' , ' for the World Bank 196^^3 toot « year, fudging by. the volume bj fresh development dssis- 
■^teayoe'-Committed. The total of naw toqfis fngde .during the year was oWy slightly higher than one-half of the 
' “lopd, fOf the'previous year ai^'far below the-average for the ^previoas five 'yOtirsl' *. 

>. Shortage of reavtt^s wasi cerUdrily not responsible for the fall of in lentBng activity. In foot, with 
\ **. ^ bonds its contiksied Mtceess in seUing parts of its ItWis' to other investors, the , 

, World BonlTs liquidity posQion 'remains 'exceptionally good.. 

It appears reasmabie to suppose, therefore, that last year there was u decBsie in the demand for asm- 
lance frdm the Bank, This .is hot eno'refy unexpected, for many countries who -have been active customers 
of thse Bank in the past now pnd that they have reached the limits of their ability to borrpw on the 
terms on which World Bank lofins are snAde, < ■ 

These countries are 'naturally turning io the I D A whidh .in 1962-6i3 increased As loans substmtiatly. 
But before it can Ire, i/f a position to meet adequately the developing countries' requirements of ‘soft* leans, 
the ^resources of the IDA will have Ko be suhsiaatially augmented. 

JThe . / D A is totally dependent ore contributions for itf developed member countries for resr^ces. 
These countries have tentatively agreed to provide $ 750 million to the IDA for tending during the'next' 
three years. However, even this will not go far enough. The search for'adwBioncd resources for the I D A 
will be a contirming one and Us success will depend ultimately on a shift in emphasis by the aid-giviug 
countries from bilateral to multilateral assistance. ’• 


JN tprtrts of nfw loans, 1962.63 
, was an exceptionally poor year 
for the World Hank. The Kaaik 
made 28 new loans during the year 
totalling $ 448.65 million compared 
to S 882.3 million in 29 loans in 
1961-62 (See Table 1). Over the 
five years from 1957-58 to I961.62i 
assistance by the Bank had averaged 
y 7(M)"mjliion per year. But unlike 
the I D A, it was not lark of *re- 
sourees which restrieted the Bank s 
operations. As will be seen below, 
the Bank’s resotirces position <onti- 
oued lo be (oinfoitaMe The low 
level of lending reflected a fall in 
the demand for assistance for pro- 
jeet.s which satisfied the Bank’t 
stringent standards of credit-wortlii- 
ness. 

.Thi.s may have been no more than 
an aerident of the calendar; as the 
Bank’s report points out • “Large 
fluctuations between years can be 
Caused by accidents of the ealendar. 
whereby large loans jnst before oi 
after the end of June materially af¬ 
fect the total for a fiscal year”. This 
may- be fiart of the explanation, 
particularly since 1961-62 was a 
ear of exc.epti6nal]y high lending, 
ut it lb also likely that mapy eoun- 
"ti’ics syho' liave been active custom- 
- ets of the Bank in the, past are now 
finding that they have reached the 
Hriiits of their ability to add to 
their indebtedness, on the ‘bard’ 


terms on which Bank loaiis arc made. 

In his farewell address to the 
Bank’s Board of C'ovemprs'last year 
in Washinrton, the then President 
Eugene Blade had warned of this pos¬ 
sibility. ,He had said • “The total 
amount lent by the Bank this yeai 
was much higher than in any previ¬ 


ous year. But we cannot expect the 
rate of lending of the Bank to conti¬ 
nue to expand in future years. Indeed 
it niay prove difficult to maintain 
the Bank’s operations at their pre¬ 
sent level. Many of the Bank’s pre¬ 
sent member countries cannot pru¬ 
dently assume further hard debt 



Table 1 1 World Bank in 1962-63 

, - 

Country 

Purpose , Amount, 

f$Mah(my 

fcolonibia I 

Power 

SB 

11 

Trail-port (Railway-) 

.10 0 

III 

. Steel ^ 

30 0 

Cypnis 

' Po» er ' 

31.0 

El Salvador • 

Power 

6.0 . 

Finland 

Power 

25.0 

India 

' Inclu-lry (ICICI, fpr re-lcnding)' 

30.0 

larael 

Traiu-puri (Road-) 

22 0 

Mexico 

Irrigntion 

12.5 

Morocco 

■ ' Industry (Development Bank, for re,-lending) 

15.0 

Nicaragua^ 

Irrigation 

2 6 

Nigeria 

Tian-purt (Ports) 

135 

Pakistan I 

t ransport (Railway-) 

18.25 

II 

Transport (Railways) 

4.75 

in 

Industry (development Bank, for re-Iendmg) 

20.0 

Panama 

. Power 

40 

Peru 

7'raiitiport (Railwaiyb) , 

13 25 

Philippine- I 

Indusliy (Devclopmenl Bank, foj rc-lending) 

13.0 

n 

■ Power 

3.7 

Smaaporc 

Power 

150 

Swaziland 

Power 

42 

Thailand I 

Irrigation 

'5.6 

11 

Irngation 

3.4 ' 

ni 

Power 

66 

IV 

Transport (Roads) 

35 0 

Uruguay 

Transport (Ro.\ds) 

18 5 

Yugoslavia I 

Power 

30.0 

It 

‘ Transport (Roads) 

35.0 

Total 

■ -1 -- 

44&M 
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ivitliout jmpudiiiiilg theiv 
anrt of athtmt 20 new jnembcrs ej<- 
pocted to join the Bsnk within the 
next year or two, few will be a 
position to service loans from the 
Bank". 
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AMistiince Reduced 

In these circumstances, it is to the 
Bank’s associate, the international 
Dteyelopment Association, that deve¬ 
loping countries may be expected to 
turn increasingly in future. But the 
IDA could not make up for the 
fall in World Bank lending in 1962- 
63, largely because it had more or 
less exhausted all the resources with 
which It started operations two and 
a half years ago, and efforts to en¬ 
dow It with fresh funds had borne 
no fruit. As a consequence, devc- 
velopment assistance extended by 
tile World Bank group as a whole 
—the developing countries’ princi¬ 
pal source of multilateral assistance 
— was reduced by about $ 300 mil¬ 
lion in 1962-63. 

The new loans made in 1962-63 
brought the cumulative total of 
Bank loans in the eighteen years of 
its existence to S 6,9«3 of which $ 
5,425 had been disbursed by June 
30, 1963. Unlike fresh loan com¬ 
mitments, disbursement of bank 
loans in 1962-63 was the highest 
yet recorded, being i 620 million. 
This was a big jump over the previ¬ 
ous yeai'b figuie of 3 485 million. 
In view of the very high level of 
Bank lending between 1957 and 
1962, the sharp rise in the disbuse- 
meiits was to be expected. 

Swina Back to U S 

The utilisation pattern of World 
Bank loans had shown a trend of 
sharply increasing purchases from 
Western Europe in the last few years. 
In 1962-63 this trend was reversed 
and out of a total $ 399 million, 

for which details of purchases were 
available, $ 132 million or about a 
third, was spent on imports from the 
United States. This reflects the in¬ 
flationary trend in the countries of 
Western Europe which led to the 
disappearance of their persistent 
trade surpluses of the earlier years. 

The regional distribution of Bank 
loans in 1962-63 was much more 
even than in the previous yeai when 
Latin America had accounted for 
almost half of all assistance. In 
1962-03 Asia and the Middle East 
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fuHwe, got the largest ahiace of- MwtaiMiB 
with a total otf 9 179' mliffion 
per cent). Latin American ooun- 
tries got 9 126 million (28 per 
cent), Europe 9 111 million (27 per 
cent) and Africa 9 33 million (8 
per cent). Table 2 classifies all 
World Bank loans up to June 30, 
1962 by purpose and area. 

Purpose-wise, transjmrtation loans 
were the most important in 1962- 
63, accounting for 9 190 million (42 
per cent). Loans for power deve¬ 
lopment totalled 9 124 million (28 
per cent). Loans lor transport and 
poster thus ai*couiited for 70 per 
per cent of all World Bank assist¬ 
ance in 1962-63 which is in keeping 
with the past pattern. Rut in recent 
years loans to industry, mainly 
made through selected development 




iuuiks 'in -dm.'raei^MiHiit' tcowntriM^'-'' 
!iav6 gradiiglly inerdaseij and i« 
1962^63, 'they amonnCod to 9 110 
milUoij, or a fourth of all ttssistauce;. 

Intfia is a typical example of a 
country which year reduced ito 
dependmice on the Bank for aid and 
turned increasingly to the J D A. 
India received juat one loan of 9 30 
million for thq I C I C I compared 

to five loam totalling $ 145 million 
in 1961-62 which Was rou^ly 17 
per cent of total Bank assistance in 
that year. Details of all World 
Bank loans to India are given in 
Taht 3. 

Sources of Funds 

The World Bank’s sources of 
funds for its operations are capital 
subscriptions by member^ loans 




Table 2 : World Bank IxMins ClaRsIfied hj ParpcMe and Area 

(Afi7/ion $) 


Areas 


Purpose 

1 

o 

ri 

U 

C 

5 

Asia and 
Middle Ea 

la 

< 

I 

Europe 

i 

li 

(A) Development 






1 

Loans 

6,486 5 

917 6 

2,354.6 

417.7 

1,067.7 

1,788.8 

(1) Electric Power 

2,386.0 

2516 

616.3 

129.8 

464 0 

974 9 

(2) Transport 

2,260.9 

442 5 

1,022.6 

132.8 

103 4 

660 1 

(f) Rol'.waya 

1,089 8 

274.1 

600 5 

37 3 

2.3 

175.6 

(ii) Roads 

7416 

87 7 

209.0 

60.9 

35 0 

368.9 

(HI) Shipping 

12.0 

— 

— 

— 

12 0 

— 

(iv) Ports and 







Waterways 

296.7 

30 7 

193.5 

— 

46.9 

26.6 

(V) Airlines and 







Airports 

56 9 

— 

56 

441 

7.2 

— 

(Vi) Pipelines 

' 64 0 

50.0 

14 0 

— 

— 

— 

(3) Communications 

26 9 

4.4 

— 

— 

OS 

22.2 

(4) Agriculture and 







Forestry 

528.8 

501 

178 6 

108 4 

873 

100.0 

(1) Farm mechanl- 






sation 

1211 

— 

— 

89 4 

20 

29.7 

(Ii) Irrigation and 







Flood Control 

330.6 

35,0 

163 9 

60 

73.3 

62 4 

(lii) Land Clearance, 






etc 

49 3 

221 

13 6 

60 

21 

5.5 

(Iv) Crop Processing 






and Storage 

7.0 

1.0 

— 

— 

4.2 

1.8 

(V) Livestock 







Improvement 

12 6 

10 

10 

— 

— 

10.6 

(vl) Forestry 

82 

- 

— 

20 

6.2 

— 

(5) Industry 

1,128.9 

120 0 

562.8 

52 7 

812.2 

81.6 

(1) Iron and 







Steel 

380 3 

— 

314 2 

13.4 

22 7 

30.0 

(li) Paper and Pulp 13.S 7 

— 

42 

1.1 

113.4 

20.0 

(111) Fertiliser and 







Other Chemi¬ 







cals 

82 0 

— 

25 0 

03 

567 

— 

(Iv) Other Industries 97.0 

— 

52 

237 

58 8 

0.3 

(v) Mining 

203 5 

1010 

54.6 

14.2 

119 

21.8 

(VI) Water Supply 

2.0 

— 

— 

— 

2.0 

— 

(vil) Development 







Banks 

225.4 

19.0 

159 2 

—■ 

46.7 

05 

(6) General 

206 0 

40.0 

75.0 

— 

90.0 

— 

(B) Reconstruction 







Loans 

4»6.7 

— 

— 

— 

496.7 


(C) Grand ToIaS 







(A-l-B) 

6,983.2 

917.6 

2,354.6 

417 7 

1,554.6 

1,788.8 
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to i09<m»hi 4^ nudiiMr 
'0m fiai^.'«»d cefMtynwnt ol Imo^ 
.,^liiki ito: lieimtuw^t only" the tts- 
nsvnry of luntfe turiginally derivea 
'^ta on^i of the t^ove wurt*#, 
l|it»e the .«ut»e effea «woe tiiey 
'Mfice tile Tplutne of additiouBi 
{uada the Bank haa to d>tain to 
ivwRsin a given volume of ivoA 
- lending. 

A aignificant feature',of the W^orld 
Bank's operations in recent years 
bos beep the broadening of 
sources from vrhlch the Bank dt^ws 
funds lor operations. In the imme¬ 
diate poe^war years the Bank hod 
to depend on United States for 
almost all its resources. Thus the 
U S capital subscription of $ 635 
million was the first to be ntade 
freely available to the Bank for 


•v,-e,v>V . 

(ini <£<.''» land^ *' itsE^iidlyj 'j&ankV 
pddim «*a Ite mtia in'19*7' 

nudfiiiy of § millMa worth wt bmuda im 
if loam, Uniied. States. But ^ oitono- 
" the'if- VKoveij of other conntnea, 

derived „.partiplil«rj|y tha countries of Weat- 
sources, •<"> £urc^ hM led to the widening 
see they ^ ■ antomational support for the 
dditfonsi Bank’s qmrationa. These eountriM 
htain to have inoeasiugly made tinir toph 
of fresh tol subscriptions available for iemi- 
Ing, mostly oa a convertible basis. 
w \7orld ^ market for 

tit vrmn honds issucd by the Bapk has. also 
r ntA. widsnod. Thus new loans niasd 


in 1962-63 wcrfc gll putside the 
United States. But since the Bank 
was in a liquid position, fresh bor¬ 
rowing- was limited and was just 
enou^ to oGfaet maturing istoto 
and redemptions. In fact, the Bank’s 
total funded debt declined margi¬ 
nally by S 2 million to | 2,519 


4'SS!(P»‘ id 

nullMiKWivuig' .‘(hin-: yowi.. •' i ^ ; 

An liWMtont itotar oantrihitonc 
to liquid poslth^ b thb 

contintM bi||^ levd of sales «f 
parts til the Bank’s loans to'other 
investors. ■ Such saleai, which oOh 
ounted' fo S 213 mithon in 1962-i^ 
have tepleniahed the Bank’s funds 
by ovSf $ IJOOO million , in the Isat 
fourjMuni. Of the euraulative total 
df Widld ,Bank loSns of 9 6,988 
milliom over f 1,600 million has 
been stdd to other investors. Bt^y- 
menis amount to about $ 600 mtuieo 
BO that the total of loSos lufd. % 
the Bank stood at I *,712 ndilieB 
dn June 30, 7963. 

lire Bank, has also been able to 
build up substantial reserves oiut of. 
its earnings oyer the year^. Ifi 
1962-63 net earnings (exclusive or 
receipts from the 1 per cent tumuat 


Table * i World Bank Loans to India 

(Up to June 30, 1963)’ 


Purpose 


(S| tlal 

llli 


^ S .O'*- Loans Sold or Agreed 

I 1**^ f •* to be Sold by Bank ? »* _ - 

ill I 111 Touil " I all ll 


lilt 


a Total POftton S S J» *S ^ 

a Sales Matured J §?§ •§! 
£ (Million *. (b«ll!on ?)§.3±’i £■ 


Publio Sector 


flailwa^ I 

18. 8.49 

1950-64 

4 

34.0 

12 

9.17 

17.74 

'4.94 

16,56 

5.89 

32.8 

Agnoultute 

'.49. 9 49 

1950-64 

3/s , 

10.0 

2.8 

7.8 

4M 

— 

7.2 

Power (DVC 1) 

18. 4.50 

1955-70 

4 

18.5 

1.78 

I 48 

5.87 

5.39 

. 9.37 

16.72 

Power , (DVC IIJ 

23 1 53 

1956-77 

ty» 

19.5 

90 

1.43 

0.85 

0.51 

8.23 

105 

. Atr-India Inteniational 

5. 3.57 

1963-65 

5/s 

5.6 

- 

—. 

—. 

— . 

5.6 

9.6 

Railways 11 

12 7.57 

1961-72 

5H 

24.0 

— 

1.53 

.— 

— ■ 

22 47 

240 

Railways III 

12. 7.57 

1961-72 

5W 

19,11 

— 

122 

— 

— 

17.89 

19.11 

Railways IV 

12 7 57 

1961-72 

5H 

11.2 


0.72 

— 


10.48 

11.2 

Railways V 

12 7.57 

1961-72 

5>4 

35.7 

-- 

2.28 

0.49 


32 93 

35.7 

Madras Port 

25. 6 58 

1963-78 

5/s 

14,0 


—, 

0 59 


13.41 

5.4 

Calcutta Port I 

25. 6.58 

1963-78 

5/s 

29.0 


—, 

1.11 

, — 

27.89 

15<16 

Power (DVC ni> 

23 7 58 

l%l-78 

5H 

25 0 

3.0 

0.55 

0.31 

0.26 

21.14 

19.36 

Railways 'VI 

16. 9 58 

1963-79 

5?4 

85.0 


—. 

3 62 


81.38 

85.0 

Power (Koyna) 

8, 4.59 

1965-84 

5/4 

25.0 

63 

—. 

,— 

- 

18.70 

12 11 

Railways VII 

15. 7,59 

■1963-79 

6 

50.0 

— 

— 

3.76 

- 

46,24 

50.0 

Railways VIII 

29, 7,60 

1964-80 

544 

70,0 

— 

— , 

2.05 

-r 

67.95 

70.0 

Calcutta Port 11 

17. 8.61 

1966-86 

944 

21.0 


-- 

1.09 


19.91 

O.l 

Railways. IX 

Private Sector 

,13 1.0 61 

1965-81 

544 

50.0 

—— 


1 18 


48 83 

9.16 

Industry (IISCO 1) 

18 12 52 

1959-67 

444 

31.5 

2e3 

8 72 

0.7 

07 

19.78 

29.2 

Power (Tata 'Group I)' 

19 11.54 

1958-74 

444 

62 

2 3 

1.27 

1.36 

1.36 

11 27 

13.35 

Industry (ICICI l) 

14. 3.55 

1961-69 

4H 

10 0 

— 

1.49 

— 


8.54 

9,41 

Industry (TISCOT) 

26 6.56 

1959-71 

444 

75.0 


12.64 

3.06 

2 36 

59.31 

75.0 

Industry (HSCO II) 

19.12 56 

1960.67 

5 

20.0 

— 

4.39 

1 03 

1.03 

14.58 

19.61 

Power (Tata Group II) 29. 5.57 

1960-75 

544 

9.8 

— 

1.07 

—- 

— 

, 8.73 

9.26 

Industry (TISCO II) 

20.11.57 

1960-71 

6 

32.5 

— 

— 

15.0 

12.0 

17 5 

32.5 

Industry (ICICI II) 

15. 7 59 

. 1962-69 

_* 

10.0 

— 

— 

— 

— 

100 

4.81 

.Industry (ICICI III) 

28 10.60 

1963-70 

_• 

20.0 

— 

— 

— 

- 

25?, 

3,7 

Coal 

9. 8.61 

1966-76 

544 

35.0 


— 

0.88 

— 

34.13 

— . 

Coal (IISCO III) 

22.12.61 

1967-74 

544 

15.5 

— 

—. 

— 


— 

— 

. Industry (ICICI IV) 
Industry {ICICI V) 

28. 2,62 

1977 


20.0 

— 

— 


—1 

20.0 

—^ 

5. 6 63 

Not fixed 

—* ' 

3ao 

S8.^ 

80.19 


4Ul 

682.18 

82Si7 


* The interest rate oa these Iqbfti was not fixed at the time the loans were signed; interest rate will be fixed for each part 
of the loan at U»e Bsnh’e eucreM sals when A k oenunltted for a specific project. 
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tinniniSBton payaWe on ail laaMB, 
the proceed! df whidi can he ipied 
only to meet liabiliticB of the Bank 
in ca*e of default) were $ 83 imlR- 
on, an increase of S 13 million 
over the previous year and the 
highest achieved so far. The total 
of reserves which can be drawn 
upon to finance new loans now 
amounts to $ 558 million. , , 

In view of its ability to sell large 
chunks of its loans to other investors 


r I , . ,4 ‘ ' 

kwd to fain in»(i teds fitm Ilia 
capital markets, it does not appeer 
likely Aat the World Bank wiA th 
the foreseeable future - be handh 
rapped by idtottagc Of nesanrees. 
However, - the means on which it 
depends to raise resources dictate 
that the Bank's loans will continue 
to be "hard” — of relatively ehort 
maturities and carrying commercial 
rates of interest. It is tfte limited 
ability of the developing countries 


ttt bdtiywe till daMte 

aeall^' teotrict ^ ace^ 

Bardt's actlvfdes ih futore. 

tntnnuitional OevelapaneM 
Association 

In 1962-63, the second full year 
of its operations, the IDA near¬ 
ly doubled its assistance compared 
to the pieviouh year. New loans 
amounted to t 260 lUilUon as 
against S 134 million m 1961-62. 


! 

One of the fastest growing 
general insurance comoanies in India 


MADRAS MOTOR & 
GENERAL INSURANCE 
COMPANY LIMITED 



Tha stability of a general insurance company depends 
upon the continued patronage of its clients. The ability 
to expand the field of activities and serve new clients 
sets the pace of Its growth. 

The swift and steady growth of Madras Motor & General 
Insurance Company limited indicates that it possesses 
both these qualities in ample measure. 
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MARINE 



1962 

Paid«up Capital 
Reserves 
Insurance Funds 
Total Assets 
Gross Premiums 


Rupees in Lakhs 
30.00 
23.16 
36.22 
I36JB 
64.99 





1960 1961 1962 


MADRAS MOTOR A GENERAL INSURANCE COMPANY LIMITED 

Registered Office. 52 Peters Road, Royapettah. Madras-14. 

Post Box No. 671-Telephone 865SI (3 lines) (Member of TVS Group) | 

Branches' Bangalore-Bombay-Caicutu-Coimbatore-Madurai ~ 

Nellore.Salem-Secundcrabad>Tiruchirapalli-Tirunelveli*Vellore 1 

. 1 “ Sub-branches- Davangere-Mangafore-Trivandrum-Vlsakhapatnam | 

London Agents: M/S. MUIR BEDDAL BOD/Ta CO- LTD,. 37 Gracechyrch Street, London, E.C. 3 


1694 





sa 






’1]^^ wjw once again the ^ri'ncipil 
becMfidary of 1 D A aasiatanoe, i«> 
Ceiving 8 1^5 million or 68 per eoAl 
of the total. Tahle 4 summariMH 
IDA loans so fai:, while details oi 
assistance to India are given m 
Table 5. It will be seen that India 
has received over 60 per cent of all 
IDA loans so far. 

All IDA loans have been made 
on identical terms. They are repay' 
able in foreign exchanjc^e over SO 
years, free ol interest In each case 
there is a ten year period of granoi 
following which 1 per cent per nin -, 
num IS repayable over the next 10 
years and 3 per cent in each of the 
final ten yeans To meet the IDAV 
administrative costs, a servit e t hargc 
of 0.75 per cent is payable on 
amounts withdrawn and outstanding. 

Though IDA’s assistance in 1962- 
63 showed a sizeable increase over 
the previous year, the Association 
was throughout haunted by the spec¬ 
tre of fast-depleting resources The 
initial subscriplion.s to IDA includ¬ 
ed about $ 765 million in freely 
convertiblv curreniies, to be paid 
over a five-year period and to be 
available for commitment by the 
IDA m its first five years of opera’ 
lions. This amount has since been 
raised to $ 775 million by a supple¬ 
mentary contribution by Sweden. 
Of this $ 495 million had been 
committed in development loans by' 
the end of 1962-63, leaving a ba¬ 
lance of about S 280 million. The 
amount available for fresh commit¬ 
ments IS. however, considerably less 
than this balance since loans amo¬ 
unting to $ 102.5 million which 
were to be extended lo Pakistan in 
1962-63 yet remain lo be negotiated. 
On the other hand. IDA assistance 
to India in 1962-63 included S 15 
million which should be allrilmted 
to the year 1963-64 The net effect 
of these two adjustments is lo ic- 
diice the IDA’s uncommitted tv- 
•sources at the beginning of the cur¬ 
rent fiscal year to $ 193 million 

Search for Fund* 

Obviously then the IDA will need 
additional resources if it is to raalp- 
tain the level of its operations in 

1963'64, let alone expand it. In view 
of the ‘soft’ terms on which its loans 
are made, neither of the methods 
adopted by the World Bank to aug¬ 
ment its resources issue of bonds 
and sale of loans to other investors 








he aVfdtaMe to the 'IDA. 
Under the cirountiances, its reMiir- 
CCS can be anpwnted only thrsagh 
supplementary ooinributiom by me 
d^^oped mMnber cdutrtries. 'Rtese 
countries have now agreed to nwlce 
available to the IDA an additional 
$ 750 million in freely convertible 
currencies which would be avatiable 
for commitment up to at least the 
end of 1965-66. Payment would be 
made in three annual instalments of 
$ 250 million each, the first instal¬ 
ment being due in November 196.5. 
The additional contributions which 
each country has committed, siih- 
jeet to legislative authorisation, are 
given below . 


, yi*t '1 di » , 


The^ ' ^idijKlkmal cotitrlbiittlinf 
t 7&0 mUTm logger, with thte b»'-‘ 
lance $ IfW aullion with which 
the IDA ended 1962-63, will enable, 
the Association to commit on on 
average about $ 31S million per 
year during the next three years. It 
hardly needs emphasis that this is 
likely to be far simrt of the develop¬ 
ing countries’ demands on the IDA. 
The seftVeh for additional resources 
for IDA will, therefore, be a 
continuing one and its success will 
depend ultimately on a shift in em¬ 
phasis by the aid-giving countries 
from bilateral to multi-lateral aid. 
Table 4 1 Summary of Loan* by IDA 
(l/fi to June 30, 1963) 


(!ountry 


Country 

Auttralia 

Austria 

Belgium 

Canada 

Denmark 

Finland 

France 

Germany 

Italy 

Japan 

Luxembourg 

Netherlands 

Norway 

South Africa 

Sweden 

U K 

USA 


$ Million 


Total 

Assistance 


Disbursements 


CThife^" 

($ Million) 
"19 0 

2,5 

Taiwan 

1.3.3 

4.5 

ColomWa 

195 

4 t 

Costa Rica 

5 5 

f)l 

El Salvador 

8.0 

1,0 

Ethiopia 

13 5 

— 

Haiti 

0,4 

03 

Honduras 

90 

2.4 

India 

300.0 

18.5 

Jordan 

2 0 

0.3 

S Korea 

14 0 

0.2 

Nil firagtin 

3,0 

— 

Pakistan 

3'2 3 

0 6 

Paraguay 

60 

0 1 

Sudan 

13 0 

28 

Tunisia 

50 


Turkey 

26 7 

0,3 

Swaziland 

28 

2 1 

Total 

495 2 

68.4 


Table 5 i IDA Loan* lo India 

(Up to June 30, 1963) 


Purpose 


Transport (Highway 
Construction) 

Tube Well Iingation 
.Shetrunji Irrigation 
Proiecf 

Salandi Irrigation Projja 
Flood Protection and 
Drainage in Punjab 
Durgapur Power 
F.x tension 

Sone Imgaiion Project 
Pnrna Irrigation Project 
Koyiia Power Project 
Bombay Port Project 
Teilecommunication* 
Railways 

Kothagudani Power - 
Project 

Total 


Date of 
Agreement 

Maturities 

Service Gha 
(Per cent 
per annum) 

Principal 
Amount 
(S MilHon) 

Principal 
Amount 
Disbursed 
($ MiHkml 

21 6 61 

1971-2011 

0.75 

60.0 

3 89 

6.10.61 

1971-2011 

0.75 

60 

— 

22 11 61 

1972-2011 

0 75 

45 

0.45 

x-t 22,11 61 

1972-2011 

0 75 

8 0 

0 48 

22.11.61 

1972-2011 

0.75 

10.0 

1.84 

14 262 

1972-2012 

0 75 

18 5 

— 

29 6.62 

1973-2012 

0 75 

150 

_ 

1 18 7 62 

1973-2012 

0 75 

130 

2.7 

0. 8.62 

1973-2012 

0.75 

17.5 


14 1062 

1973-2012 

0 75 

180 

2.1 

14 1062 

1973-2012 

0 75 

42 0 

2 1 

22 3 63 

1973-2012 

0 73 

67 5 

148 

24 5.63 

197,3-2013 

0.75 

20.0* 

300.0 

48.5 


• Agreements providing thew credits have been signed but the credits do not 
become eflective and disbimcnients cannot start unul certain (oruialities, de- 
litcd by the I P A, «w completed. 
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Industrial Finance Corporatioii of India 

Speech of the Chairman, Shri K P Mathrani, ICS 
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'PHE following is the Speech deli- 
■*■ vered by Shri K P Math rani, 
ICS, Chairman, Industrial Finance 
Corporation of India, at the Fif¬ 
teenth Annual General Meeting of 
the Corporation held on Septem¬ 
ber 30, 1963: 


Gentlemen. 


I have great pleasure in welcoming 
if ' you to this Annual General Meet- 
),' ing of the shareholders of the Cor- 
,. poralion and placing before you 
the Fifteenth Annual Report of the 
I Board of Directors and the Accounts 
of the Corporation for the year end¬ 
ed the 30th June 1963. Printed 
copies of the Report have been cir¬ 
culated to the shareholders and I 
shall, with your pemission, take 
the Report as read. 

With the close of the year, the 
G>rporalion completed the fifteenth 
year of its service to Indian indus¬ 
try. As the shareholders are aware, 
;■ the Corporation was established on 

- the 1st July 1948, ie during the 

very first year of our Independence. 
The activities of the Corporation, 
therefore, reflect to some extent, the 
results of the efforts since Inde¬ 
pendence to establi.sh a sound in- 
duatnal base for developing the 
economy of the country, particular¬ 
ly in the private sector. Starting 
1 from a modest beginning, the acti- 
, vities of the Corporation have pro- 
' gressively increased both in scope 
and in magnitude. Apart from rupee 
, loans, which still constitute the 
major part of its operations, the 
. Corporation now sanctions loans in 
foreign currencies, gives guarantees 
in respect of deferred payments and 
foreign loans and has, in addition, 
»• during the last few years, ventured 
forth Into promotional artivities, 
such as underwriting of public is¬ 
sues in the form of equity and pre¬ 
ference shares and debentures and 
also direct .subscription to such is¬ 
sues. The Corporation has thus gra¬ 
dually been a.ssuining the role and 
I functions of a development bank 
and not merely a lending institution. 


In order to project these widen- 
■{■tv ■ ing activities of the Corporation, 
'i ' " the form of presentation of the 

ym 


Annual Report has been uiiubly 
altered to give a con^lete picture 
of the totsl finttncial asdstanp ap¬ 
proved and ^ibursed by the Cor¬ 
poration instead of confining ^e 
statistics only to &e ioana saaetion* 
ed, as has been the practice in the 
past. The appendices, therefore, 
contain combined statistics . of all 
forms of assistance. Another notable 
feature of this year’s Report, is that 
statistics in the appendices to the 
Report have been prepared on the 
basis of net sanctimss, ie exclusive 
of the figures relating to the facili¬ 
ties approved by the Corporation 
which were subsequently not availed 
of by the applicant concerns or were 
cancelled or withdrawn by the Cor¬ 
poration for various reasons. 

Total Assistance 

During the 15 years of its ex¬ 
istence, the Corporation has sanc¬ 
tioned gross financial assistance of 
the order of Rs 202.7 crores. The 
net amount of the financial facili¬ 
ties approved during this period, 
after accounting for cancellations 
and withdrawals aggregating Rs 
38.37 crores, totalled Rs 164.33 
crores, made up of rupee loan."! of 
Ra 118.39 crores, foreign currency 
loans of Rs 9.29 crores, underwrit¬ 
ings and direct subscriptions of Rs 
9.^ crores and guarantees to the 
extent of Rs 27.17 crores. As 
against the facilities sanctioned, as¬ 
sistance of the order of Rs 102.57 
crores had been dislmrsed or made 
available till the 30th June 1963 
and the assistance outstanding on 
that date, after accounting for re¬ 
payments, aggregated Rs 78.92 
crores, 

\niile the figures of total assist¬ 
ance rendered by the Corporation 
are impressive enough, they do not 
tell the whole tale. Even more note¬ 
worthy is die total cost of the pro¬ 
jects which have come to fruition 
because of IFC assistance; this is 
estimated at R§ 433 crorea i e rou^- 
ly 30% of the toul net investment 
ill the organised industries in the 
private a«^ rince Independence. 
Viewed fn ilUa Rffhb l-F-C. may be 
said to 1 m^ piayM net ta inrignifi- 


cant part In. developing -die htdtis- 
trial economy of the country in the 
private sector. With die Oemtiihu-' 
lion it has already madei, the ex¬ 
perience it. has giined and th« in- 
serves it has built up, tbe CWpb- 
ration now stands poised t<f gaaUme' 
larger and more positive respensi- 
hilities envisaged by the Fmahce 
Minister in his statement in the par¬ 
liament on the 6th Septeml»r 1963. 

SatitfacUR? Year 

Turning to the year under Tcview, 
it has bMn a particularly satisfac¬ 
tory one in every respect — from 
the point of view of the variety end 
magnitude of the. assistance sanc¬ 
tioned and disbursed, the working 
results, the areas and regions assist¬ 
ed and the clientele served and the 
nature of industries financed. 
During the year the Corporation 
sanctioned financial facilities of the 
order of Rs 40.14 crores made up 
of loons aggregating Rs 22.61 crores, 
underwritings and direct subscrip 
tions amounting to Rs 5.19 crores 
and guarantees of deferred pay¬ 
ments and foreign loans totalling 
Rs 12.34 crores. The assistance dis¬ 
bursed or made available during 
the year was of the order of Rs 
22.43 crores, out of which the cash 
out-goings amounted to Rs 18.1 
crores. The figures of both the sanc¬ 
tions and disbursements are the 
highest in any one year since the 
inception of Uie Corporation, being 
almost twice the corresponding 
figures of the previous year. 

Our gross income for the year 
was Ra 394.72 lacs which shows an 
increase of Rs 90.54 lacs i e almost, 
30% over the previous year’s figure- 
The gross profit of Rs 167.26 lakhs 
for me p'car, subject to provision 
for taxation, is higher than that of 
the previous year by about Rs 37 
lacs. After providing a sum of Rs 
84.95 lakhs towards taxation, includ¬ 
ing Rs 5.76 lakhs towards super¬ 
tax for the years ended the Mth 
June 1962 and the 30th June 1963, 
the net profit for the year comes 
to Rs 82.67 laci. These reaulte 
could be regarded as ^atis^tory 
and satisfying. 
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Wlitt of ,Rs 30 Ijfkhs has been 
tramferred to the General Reserve 
fund which now atahds at Rs 166.08 
lalche. In addition Ba 17.60 Ukhs 
have been appropriated to the Spe¬ 
cial Reserve Fund under Section 
S6(l)(viii) of the Income-tax Act, 
1961. We have further transferred a 
sam of Rs 15.82 lakhs to the Spe¬ 
cial Reserve Fund under Super 
Profits Tax Act, 1963, With these 
appropriations, the reserves now 
total R» 3 crorea as against the 
paid-up capital of Rs 7 crores. ■ 

The Corporation did not have to 
make any further provisions towards 
the reserve for bad and doubtful 
debts, the balance in which now 
stands at Rs 14 47 lakhs. The ex¬ 
isting provision relates largely to 
three very old accounts, action in 
regard to which is in progress. It 
is hoped that the bulk of these will 
be cleared or regularised during 
the course of the current year. Apart 
from these, our bonowers have, with 
rare exceptions, been prompt and 
punctual in the payment oi our 
dues. Some of the old arrears of 
principal have been cleared and the 
percentage of defaults in the icpay- 
ment of the instalments of princi¬ 
pal has come down further fioin 
1.24% to 0.87%.. It is a matter ot 
some satisfaction that one of -the 
concerns which was in arrears foi 
some time past has now been leased 
out to enable liquidation of the 
account m an orderly manner 

I am glad to inform you that a« 
envisaged in niy last year’s Speech, 
the balance of Rs 18 lakhs in res¬ 
pect of the subvention availed of 
by the Corporation from Govern¬ 
ment for paying the minimum gua¬ 
ranteed dividend was repaid during 
the year and thus the statutory lia¬ 
bility in this regard stands com¬ 
pletely discharged. A provision of 
Rs 19.25 lakhs has been made in 
this year’s accounts towards the pay¬ 
ment of guaranteed dividend at 
2|% per annum in respect of the 
original issue of share capital of 
Rb 5 crores and 4% per annum in 
respect of the additional issue of 
Rs 2 crores made in March 1962. 
I am conscious of the fact that the 
present position in regard to the 
dividend in respect of the first issue 
is somewhat anomalous and T 
bope tlint a satisfactory solution of 
tius problem will be found when 


Prottiotional Aetlvltlti* 

Aa 1 have mentioned earlier, die 
promotional nattire of l.F.C.’s 
vides has been progressively in¬ 
creasing in the last few years. 
During the year under review, we 
approved 18 prop(»als for under¬ 
writing ot an a^regate amount of 
Rs 3.37 crores — Rs 1.52 crores in 
respect of equity shares, Rs 17 
lakhs for prefeience shares and Rs 
1.68 crores in regard to debentures 
In a number of casqs, the Corpora- 
bori has sanctioned 'underwriting 
facilities in conjunction with loans 
as also other facilities for substan¬ 
tial amounts. A notable underwrit¬ 
ing undertaken by us during the 
year was in respect of tile 6i% 
debenture stock 1968-77 of the Oil 
India Ltd., where we acted jointly 
W'lth a consortium consisting of the 
Life Insurance Corporation of 
India, the State Bank of India and 
Us subsidiaries, the Industrial credit 
and Investment Corporanon of India 
Ltd., and certain leading commer¬ 
cial banks, insurance companies and 
share brokers. The Corporation 
underwrote the stock to the extent 
,uf Rs 1.68 crores and in addition 
subscribed directly to the extent of 
Rs 1.82 crores. 

As you are, no doubt, aware, 
the Corporation did not enter iinder- 
wnllng business till December 1956 
after it had acquired adequate ex¬ 
perience of other activities and had 
aUo built up some reserves Since 
then, we have progressively increas¬ 
ed our operations in this field and 
have uptodate given net sanelions 
in 42 cases to the extent of Rs 7 66 
crores. During this period 28 is- 
Micn involving a commitment on 
our part of Rs 6.25 crores were 
actually placed on the market and 
shares and debentures worth Rs 
4.51 croies developed on the Cor¬ 
poration as a result of these ope¬ 
rations. The proportion of the shares 
and debentures which have devolv¬ 
ed on the Corpoiation as a result 
of its underwriting commitments is 
no doubt, quite large, but. as you 
will appreciate, this is due mainly, 
to the condition of the capital mar¬ 
ket. The projects assisted by us arc 
however basically sound and viable 
and we have eveiy reason to hope 
tfiat after they have gone into pro¬ 
duction they will give us adequate 
return. 


'' Tilt)' 

particularly riurine the lost low 
jjihnRii, is obviowjf, a raatCBr nf 
concern to us and as you will have 
seen from the press reporta, this 
question has been a subject of eon- 
sullatlou between the Central Gov¬ 
ernment, the Reserve Bank of India 
and (lie institutions concerned. It is 
our |eeling that this is a temporary 
phase which need not hold up the 
industrial development of the coun¬ 
try. We piopose to continue to play 
our part in the fulfilment of the 
I’lan targets in respect of industrial 
development in collaboration with 
otliei sister institutions. We sltall, 
naturally, review our policy in this 
regard from time to time in the 
light of the conditions that may 
develop. 

Foreign Cnrrenry Resources 

Whereas the hulk of our lending 
t'peraliOTis continue to he m rupees, 
the number of sub-loans m foreign 
currencies has been on the increase. 
Lpto the 30th June 1963, the Cor 
poration had approved sub-loans m 
foreign currencies for a net amount 
equivalent to Rv 9.29 crores. Out 
of tl»e two loans of .HO million 
dollars .sanctioned to the Corpoia- 
tioii by the Agency for International 
Development (AID) of the United 
States of America, the Corporation 
had committed itself to a sum of 
$14.85 million (Rs 7.07 crores). 
We have a number of pending ap¬ 
plications as also enquiries with u.s 
a I (I we therefoip propose approach¬ 
ing the AID through Govciiment 
for a further allocation. We are also 
roiiiiiiitted to a sum of D M 12.28 
million (Rs 1.5 crores) out of the 
tw(' D M lines of credit aggregating 
DM 10million. The demands made 
on us for sub-loans from the West 
German credits are particularly 
numerous and we, hope that these 
credits will be further supplemented 
in the near future. 

During the year under review 
i!ic Corporation was also sanctioned 
a line of credit from the Ranque 
Francaise du Commeice Exleriur, 
Fans (commonly known as BFCE) 
to the extent of 50 million Francs 
for financing the import of capital 
goods mainly from France and the 
relative protocol was signed in 
October 1962. A sum of 6.67 million 
Francs out of this credit has al¬ 
ready been committed. A beginning 
in the sanction of sub-loans in Japa¬ 
nese Yen equivalent to U.S. $025 

1697 


% >V ’' J*’ 


UW' .•.■wr*#r*>''V* 




iqjrfv* S ''J^ 


'i-nrff'>«>^'4»,*;#ef 'iS'-ii, 1 -t*,. i- 


uoMUcjn mt the athoant altefjfiwi 
to ui by the Central Covemntent 
laet ywr has el»o been made during 
the year. 

With the above addition* in 
foreign currency resources, the Cor¬ 
poration hopes to meet the foreign 
exchange requirements of its borrow¬ 
ers on a larger scale. However, in 
View of the fact that except for tile 
West Gennan credit, other CFedits 
are tied to purchases in the respec¬ 
tive countries, the gap in our re¬ 
sources of a substantial line of cre¬ 
dit in convertible currencies re¬ 
mains to be bridged. I hope that 
with the good oflices of the Central 
Government this vital need of the 
Corporation will be met in the lar¬ 
ger interests of the Indian industry. 

Dislribulion of Assisunce 

Apart from the quaAtum of assist¬ 
ance rendered by the Corporation 
during the year, its distribution is 
of some importance. For some years 
past, sugar industry has been the 
largest single recipient of our as¬ 
sistance. During the last year, how- 


tihhed'’29.45h cif tfie tote (ssaistawce 
flowed Ititahaiaabtra, AatMip 
and hlysoiv. Uttar Pradrah, Orissa 
ond'Punj^ hive als6, claimed a 
sixeabie, proportion of our sanctionB 
daring the year. Tlius, in conson¬ 
ance with the ■ Government direc¬ 
tive, a larger' proportion of our 
assistance is being availed of by 
the less developed parts of the 
country. 

Industrial Cooperatives 

As -in the past, the Corporation 
has paid particular attention to in-, 
dustrial co-operatives. The net finan¬ 
cial assistance approved by the Cor¬ 
poration upto the 30th June 1963 
to this sector' of industrial economy 
amounted to Rs 36.86 crores repre¬ 
senting about 22% of the total sanc¬ 
tions by the Corporation. This as¬ 
sistance hag been sanctioned to fifty 
sugar factories, three spinning mills 
and one unit engaged in the extrac¬ 
tion of vegetable oil. These co¬ 
operatives, I am glad to say, have 
been meeting their obligations to 
the Corporation in time. 
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v^aiiqi, tfamr. acIpOBes 
ad^Tijntege of 

Corporation, Tnis «aay avsamatti 
give, rise to cdmpldinfs M, 

We have, however, found t)^ We 
time speat 'in canifni «ianllt»tion 
at that staM lea«is to iMm es^^i- 
tioiis completioa of and 

their successful operation ito the 
lohg run. . ' , 

Al the last Annual Cenefkl Meet¬ 
ing I informed the sharehoMdra -that 
the Corporation bad entoraa .tbe 
raqrket for th^ issue of bbndi fbr 
Rs 6 crores at 4^% p-a. at an issue 
price of Rs 99.50. The issup'.wos 
fully subscribed. 1 take this ^por- 
tunity of thanking the shareholders 
and other investors for their sup¬ 
port in making the issue ^a success. 
The Corporation has also, since the 
1st January 1963, taken ovd' the 
management of the bonds which 
hitherto was entrusted to the Reserve 
Bank of India. 

DiBbursements 


ever, the position has changed and 
non-ferrous metals industry — prin¬ 
cipally aluminium—was sanctioned 
the largest quantum of assistance, 
namely 16.8% followed by textiles 
(IS.2%), sugar (15.1%) and basic 
chemicals (10.9%). While consi¬ 
dering requests for assistance we 
have shown particular sympathy to 
projects enjoying high priority which 
will help to fill the vital gaps in 
the industrial economy of the coun¬ 
try, Accordingly, we agreed to as¬ 
sist a small project for the manu¬ 
facture of glass-lined equipment for 
use in rhemical industry, a scheme 
for the manufacture of tyre bead 
wires, a project for the manufac¬ 
ture of malleable iron .pipes and 
fittings, a unit for the manufacture 
of gelatine, a scheme for the manu¬ 
facture of injection moulding ma¬ 
chines and moulds and an alloy 
steel project of the capacity of 
25,000 tons per year. In most of 
these cases, the parties have been 
able to secure dependable foreign 
collaboration and know-how. 

The distribution' of our assistance 
according to States has also shown 
a departure from the pattern ob¬ 
taining in the previous years. While 
in the past Maharashtra led the list 
of pur beneficiaries, during the 
current year that disUnction goes 
to Madras State which was sanc- 


An interesting feature of the ope¬ 
rations of the Corporation during 
the recent years has been the pro¬ 
gressively smaller number of requ¬ 
ests which have been finally turned 
down. During the year under re¬ 
view apart' from one request for 
underwriting, no application was 
finally rejected by the Corporation 
Credit for this goes partly to the 
entrepreneurs who have been bestow¬ 
ing greater care to the preparation 
of their projects and have been fur¬ 
nishing the information and data re¬ 
quired by the Corporation for pro¬ 
cessing the requests. But this also 
reflects the constructive approach of 
the Corporation in considering these 
requests. Very few of the applica¬ 
tions received by us are complete 
in all details and much work on 
them is necessary before they are 
considered acceptable. During the 
course of our examination it has 
been our aim «o help the prospec¬ 
tive entrepreneurs suitably to modi¬ 
fy their schemes, where necessary, 
so as to make them financially and 
technically viable. This lias been 
facilitated by the setting up of a 
technical organisation within the 
Corporation and by our utilising 
the services of the Technological 
Consultancy Buyeati of the National 
Industrial D^elqpment Coorporation 
Ltd. The parties are thus assured 


It might be of interest to you to 
know that the total amount of dis¬ 
bursements so far in cash in res¬ 
pect of loans sanctioned and shares 
and debentures subscribed to ‘ or 
taken up by the Corporation as a 
part t>l its underwriting commit¬ 
ments aggregated Rs 87-79 crores. 
These have been financed to the 
extent of Ks 22.62 crores out of 
the repaymente of loans to the Cor¬ 
poration, Rs 24.75 crores from hor- 
lowingg from the Central Govern¬ 
ment, Rs 28.24 crores from borrow¬ 
ings fronf the market by issue of 
bonds, Rs 2.18 crores from the 
foreign credits and the balance of 
Rs 10 crores from the paid-up capi¬ 
tal and reserves. It will thus be 
Seen that disbursements have been 
financed from the internal resources 
(including share capital) of the 
Corporation to the extent of about 
37% and from borrowings from the 
market to the extent of 32%; the 
balance of about 31% cording from 
Government and foreign loans. 

Until last year the Corporation 
used, to levy a small premium for 
premature repayment of loans by 
the borrower concerns whetiter from 
the, a<x:umulated profits , or from 
additional share capital ‘ or from 
other sources, Tliia policy hoa been 
reeotisidered and vrith a view to en¬ 
couraging the borrowers t© repay 
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S ^rnMOMt Siam Imbi vther- sourcas 
j» 4»o bceri, iusjpendwl for a pe- 
Tibd of two years witii effect from 
,l8i<, lai Jwly 1903. ,*rte system of 
levy of omnmftnwnt charges Jias 
^aiso b^'jratioitalMed, Until recent-^ 
iy econmirnsmt diarges were reco¬ 
vered lor l&tb. execution of mort¬ 
age dooHnenla and for non-drawal 
of loan amount according to scHe^ ' 
dule. A deposit for ensuring the 
utiluation 61 the facility sanctioned! 
yitaa also required; These have been 
replaoed by a. single commitment 
■ duirge leviyd at 1% on ffie mount 
of loan not< availed of, calculated 
froth the date of acceptance of terms 
and conditions by the borrower con- 
perns. The revised basis for the 
levy of commitment charge is in 
■ line with the practice followed by 
other lorfg-term. lending institutions. 

CoUaboFation with Other Instltntlons 
We have continued to act in close 
collaboration with other sister insti¬ 
tutions such as the Life Insurance 
Cornoration of India, the Industrial 
Credit and Investment Corporation 
of India Ltd. and the State Bank 
of India and have hnanoed some of 
the bigger projects in partnership 
with them. In respect of one project, 
we have worked jointly with the 
International Finance Corporation, 
Washington and the Industrial Cre¬ 
dit and Investment Corporation of 
India Lid. to assist in the setting 
up of an alloy steel plant Our asso¬ 
ciation with commercial banks has 
^also become closer. Such joint cob 
laboraticm with other institu lions 
and banks helps not only in bring¬ 
ing to fruition large projects which 
are essential for the economy of 
the country, but also in the ex¬ 
change of ideas and the sharing of 
rides. I am grateful to these insti¬ 
tutions and banks for the co-opera- 
tion and Consideration they are 
showing to us at every stage. 

Our relations with various Cham¬ 
bers of Commerce and our borrow¬ 
er coneerns continue to be cordial. 
We deeply appreciate the construc¬ 
tive suggestions that they have made 
from time to time for improving 
Our service to our beneficiaries. 

' ''Oor practice of appointing non- 
Ofiidkls on thpi Boards of our bor- 


'''iBsfeaw'-coiachM^ 'I i^ouli{''^Itile 
’ ttha bmaSfit&d mnlfc frOJii^ to le?t|nre^ nay smoera ffumks to my 

theiri advice and 'aasutan^ I hm oolleague*' on' the Boaid fot ff^eiir 
, this .(M^Ortunity to ffumk' them qo viluable^co-operationf anff wise conn- 
behalf of the Board of Direoton. mIs. Tn parwidar, I should like 
for the keqn interest thby have tokien to nu^e a reference to Shri S. P. 
in dieir work. 1 slmuid also like to Virmaiti and Shri K. S. Suodara 
convey our thanks' tp the' members. Rajas, who ceased to be Directors 
of our Advisory Conunittees for the of the Board and to Bhri M. Cl 
able and objective assistance they Mutlwah, Shri V. "P. Varde and 
have given to the Corporation. Shri C, C Desai who are retiring 

this year. Iheir sound advice and 
Our appreciation and thanks are active participation in die alTairB of 
due to the United States of America the Corpwtion has betm of great 
Agency for International Develop- value. Lastly, 1 record with pleuim 
meht with whom our relations have *0 appredation and thanks of the 
been very cordial. We are also grate- Bo*”! of Directow as well my own 
ful to Kreditanstalt Fur Wiederauf- t® the Ceneral Manager and the 
bau and to the Banque Francaise entire Staff of the Corporation for 
dg Commerce Ejrterieur for the con- the loyal and devoted work on thew 
sideration they have shown us. part during the year. 


Virmaiti and Shri K. S. Suodara 
Rajas, who ceased to be Directors 
of the Board and to Shri M. Cl 
Mutlwah, Shri V. "P. Vsrde and 
Shri C, C Desai who are x^iring 
this yaar. Their sound advice and 
active participation in die affairs of 
the Corporation has betm of great 
value. Lasdy, I record with pleasure 
the appreciation and thanks of the 
Board of Directors as well my own 
to the Ceneral Manager and the 
entire staff of the Corporation for 
the loyal and devoted work on their 
part during the year. 


Rohtaft Industries Limited 


Regd. Office : Dalmiatuigar (Bihar) 

NOTICE 

THE Thirtieth Annual General 
Meeting of the Shareholders of 
Kohtab Industries Ltd. will be held 
at the Registered Oflice of the Com¬ 
pany at Dalmianagar on Thursday, 
the .31st October, 196'i at 11 A.M. 
to transact the following business:— 

1. To receive and adopt the 
Directors' Report and the 
Audited Accounts for the 
financial year ended Slst 
March, 1963. 

2. To declare dividends. 

3. To elect a Director' in place 
of Shn B N. Chaturvedi, who 
retires by rotation and is 
eligible for re-election, 

4. To appoint Auditors for the 
current year and fix their re¬ 
muneration. The retiring 
Auditors Messrs. K.^ .N. Gul- 
gutia S .Co., are eligible for 
re-appointment, 

.5. As a Special Business; 

To Consider and if thought fit 
to pass the following resolu¬ 
tion, which shall be proposed 
as an Ordinary Resolution, 
with or without modification 
“RESOLVED that, tiie ap¬ 
pointment, of Messrs. Ganga 
Corporation (Private) Ltd., 
as sole selling agents for the 
sale of Asbestos Cement pro¬ 
ducts for Punjab, Himachal 
Pradesh, Rajasthan, Uttar 
Pradesh, Madhya Pradesh, 
Bihar and Delhi for a period 
of “three yeat# from lat March, 


, 1%3 on the terms and condi¬ 
tions enumerated in tM 
Agreement, submitted to this 
meeting and approved by the 
Board of Director* of the ' 
Company, be and is hereby 
approved and confirmed.” 

The Share Transfer Books and • 
Member’s Register of the Conipany 
will remain closed from 19th Octo¬ 
ber, 1963 till 31st October,. 1963, 
both days inclusive. 

By Order of the Board 
For SAHU JAIN LIMITED, 
A. K. Jain 
Managing Director, 
Managing Agents. . 

Calcutta, 

28th September, 1963. 

N.B. 1, A. member entitled to at¬ 
tend and vote is entitled to 
appioint a proxy to attend 
and vote instead of himself. 
Such proxy need not be a 
member of the. Cximpany. 
Proxies in cwder to be 
effective must be received 
by the Company not less 
than 48 hours before the 
meeting. 

2. The dividends, if declared, 
will be payable to the 
Shareholders registered iit 
the Books of - the Company 
on 31*t October, 1963. 
Explanatory nCrte’ as re¬ 
quired under Sec' 173 of 
the Companies Act is being 
forwarded to the members 
of the Company with the 
notice. 
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Speech of the Chairman^ Sir A Kamaswami Muciaiiar 


'I'HE followirt}; 1 “ the Speech of the 
Chairman, Sir A RanniHwaini 
Mudaliar. KCSI, DCL (Oxon), 
delivered to the Shareholders at 

the Annaal General Mertitip of the 
Company held on the HOtli Septem¬ 
ber 1963; 

Gentlemen, 

The Audited Accounts and 
Directors" Heport for the period, 
ending March. 1963, has heen m 
vour possession for .some tunc and 
with your permission. 1 shall take 
them us read. 

before dealing wiUi the Directors' 
Report and the Audited Accounts, 
I think it would be appiopriale 
tliat 1 place before you frankly the 
eourse of events during the last two 
yeatb regaiding the financial posi¬ 
tion of the Lines opeiating on the 
Iiiclia-U.K.-Continent routes and 
associate routes. It is no satisfac¬ 
tion to me to present a Hnlance 
Sheet showing foi tlie fouilh year 
in succession, a substantial loss, 
and shareholders have a right to 
know whv these losses have been 
incurred dining this period. 

Freight 

In 1961, the Conference Lines 
engaged in this Trade came to the 
ranclusion that an iiiciease in 
freight rates both in the Eastward 
and Westward direction was neces¬ 
sary if they should earn a reason¬ 
able margin of profit on theii ope- 
latious. Elaborate calculations were 
made of the Balance .Sheets of 
vaiious Lines by Auditois specially 
appointed for the pin pose and 

based on their fnidiiiga, a Delega¬ 
tion of the Conference Lines visited 
Pakistan and India, to get the 
apjiroval of both Governments to a 
foiinulu that they had devised, for 
making whal they considered to be. 
legitimate profits for the operating 
Lines. The Delegation found W'hen 
they met ihe Pakistan AutlioiUies. 
that tlu'v were considering the pro¬ 
posals of a proposed foreign ship¬ 
ping lonipaii), which would cater 
to rhe entire Pakistan cargo, both 
ways, fioni and to Pakistan ports, 
East and West, on this loule, at a 
lower freight than the Conference 
was prepare4 to offer The Confer 
ence Oefagxtion, after consulting 
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the two Indian Lines, and with their 
approval, decided to visit Pakistan 
and come to the best arrangements 
so that the Conference Lines may 
continue to operate for the Pakistan 
Trade. The agreement they came 
to, instead of raising the freight 
rates, reduced the rates substantially 
on some of the commodities, not¬ 
ably Jute and Gunnies, moving 
from Pakistan. They further agreed 
that till the end of 1962, they 
would not increase any freight rates 
from East to West. TTic Delegation 
then met the Indian Government 
and came to an agreement with the 
Government, whereby, as a corollary 
to the agreement with the Pakistan 
Government, they agreed not to 
raise any freights till the end of 

1962. They further agreed with 
both Governments that there would 
be SIX months’ notice given by the 
Gonfetenie on the 1st J-'iniiaTj, 

1963, induating the freight increase 
they would desire to make, the 
period of six months being utilis¬ 
ed, loi negotiations with Shippers 
and consultation with Government 
As you would sec. the final result 
of all these negotiations and agree¬ 
ments, was that the Coiifrreiui 
which wanted a Ireight increa.se to 
he made in 1961, agieed m effect 
to no freight increase in the East 
to cst Tiade till the 1st July 
1963. The Conference had alieady 
increa.sed the West to East fieight 
by 10% on the 1st October. 1961 

(ionfereDre>Cov«rninent Kelaliona 

I slak’d, that to meet the so 
called threat of competition from a 
new shijiping company whu’h was 
going to use tramp shipping, the 
Coiifeience reduced the freight 
late on Jute from Pakistan (loin 
.sh. 173/-, (the rale whirh prevailed 
from 19,38 to 1961) to sh 160/- 
The rate in 1957, when the last 
increase was made wa« sh. 187/- 
ft was quite obvious to the Confer¬ 
ence that the freight rates on Gunny 
exported from India should be ui 
parity with the Pakistan Jute rates 
There was. therefore, a siinilai ic- 
duction in the exports from India 
which meant a rale of sh 173/6 
per 1.000 kith? of gunnies, against 
sh. 187/- in 1961 1 do not want 

to go into the comparative figures 


of other commodities, commen to 
the export toade of India and Pak¬ 
istan, which had to be kept at 
parity in the trade of each country. 
In effect iheirefore, fhe Deleg;atit^ 
which felt that die Lines were in¬ 
curring A loss on the existing 
freight rates in 1961, had to con¬ 
tent diemselves for nearly two years 
with the same rates in moat cases 
and at even reduced freight rales 
in others, before coming up for a 
revision in freight rates to eiither 
of the Governments. The throat of 
tile proposed shipping company, as 
it happened, and some of us felt 
that it was bound to happeh, Was no 
real threat, for the simple reason, 
that ships on charter or tramp ships, 
cannot serve the trade as effectively 
and carry cargo from and to as 
many destinations as the Confer¬ 
ence, which has about fifteen to 
twenty Member Lines operating in 
this trade, each Member with 
several ships. 

It has been generally agj^ecd by 
shippers and Government ultunotely. 
that an increase in the frei^t “East 
to Vi'est was jusUfied. Both the 
Slupper» and the Maritime Freight 
(iortimission have acknowledged 
that a freight increase East to West 
was indicated, if the Lines engaged 
in this Trade weie to function and 
continue to offer to Shippers an 
adequate seiviee. It is unfortunate 
that there has not been an agree- 
ment on the rate of increase that 
would be justified It may be pointed 
out that during 4960. 1961 and 
1962, every Conh'rencc of Lines 
engaged in other overseas trade, 
increased the fieight rat* told some 
ot the Conferences have increased 
u twice during these three years 
The Indian Lines had suggested an 
incmase of 10% in the East to 
West trade, but the Conference fixed 
an inciease of 12.J% on the ground 
that the increase proposed will re¬ 
sult only in an effective 10% in- 
crea.se or even somewhat le.ss, be¬ 
cause of the non increase or slightly 
lower increase in rommodities. 
which have been termed sensitive 
commodities, whose exports may be 
affected by freight increases. The 
question of sensitive commodities 
and how they should be dealt 
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'I Jun^'itaiecl, that’ the last in- 
in freight ratei wa? in 1957. 

■ t^t^npAring the rates then prevailing 

rates how announce*!, it 
wapld ^ found that in many cases, 
the, rites, are only slightly higher 
than they were at that time. While 
Ij,,am,equally, anxious that the Ex¬ 
port trade should be promoted and 
that our ioreign exchange earnings 
sbouM meet some portion of the 
‘ preaeht gap in foreign exchange, 
1 would venture to suggest that the 
jrtifce factor and the profit factor 
of some at least of the export items, 
sbUuTd be carefully evaluated be¬ 
fore either an increase in freight, 
or a decrease in the rate proposed, 
is finally advocated and adopted. 

It is with this background that I 
would like to deal with the results 
of your Company during the year 
under review. The Directors’ Re¬ 
port discloses that there has been 
a loss of about Rs 30 lakhs in the 
working of your fleet I would only 
like to point out that even if a 10% 
increase had been allowed in the 
East to West Trade, during llial 
year, the loss would have been 
avoided. 

Operating Results 

I have heard it suggested that 
while other shipping companies are 
showing a profit, your company is 
showing a loss. The fleet of your 
Company IS operating on the India- 
U.K.-Continent route and the Bal- 
tit Sea and Black Sea routes, with 
a small nunibei of call.s to South 
American ports It is in this mule 
that the freight rates from East to 
West was not increased from (957 
to 1961 by the Conference, and 
has further not been allowed to in¬ 
crease for nearly two years by ar¬ 
rangements with' Governments. It 
is the result of the voyage earnings 
of Lines in these routes alone, that 
idiould be compared to get an ex¬ 
act perfective of the functioning 
of the' companies concerned. Many 
-eoa^niefi nave other routes, in 
which the large number of ships 
jthey have, pV- Some of them have 
lange inveattnents of reserves, the 
Ifi^^e from whith is also appro- 

,, pitted towards profits. As I have 
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companaons. 

The < Directors* Report shovn 
that the freight earned during the 
year was Ra. 8,004^1,725 as against 
Ra. 8,97,26,920 in the previous year. 
The decrease m freight is to a 
large extent compensated by a cor¬ 
responding decrease of 53 lakhs in 
port expenses and other charges 
generally included under this head¬ 
ing. 

During the, year, the total num- ' 
her of Liner voyages completed, 
was 48 as against 54 in the pre¬ 
vious year. 

Rise in Costs 

While there was no increase in 
the freight rates from India in "the 
routes followed by your vessels, the 
increase in port charges, dock levies 
and stevedoring rates, have been 
sub.stantial, .both lin India and 
abroad. There has also been un¬ 
usual delays in the time taken to 
berth vessels at these ports, notably 
at the port of Bombay. Weatlier 
conditions and labour strikes, have 
increased the delay in some ports 
more than in the previous year. 
These factors account for a loss of 
541 days by the various ships of 
your fleet. Another unforeseen and 
unaccountable delay was sustained 
in one of the ports of the Baltic 
Sea, when at the time of the Small 
Pox scare in Western Europe, a 
seaman on one of our vessels was 
suspected to be affected by this 
disease. It turned out that the 
suspicion was baseless, but the Poil 
Authorities quarantined the ship 
for 36 days, involving substantial 
loss in earnings. 

In spite of decrease in freight 
earnings as compared to last year, 
owing to a rationalisation, there 
has been a corresponding decrease 
in expenditure. The number of ports 
at which your vessels called was 
736 m the Liner voyages, as 
against 947 in the previous year. 
The average duration of a round 
voyage was 126 days as compared 
to 1^ days in 1962. There has 
been a serious attempt At reducing 
the expenditure on deck and engi¬ 
neering stores but victualling ex- 


Tne AwprAge age of the -fleet of 
your company ,waa nine yakra' in 
March 1963, and the fleet >» ib 
condition thanics to die attention/ 
which has been paid t6 mainteti- 
ahee. V , 

Export* MdM Not Be Hteidw ed 

1 refermi earimr, to die fact 
that even. with the increases pro¬ 
posed by the Conference, there ia 
only a very slight increase in actual 
freights Over those prevailing in 
1957, for. several of the commodi¬ 
ties. Even so, I am in complete 
agreement with the policy of the 
Government of India, th« Export 
Prmnotion should not be hindered 
by unreasonablefreight rates. It 
is the same policy which has been. , 
adopted by countries anxious to 
promote their exports and thereby 
minimise their dependence on fot* 
eign exchange. Though National 
IJnes of some of three countries 
have been compensated in various , 
other ways for their loss fe earn¬ 
ings. I would, however, point out 
that the Indian Lines taken together, 
are themselves earners of very con-, 
siderable foreign exchange, parti¬ 
cularly if their share in the India-. 
U.K.-Continent trade is taken into 
consideration. The Government of 
India is naturally anxious to expand 
Indian tonnage, particularly tramp 
tonnage^ thereby avoiding over 
dependence on foreign carriers. It 
is, therefore, really a matter of 
balancing two apparently antago¬ 
nistic factors, but I believe that file 
balance can be stnick if the vary¬ 
ing factors are taken into consi^ 
ration in their proper perspective. 

I would have greatly wished 
that the Maritime Freight Commis- 
.sion had consulted the Indian 
Lines in particular, at some stage.- 
before they gave their final decision 
as to what they considered was a 
fair increase in freight rates from 
East to West, to the Continent of 
Europe. As I have already stated, 
the consideration of what are called 
sensitive commodities from the ex¬ 
port angle, will be taken up by the 
Government, in Consultation with 
the Conference. I believe that re¬ 
presentatives of Indian Shipping 
Lines in this Trade, will be in a 
portion, from their local know¬ 
ledge of facts, to assist the Govern¬ 
ment in coming to fair conclusions. 
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to ’this Bubj««'i^' 
MpcMTt^ i Btatoa last year “It » it) 
b« entphasized that as against jlie 
tanaU voice oi Indian shipping 
cottqwnics, the loud and uncon¬ 
trolled menacing voice of some 
shippers of comparatively small ez- 
ports sometimes prevalU.” I ex¬ 
pressed tile hope that the share¬ 
holders of shipping companies will 
join with the inianagemcnt in im¬ 
pressing on the public the need for 
fair play as between Indian ship¬ 
ping companies and Indian ex¬ 
porters and importers. 

Tlic Future 

Shipping is an unpredictable in¬ 
dustry — its factors, some of them 
are outside the control iof the 
Management of Shipping compa¬ 
nies. Even so, I express the hope 
that we have cujme to the end of 


by t^ ^vorranenl to increase m- 
ports are beginning to jiave effect 
in the volume of trade that is mov¬ 
ing both to West Europe and to 
East Europe. 

Recently there has been an im¬ 
provement in the berthing facilities 
in some of the Indian ports, and 
what ii> more important, the drafts 
of the River Hooghly, which have 
the biggest inHoence in the carriage 
of cargo to and from the port of 
Calcutta, hove been improved. 

The determined effort of the Go¬ 
vernment to carry through the in¬ 
dustrial development that has been 
planned, affords opportunity for 
larger import of goods from abroad. 

These are factors which may to a 
certain extent dispel the gloom 
that shareholders of shipping com¬ 
panies may feel. 
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have helped Indian nmopaniee and 
their advice has benefited 
management of these companiee. We 
look to their syrapathniic guidance 
in days of difficulty. 1 am certain 
that being in charge, of the welfare 
of Indian Skipping, they will, while 
having regard te the foteigji eji- 
rhange position, also have equal 
concern about earnings and require¬ 
ments of Indian Shipping. 

Tribute 

It is no conventional language 
that I shall be using when I offer 
my hearty thanks on behalf of the 
Board and myself to the Officers and 
Staff both afloat and ashore, for the 
devoted services they have rendered 
during the year 


deficit Balance Sheets Thanks T should also like to express my 

The share of the Indian com- We are grateful to the Minister of Shippers Brokers and 

panjes in the import and export Shipping for his continued interest forwarding Agents, for their firm 

trade of the United Kingdom is in Indian Shipping and for his help-, support to us and for the confidence 

every year increasing by one per ful advice from time to time The they have reposed in us and in the 

rent. The determined efforts made Officers of the Ministry of Shipping, quality of oui shipping service 


The National Newsprint and Paper Mills Limited 

Speech of the ChairmaD, Sir A Ramaswami Mudaliar 


jpOLLOWING is the text of the 
speech by the Chairman, Sir A 
Hamaswami Mudaliar, at the 
Annual Geneial Meeting of the 
Company held at Nepanagar on 
September 30, 1963. As Sii Rama- 
swjjru Mudaliar could not be pre¬ 
sent at the Meeting, the speech 
prepared by him was read out by 
Shri S N Mehta, a Director of 
the Company, who was elected as 
Chairman of tlie Meeting. 

Gentlemen, 

I have great pleasure in extend¬ 
ing to you a cordial welcome to 
the 16th Annual General Meeting 
of the Shareholders of the National 
Newsprint & Paper Mills Limited. 
The Directors’ Report, Balance 
Sheet and the Audited Accounts for 
the year ended 31st March 1963, 
have lieen in your hands for some 
time, and with your permission I 
shall take them as read. 

I must apologise for my inability 
te be present in person, largely due 
to the difficulties of communicarion 


to this somewhat remote place, 
Nepanagar. 

During the year under review, 
26,515 tons of newsprint was pro¬ 
duced, an increase of 1,236 tons 
over that of the previous year. The 
target for the current year is 30.900 
tons which is the capacity indicated 
for the Plant by the consulting firm 
which designed and established the 
Plant. 

Review of Progress 

I have been connected as Direc¬ 
tor and Chairman of the National 
Newsprint & Paper Mills Ltd., for 
over twelve years, and you will 
excuse me if I give a short review 
of the progress that has been made 
during this period. Being Uie fiist 
venture of this kind in the country-, 
there Were obviously several diffi¬ 
culties to overcome before the Mill 
could pome into operation on a 
satisfactory basis To these difficul¬ 
ties were added the conditions under 
which this venture was established. 
Its location — the raw materials 


it would use — the supply of watei 
which was essential for the purpose 
of the Mill and for the township 
wthich had inevitably to grow 
around this area, were so casually 
dealt with at the inception of the 
idea, that it produced serious pro¬ 
blems which at one time looked 
almost impossible of solution. 
Efforts made to overcome these 
difficulties have not been fully rea¬ 
lised by the public who constantly 
criticise llie quality of the paper 
and particularly its shade. I do 
not want to go into the manner in 
which the Board of Directors dealt 
with these problems and ultimately 
succeeded in finding a proper solu¬ 
tion foi them Difficulties of re¬ 
cruitment of staff had also arisen 
owing to the rigorous regulations 
regarding pay and perquisites 
w'hich the Central Government 
prescribed. - 

I must howevei state, that the 
great step that was taken by both 
the Central Govermnent and die 





'Gi^tvwfninenr Machya Pradmli 

to tlio financing of tlie 
6eiteme, has been the turning point 
ol the fortunes of this-public sector 
y^turfc. In my previous state- 
^joents I have refened to the fact 
that the loans given by jhe two 
governments were to a certain ex¬ 
tent converted into capital and 
equity ghates by the respective go- 
verfiments and that the balance of 
the loan was repayable with inte¬ 
rest thereon to the respective gov¬ 
ernments, A further concession 
that was of great value to the Mills 
was that the M.P. Government 
agreed that the accumulated inte¬ 
rest charges amounting to over 110 
lakhs should be frozen and shoufd 
carry no further interest. The 
lagreement further provided that 
this aecumuiated interest should be 
paid in ten instalments, the first in¬ 
stalment being paid within a year of 
the reoiganisation of the capital 
structure, i.e. before 1959. Owing to 
these operations, the position today 
is that apart from the capital of 
the two governments and of tlie 
private shareholders, all the loans 
which carried interest have been 
paid to the governments, the loans 
themselves amounting to over 1 
crore 37 lakhs Further, the fro¬ 
zen interest debt to tiie Madhya 
Pradesh Government has been re¬ 
duced from 1 crore 11 lakhs to 66 
lakhs, which is the amount now 
due to that Government. 


praviiM for« medical .'asraaonne 
oeoesaory for running 
and looking alter die patientsi mm, 
women and children of the colony, 
had to be recniited. All these costs 
have been borne by the Factory- 
Tins required an enthuaiastic set of 
officers and workers to join together 
in running the Fatjtory in fairly eco¬ 
nomic conditions and it is gratify¬ 
ing to the officers and workers, as 
wedl as to the Board, to receive a 
Certificate of Htmour presented by 
the President of India, to the 
National Newsprint & Paper Mills 
Ltd., Nepanagar, for satisfactory 
performance during the year 1962. 

Expansion Programme 

The Management did not content 
itself with merely attempting to 
reach the target of 30,000 tons pro¬ 
duction, fixed initially by the de¬ 
signers of the Plant. For Uie last 
three years they have had under 
consideration, the expansion of the 
capacity of the Factory, and as the 
Directors’ Report says, have conti¬ 
nuously examined with the help of 
the experts of the forest dqiartment 
of the Madhya Pradesh Government 
and the Techni<‘al Advisers of the 
Government of India, the availabi¬ 
lity of raw materials for doiihiing 
the capacity of the Plant. The Board 
has now decided to apply to the 
Government of India for licence, for 
carrying out substantial expansion 
which may reaih 75,000 tons instead 


-to the pvadaiotton ia<^the 1. f 

, rfipuld «l*o Hbe td ifientiPto Mir. 
Singhonii who hae borne mudi 
adi^istifaUve responsibility and luhi , 
helped the Board very cpnsfderably. 

Fimnieial itcMilts 

One last word about the net pro¬ 
fit which is indicated in the Balance 
Sheet and how it is proposed to he 
utilised. The profit after deducting 
depreciation and development re¬ 
bate and a small reserve to doubtful 
debts, amounts to 50,19,549.28. 
There was still a debit balance at 
the beginning of the year under 
review of 24,82,980.95. After ad¬ 
justing the debit balance, the 
amount at credit will be 25,36,568,33. 
This profit would have allowed the 
distribution of a 5 per cent dividend 
subject to tax on the entire share¬ 
holding. and I would have recom¬ 
mended to my colleagues in the 
Board to accept the proposal, but for 
the fact that at the last moment. We 
were presented with a condngent 
liability from income-tax assess¬ 
ment, which would have absorbed, 
if correct, the entire profit and a 
considerable sum over it. The 
assessment is the subject of an 
appeal and I am fairly confident 
that the (Company will ultimately 
be found not liable to this taxation. 

1 have been working in the hope 
and expectation that during «ny 
Chairmanship, I shall be in a posi- 


of the present production of 30.000 
tons. 

With a view to improving the 
quality of the paper, cxjjcnraenls are 
being made for a new method of 
treating the wood pulp. These ex¬ 
periments have, on the laboratory 
scale proved successful, and it is 
hoped that by the utilisation of the 
caustic soda produced at our own 
plant, and new methods adopted for 
treating the hard wood, there will 
be no serious complaint about the 
quality of the paper both in the 
colour and in tensile strength. 


tion On behalf of the Board, to de¬ 
clare a substantial dividend to the 
shareholders. Knowing the position 
of the Company and its working, I 
feel confident that during the cut- 
rent year 1963-64, the (^mpariy 
will bp in a position to declare a 
dividend, perhaps even an interim 
dividend during the course of fhe 
year. 1 would like therefore, first 
to pay tribute to the private share¬ 
holders for the patience they have 
shown and the confidence they have 
reposed in the successful working 
of this public project. 


Caustic Soda Qilorine Plant 

To meet the very justifiable criti¬ 
cism of the coiKsuniers of new-print 
regarding the brown shade of voui 
products, the Board decided that a 
Caustic Soda Chlorine Plant should 
be constructed and in collabuiation 
with a Swiss Firm, the Plant and 
Machinery has been obtained and is 
being installed. It is ex|3ected that 
the pioducLioti from this Plant will 
be available foi utili.sation by the 
Mill in the first half of 1964. 

I referred to fhe location of this 
Factory, which as I described, was 
made in the most casual manner b) 
the entrepreneui’s who formed the 
idea of such a factory. The result 
has been, that a whole township with 
a population of over 5000 had to 
be gradually established at Nepa- 
AagOr. The housing had to be done 
witirely by the Company, schools 
had to be established, hospital with 
fairly modern equipment had to be 


In connection with the actual 
running of the Factory, while I have 
oaid a tribute previously to the 
Managing Director, Mr. S. L. Via- 
vanadhan, and to the Assistant 
Works Manager and other tedmi- 
cians in charge of the Mill. 1 must 
pay a special tribute to the new 
Managing Director, Mr. P, S. Ko- 
thari, who has given a great impetus 


My final duty, and it is a plea¬ 
sant one, is to record my apprecia¬ 
tion of the staff and workers for 
their wholehearted co-operation in 
making this project a success. To 
every one of them, from the unskill¬ 
ed worker through all the grades to 
officers and manaoemenl, I should 
like to express my high appreciation 
lor their devoted work. 
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0ALAL STKEtrr last week scaled 
> an altogether new peak for the 
year. This has convinced technical 
analysts that the bear market has 
run out its course and that the re¬ 
covery which has been in progress 
lor a little over two months marks 
the resmnption of a major upward 
trend. As usual, it is the profession¬ 
al speculator, evei willing to risk 
a fortune on the uncertain future, 
who has given the lead to the mar¬ 
ket Though there has been a aubs- 
luntial improvement in turnover and 
a broadening of interest, activity 
continues to be predoniincntly pro¬ 
fessional. While the outside public 
Is .still inclined to mark time to 
know how exactly TTK is going to 
revive the capital iharkct and ac¬ 
celerate the economic and industrial 
tempo, the professional speculators 
seem content with TTK’s assurance 
that lie is considering appropriate 
measures to bring life to the cap*' 
tal market and revitalise the eco¬ 
nomy. The substantial modifications 
of the compulsory deposit scheme 
and the gold control order have 
created the impression that TTK 
is likely to do away with Shri 
Morarji Desai's super profits tax in 
February -if not earlier • 

If the economy gets a new push 
and there comes about a substan¬ 
tial increase in the rate of indus¬ 
trial growth, the authorities will 
not fWfrhaps need to make any spe¬ 
cial «£fort to revive the capital mar¬ 
ket. Investors will return to the 
market if they see the economic 
prospect clearly and with confidence. 
Political uncertainty will, oi course, 
Continue to influence investors’ deci¬ 
sions. But investors might not feel 
unduly obeossed by political uncei^ 
tainties if they are convinced that 
the Government i.s taking all the 
possible measures to revitalise the 
economy. 

The stock maikct is now in very 
good temper. With occasional tech¬ 
nical corrections, the market can be 
expected to push its way up beyond 
the previous year’s peak in course 
of time. How a particular tivnd will 
progress week after is always diffi¬ 
cult to predict. Since the market 
has been moving up and up week 
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after week for over two months, it 
could pause for digesting the gains 
at any time. About the underlying 
trend there seems little doubt now. 

Cotton 

Speculation on Buffer Stock 
^NTIL a little over a week ago, 
^ the cotton trade had been specu¬ 
lating mainly on the weather; but 
now it is speculating on New Del¬ 
hi’s reported move for a buffer 
Stock scheme. Rumours have conti¬ 
nued to gain currency that the Gov¬ 
ernment is busy finalising a plan 
for supporting the market when 
prices tend to move down under the 
pressure of new crop movement. It 
appears that Shri JSlanubhai Shah’s 
view that speculators somehow ma¬ 
noeuvre to depress prices at the 
harvest time is shared by his other 
colleagues as well. Press reports sug¬ 
gest that the main purpose of the 
proposed buffer stock s^eme is to 
check the decline in prices at the 
harvest time by making selective 
purchases These stocks, u is said, 
will be released for sale whenever 
prices are artificially rigged up. It 
would indeed be very unwise if the 
Government were to'intervene jn 
the market even when prices keep 
well within the prescribed floor and 
ceiling prices. As already pointed 
out in these columns, official inter¬ 
vention in the market when prices 
are quoted just half way between 
the floor and- ceiling is bound to 
do more harm than good as it will 
introduce an element of uncertainty 
in the market, 

The idea of a buffer stock h.od 
first been mooted when prices tend¬ 
ed to pierce the ceiling. With do¬ 
mestic production persistently lag¬ 
ging behind internal consumption, 
buffer stock was sought to he creat¬ 
ed out of US PL 480 cotton, as the 
foreign exchange position did not 
permit large imports from other 
sources. Few will question the desi¬ 
rability of having a buffer stock 
but if a boffer atock is to be built 
only from Indigenous cotton, it 
should bo done only when supply 
far exceeds demand and it tends to 
push down .prices below the floor. 
Such a sitidotion seems unlikely to 


Biwsdaiy, llsnginK 

deyejM in fba fquesee^ble Ipttire. 
Now DeUu’a icewted aantroaha to 
the cotton, .tfeill indiiafTy ' thai the 
ceiling and floor {tekm of ' eofeton 
will be Itepl' iincbangdd duritig' die 
Third Plan period wUl mdbo< little 
sense if the Governmeht is to inter¬ 
vene in the market even when prices 
keep within these ]imits.'lf the Gov¬ 
ernment really wishes well "of-the 
farmer what it need to dp la to help 
the farmer increase his-productivity 
through every possible assistance; in 
various forms. 

Prices Hardm 

What the Government will ulti¬ 
mately decide is anybody’s guess. 
But the prospect of Government 
buying for the buffer stock has 
brought about a marked change in 
the general market psychology. Bears 
are no more inclined to risk big 
money on the idea of a large carry¬ 
over and a good harvest for the 
second successive season, ^horl 
covering and renewed bull support 
based on expectations of official sup¬ 
port for the spot material around 
the current levels has led to a fui- 
ther impro-vement in cotton futures. 
The March contract which had re¬ 
covered from Rs 687.75 to Rs 699 
in the jjrevious week has advanced 
further to around Rs 705 (per 8 
quintals'). While the futures market 
has been presenting quite a lively 
appearance for some tijne, the spot 
market remains dull. Confusion and 
uncertainty following persistent talks 
of Goveinment buying for buffer 
stock have made it difficult for the 
trade and the industry to take, a 
clear view of the market on the 
basis of the demand and supply 
position of cotton. The turnover m 
ready is unlikely to pick up until 
the authorities hive fully ifevealed 
their mind-on the ticklish question 
of buffer stock. The generil tone of 
the market at present appears to be 
fully steady; prices of certain varie' 
ties have developed a hardening 
tendency. Bengal Deshi has continu¬ 
ed to hold steady-to-firm even though 
overseas demand is stilt pdc^r. The 
Deshi crop is not expected to be 
better than ip the pr^ibtis 7 «ar 
And with domestic. ooiiS 9 ibptiou 
showing a steady snerease, the riack- 
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ifeWf. cadent about exh*j^iwtiii|;, the 
‘ riniee^ l^nOta for two lakh , mies 
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..Meiaowhile, the export trade has 
bectl' greatly |>erttirbeet by r^om 
’ that Nr>w Delhi is cunstdering a 
proposal for the barter of Bengal 
Dwi cotton for extra long ata^e 
' bW hotton held in US sto^piie, 
dteediese to say that if such a prp- 
' posal ^ere to come through it would 
not merely disturb the existing, trade 
channels but h would harm the* 
^country’s interest. Bengal Deshl 
' crrttbn is a traditional item, readily 
saleable and it has- always been 
•earning valuable foreign exchange. 
It would be extremely unwise to 
allow it to be exported under barter 
, because it might result in the loss 
of traditional rnarkcts and a market 
once'lost is never-easy to regain. 
At ,a time when the country is 
making a desperate effort U) boost 
exports and to explore new markets 
at ■ considerable expense, the least 
that the Government can do is not 
to take any step which would result 
in the loss of well-established mar¬ 
kets. 

■ Oil feeds 

Prices Recover 

QILSEEDS prices recorded an 
all-round recovery last week. 
And surprisingly enough, ground¬ 
nut futures which had bwn showing 
pronounced weakness over the past 
few weeks were the strongest. The 
January contract which had touched 
a low of Rb 21H 25 in the preced¬ 
ing week (20th September) was up 
again at Rs 219.50 on 1st October 
— the higliest rate since 29th Au¬ 
gust. Castor March was marked up 
from ,Rs--164.50 to Rs 167 — the 
highest rate since 24th' July — and 
- the w«?ek-end quotation was only a 
little low.er at Rs 165.75. I.inseed 
March which had been sold down 
to Rs 36.25 (per 50 kgs) in the 
preceding we^ recovered to Rb 
556,94 and woupd \ip the week at 
Rs 36.75. Cottonseed- January conli- 
i^qed to be negl'pcted around Rs 96. 

The sudden recovery in ground¬ 
nut futures was brought about by 
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nd ^in were reported fo bafve iHHeed tiilte' continued to be neg- ’ 
purcllased about 8,000. Ions of lected fair business was, reMrted 
groundnut oil within about a. week’s in cottonseed cake. The U K was 


titne and pfospects of furthet busi¬ 
ness are generally . rated, high. Ex¬ 
porters arc, inclined to the view 
that-the deterioration m the politi¬ 
cal relations betw^n Malnv-ia 
and Indonesia wilt hit Indonesian 
exports of Capra and palm oji. td' 
certotn destinations which m turn 
wiTl pudi up the demand for Indian 
groundnut oil. If export business 
picks Up appreciably in (he iftime- 
diate future it will naturally im¬ 
part strength to the groundnut mar¬ 
ket and new crop arrivals are likely 
to be readily absorbed. The season¬ 
al pressure <rf the crop might not 
have much impact on prices if the 
cxiuntry is able to negotiate subs¬ 
tantial eT^rt' business in ground¬ 
nut oil. The oullotk. in. this, regatd 
is beginning to look fairly promis¬ 
ing. The trend ui groundnut futures, 
however, will depend to a consider¬ 
able extent on die Forward Maikets 
Commission’s attitude in respect of 
the ceiling. If the ceiling of Rs 2.36 
is not adjusted in order to allow 
for the normal carry forward char¬ 
ges for switching over from one 
contract to another the scope for 
any big rise in the January con¬ 
tract will naturally be Hmit^, It 
might be added here that it is basi¬ 
cally wrong to have the sarhe ceil¬ 
ing for all futures contracts of the 
season unless there is a correspond- 
uig ceiling in respect of the spot 
material as in the case of cotton. 

Apart from groundnut oil. export 
houses reported moderate business in 
groundnut extractions and ground¬ 
nut HFS. The UK was mentioned 
as the main buyer The latest prices 
for groundnut extractions w6re re¬ 
ported around £35-10 per ton for 
October shipment, £ 35-5 for Nov¬ 
ember. £ 34-10 for December and 
£ .33-15 for January-February-March. 
Groundnut H P S Bold was traded 
at £84-10. The C<Hiimuni.st countries 
did not evince auy fresh interest in 
extractions. Business is expected to 
revive after the necessary trade 
agreements have been ratified, which 
should not udte long. Poland was 
reported -to have purchased about 
500 tons of castor oil BSS quality, 
October-November shipment Busi¬ 
ness in castor oil is said to he res- 


the pnaul bnytfr and it paid about 
£ 31-5 per ton lor itecorticated 
variety. - ' ’ ■ 


.. . . . 

■ KaymiHi Engineering Works 

THE^ turnover of Raynuin Engi- 
ni/ering Works, Calcutta, during 
the year ended March 31, ,1963 
show an increase ftoxn Rs 3J.49 
lakhs to Rs 75.99 lakhs. The Com¬ 
pany has, however, shown a toils'of 
Ra 38.361 compared to last year's 
loss of Rs 12.£Q lakhs. The total 
loss sliown m the Balance Sheet is 
now Rs 25.86 lakhs. The Dir^ctopt • 
state that shortage of raw materiais 
and power cuts have generally 
affected all engineering concerns. 

The installation of machinery and . 
equipment and the commiasioping 
of tlie forge, pressed. steel and 
smithy shops have been completed 
during the year. Substantial jpro- 
gress has been made in the construc¬ 
tion of a new structural shop for 
taking on orders for large tonnages 
and of an additional assembly bay 
for incretised production of -wagons. . 
Negotiations are under way fbr 
foreign hnaucial participation and 
techmcal-cum-management collabo¬ 
ration for the installation of ' a 
plant to manufacture spirally welded 
pipes for oil,-gas, water, etc. The 
Company has alrc/iady delivered 
1.000 wagons and has in hahd 
large orders. It has also large orders 
in its structural forge and pressed 
steel divisions. The tempo of pro-, 
ductioo has however slowed down 
owing to shortage of power, elect¬ 
rodes for welding, steel castings and 
'metals. 

Gujarat Ste^l Tubes 
QUJAKAT STEEL TUBES Ltd. 

Ahmedabad, will soon com- , 
mcnc- manufacture of steel tubes 
at fheir now- factory at Sabarmati. 
Their automatic plant has a rated ' 
annual Capacity of manufacture of 
24,000. tons of steel tubes. Total 
outlay on the project, which will 
be started in technical collaboration 
with Messrs' Wirsbo Rruks AB, 
Virsbo, Sweden, is about Rs 3 
erbres. 
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Imperial Tobacco 


the 


E drastic fiscal measures intro¬ 
duced in the current year’s 
BiidgH have had their impact on 
industry generally, hut their effect 
on the tobacco industry has been 
more sf'vcre than on many others 
This was pointed out by Mr F A 
Collett, Chainnan of Imperial Tob- 
aeeo. at the Annual Ceneral Meeting 
beld On September 26. His Company 
has had to pay additional direct 
taxes amounting to Hs 20 lakhs; 
besides there has also been a sub¬ 
stantial riise ill the excise levy The 
additional excise led to an increase 
in tin- selling price which restricted 
consniiiption in .sjiite of a lower pro¬ 
fit margin; if also increased the 
working capital requirements of tlie 
company forcing it to borrow. Last 
year was the first time when Impe¬ 
rial Tobacco had to depend on bank 
finance, Mr Collett explained that 
although the trading profit was not 
affected, the need for additional 
working capital i-onipellefl the Hoard 
to reduce the final dividend hy 1 
per cent 

Additional working capital was 
necessary partly to purchase raw 
materials earlier but largely to pay 
excise on slocks in liand at tlu- 
hlgher rates. F\cise duty on tob¬ 
acco is jiayable when leaf tobacco 
is taken for use in the factory and 
the duty on cigaietie!,. which is com¬ 
paratively heavier, is payable when 
finished cigarettes leave the factory. 
Mr Collett pointed out that with 
successive increases iii the rales of 
excise, the funds locked up in ad¬ 
vance excise payments has been 
steadily mounting; the 1%^ Budget 
increased it by us much as Ks 67 
lakhs on approxiinatel) tlu- same 
volume of eigarettes. The eompany 
finds this a gn-at handicap ina.smiirh 
as aiiout Hs 2 erores are permanent¬ 
ly tied up in excise Since bank ad- 
vante.s are getting restricted as a 
result of greater demands on banks 
funds, the contpany has made repre¬ 
sentations to tiie (Jovornment to 
allow- the industry some credit on 
excise payment.s. 

The cigarette trade is one "of the 
biggest contributors to the excise 
nie of Government. But suc- 
iye increases in the levy have 
had their impact on the vedume of 

mtf 


the company’s business which has 
not expanded. The turnover which 
used to rise by about 10 per cent 
every year until 1962 became stagn¬ 
ant after that year’s budget and in 
the current year might even show a 
fall. Kising costs and increases in 
excise rates have brought prices to 
a level where consumer resistance is 
beginning to be encountered. If the 
whole of the excise were passed on 
to consumers, sales would fall and 
labour would have to be laid off. 
bo the eompany has absorbed a 
large part of the excise levy, re.stric- 
ting price increase to a minimum. 
The very steep increases in excise 
duties in the 196.3-64 budget w'ould, 
therefore, im|X)8e a substantial bur¬ 
den on tlie eiMnpany and its profits 
would show a marked decrease in 
the current year. 

Alind 

y^LIND's sales declined by IG k1 
lakhs or 7 per cent in ]%2- 
6?> over the previous year; yet the 
taxable profits were higher by -34 
pel cent at Hs ,'>5.40 lakhs. This is 
admittedly contrary to the general 
trend of eumpanv lesults during the 
year which has shown largei sales 
and reduied piofits. The Cbainnaii. 
Shri b Narayana-swamy. in his ad¬ 
dress to the sliareboldeis at the 
Annual Geneial Meeting on Sepleni- 
liei 2.3, has attiibuled the overall 
prohtabilit) of the Company * ojje. 
rations to the effective diversification 
of prodiirlion in the last few years 
The Company bad. however, been 
for<x‘d to <nt the dividend for the 
first time as it bad '‘to salt away" 
ill tax provisions over 26.3 per cent 
of the dividend to sbarehuIdeiK. A 
sum of Rs 39 50 lakhs had been pro¬ 
vided for taxation wbii-h includes 
Rs 9 lakhs to meet the SPT levy. 
The SPT areording to Shri 
.i\arayanaKwamy had .slowed down 
the eapiial form.ation and he. there¬ 
fore, pleaded for a total sub.stitution 
of SI*T bv nil alternative impost 

Referring to Uie Company’s pro¬ 
gramme of diversifieation, the 
(ihairman stated that the Hydera¬ 
bad covered conductor unit will go 
into production during the last 
quarter of th'e year and the expand¬ 
ed unit at Kundara will also be 


ywiif. ' The^ the 

Coai|>an$^ to 'siblt- 

age plastic imnlated nndergnMin^ 
aluminium babies, Rie progress of 
which has been siij^ly slowed down 
by the late rece^it of Import licepce 
is expected to go into operation by 
August 1964. The Compahy is now 
arranging to seoore an additional 
properzi unit lor continuous rolling 
of metal which will expand the ’rol¬ 
ling capacity at iCundara. Hie for¬ 
eign exchange loan necessary has 
been negotiated with ICICI. With 
iJhg completion Of this programme 
ALiND would be one of the most 
complete cable manufacturers in the 
country. Shri Narayanaswamy ex¬ 
pressed the hope that having re¬ 
gard to the projects under imple¬ 
mentation and examination, there is 
reason to look forward to the futuce 
with confidence 

The (.'ompany had a modest share 
in the export of cables which wa.s 
found economic The Chairman 
however taiitioned that offtake of 
Indian cables would be limited 
owing to international lompcUtion 
in the world markets. He described 
the Report ol the CaJiIe Industry 
Team of the Indian Productivity 
CounnJ, as a i)ur|x>seful and practi¬ 
cal one and commended the rei-oin- 
mendations to the attention of Gov 
eminent and cable manufacturers 

Machinery Manufacturers’ 
Corporation 

^DDKESSING the shareholders of 

the Machinery Maniifaeturers’' 
Corpoiation at the Annual General 
Meeting on September 2.S, the Chaii- 
maii. .Shri K C Maliindia ■<lated 
that the Compaii);^produced over 7<f 
per cent of the total output of card¬ 
ing engines in the coUtttry. This is 
an important landmark in the his- 
loi) of the Corporation. Another 
landmark reached by the Corpora¬ 
tion i.s that it i.s now in a po.sitioii 
to manufactnre complete diesel en- 
gir»*s ranging from 6] to 133 h ]) 
from casting to painting as a 
result of arrangements concluded 
between the Company and th<* 
Indian National Diesel Engine Co 
The Chairman extolled the part 
played by the Managing Agents m 
bringing certain integrated expan¬ 
sion plans formulated some years 
ago to fruition. The ManaginR 
Agents deserve further ctvdit for 


Gwmtttmt lenjer 

wMuataAce tto tke CcmpADy bn bo 

riian three oceesiom. 

The Company’* fortunes have 
JHaiM taken, a tiun. for the better. 
Oyer the iast four years there was 
an in^rovement in business condi- 
thms. The Company was able to re¬ 
duce its indebtedness to Government 
and to the IFC by about Rs 27 lakhs 
in these years and to build up a 
H^Sorve of over Rs 3S lakhs. 

Dealing with the progress of the 
Company during the year, Shri 
Mahindra stated that the Company’s , 
works have operated at a satisfactory 
level. In addition to maintaining 
the high rate of production of card¬ 
ing engines, the Company has offer¬ 
ed its resources to the Ministry of 
Defence for the production of Ord¬ 
nance Stores. Certain educational 
orders have already been completed. 

The process of rehabilitation of 
plant and equipment has continued. 
The Corporation has now obtained 
a licence for import of special ma¬ 
chinery required for the manufac- 
tore of Spend Frames and the 
equipment will be secured within 
the next few months The Corpora¬ 
tion’s development section is keeping 
pace with latest research in carding 
technology in other countries and 
it will li* in a ready position to 
adapt its carding engines to .suit new 
developments. 

The Chairman expressed Ins opti¬ 
mism in broad terms, by saying 
that supplies of equipment to the 
textile milU continue to be very 
.satisfactory and bookings for the 
six months of the current yeai are 
good. 

Indian Oil Company 
INDIAN Oil tnade a profit for tlie 

first time 1962-63, The profit 
amounting to Rs 59.61 lakhs gives 
a return of 18.5 per c-ent on the. 
equity capital of Ks 322.25 lakhs. 
Out of the profits, the Company has 
provided Rs 43.44 lakh* foi deve¬ 
lopment re-serve and wiped off ac¬ 
cumulated losses of Rs 16.85 lakhs. 
The Chairman, Shri P A Gojiala- 
krishnan, who addressed^ the Fourth 
Annual General Meeting of the 
Company, observed that the profit 
would have been more had there 
not lieen excess payment of duties 
and Central sales, lax, etc, which 
the Company is now re-claiming 
from Government and certain ab- 


Salae have almoat trebled in 19i62- 
63 compared with the previous 
year- Starting with two oil pro- 
dui^, IOC now sells fourteen pro¬ 
duct*. Two blending plant* proposed 
to be set up jointly by the IOC and 
Mobil Petroleum are expected to go 
into production in 1964 and will 
lead to considerable saving of for¬ 
eign exchange. By making rupee 
payments for oil products imported 

from communist countries, IOC 
saved Rs 7.78 crorre of foreign ex¬ 
change in 1962-63 as against Rs 
4.57 crores in 1961-62. 

The Chairman has complained 
against delays in settling bills. Hie 
Cfovernment’s outstandings at the 
end of August 1%3 are over Rs 8 
crores, of which K* 4 crores are due 
from DGS & D and Rs 4 crores 
from State Governments and State 
undertakings. The delay in pay¬ 
ments is throwing a burden on the 
Company forcing it to carry a heavy 
overdraft and pay Rs 2 lakhs per 
month as interest. The working capi¬ 
tal requirements of IOC have gone 
up and the Chairman has sounded 
a note of warning that in the cur¬ 
rent yeai the profits are likely to go 
down. 

Money Market 

Tluinday, Morning 
pOR a second week in succession, 
the inter-bank call money rate 
remained unchanged at 2 per cent. 
Supply and demand vailed from 
time to time, but the rate kept 
steady indicating a situation where 
neither were the borrowers inclined 
to pay more nor the lenders willing 
to lake less. Supply more or less 
matched the demand and the con¬ 
tinued return flow of funds did not 
exert sufficient pressure on the mar¬ 
ket to make money go ahegging. 
While the 2 per cent rate' was well 
maintained in Bombay, the rate in 
Calcutta which hardened during the 
middle of last week to 3 to 3^ per 
cent tended to move down, moving 
erratically between 3 and 2 per 
cent and occasionally even coming 
down below 2 per cent to touch 
per cent. 

An easier resources position wa.s 
indicated in the Scheduled Banks 
returns for September 20. Aggre¬ 
gate deposits further rose by Rs 
16.95 crores while bank credit con¬ 
tracted by Rs 8.77 crores. A ^urt 
in the banks’ investments in Gov- 


tsmaaai securitiea by 
, nigepita that a major ««>• 

tfon o( ithe funds that HoMred in, 
found tlteir ywiy into Govermneiit 
securities indicating By the way 
how banks are inclined to deaf wdth 
surplus funds accruing to them for 
the time being. Call and short notice 
funds recordi^ an addition b{ Ra 
3 43 crores only The banks’ cash 
and balances with llie Renrve Bank 
have shrunk by Rs 4.20 crores white 
their borrowings from the Reserve 
Bank have increased by a mere Rs 
69 lakhs. Even with increasing re¬ 
sources, it appears that the amouht 
of floating funds seeking investment 
is not so large as to depress the 
call market. It is also clear th^ 
banks are keen to swell their invest¬ 
ment portfolio and to divert their 
surplus funds into gittedged securi¬ 
ties, current yields on which are still 
high compared with TVeasury Bills, 
cal) loans, etc, to attract funds. 

There was a further contraction 
of Rg 12.62 crores in active notes 
during the week ended September 
27, and this entire amount, togedier 
with a further note issue of Rs 1.52 
{Tores, are held in the Banking De¬ 
partment The additional note is¬ 
sue has been secured by a rise of 
Rs 1 51 crores in rupee coins and 
of Rg 1 lakh in rupee securities in 
the Issue Department. 

Deposits of the Reserve Bank in 
the aggregate have fallen by R* 
8.95 crores of which Rs 6,95 crores 
represent depletion of Governments’ 
deposits and Rs 50 lakhs withdraw¬ 
als by scheduled banks. Balances 
held abroad are down by Rs 1.42 
crores. (fovernment borrowings, on 
the other hand, have gone up by 
Rs 4,72 crores while those of sclie- 
duled bank.s have increased by a 
small amount of Rg 43 lakhs. Other 
advances ate also up by Rs 1.39 
crores. Against the withdrawal of 

depoKits and additional loans ad¬ 
vanced, there is a fall of Rs 19.32 
crores in the Treasury Bill holdings 
of the Bank. The Bank’s investments 
show only a minor reduction of Rs 
42 laklis. 

The giltedged nuiket continued 
to be active. Sustained demand from 
banks and insrituUonal investors 
took Up several issues, Short and 
medium term loans as well as State 
loairs evdeed more enquiries but 
sellers were not keen. Conversion 
loan went ahead to Rs 65,5.5. 
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INDEX NUMBERS CM? IVDUSTBlAt 
PR(M>UC11!^ 


(Bait 

. igs£ 

r=’l 60 ) 



' May ’63 

April ’63 

Mai'’6S May'62 

Miq^teg and qaarrying 

17SI.0 

178.9 

1834 

1604 

Coal 

171.2 

170 6 

173.9 

753 5 

Man afaclnriiig 

153 2 , 

146,8 

154 0 

143.7 

Sugar 

3 5 

59.6 

154.2 

96,3 

. ’ Tea 

i07.6 

62-6 

23.7 

107 1 

Salt 

iSO.S 

227 8 

164 7 

268.5 

Cigarette*. 

152.6 

145 7 

157.0 

151,2 

Textiles 

120 1 

118.0 

115.3 

115.6 

Cotton (Spinning, 





Weaving and 
finishing) 

113 9 

1104 

107 0 

1110 

, Jute (Spinning, 





Weaving and 
finishing) 

1199 

120.2 

119() 

109.9 

Woollen (Spinning, 
Weaving and 
finishing) 

1786 

162.3 

161.4 

129.1 

Footwear 

222.1 

222 3 

241 4 

■166.3 

Paper & paper products 

208.3 

208.3 

229 8 

190 4 

Wood and cork 

Leather and fur 

!9‘1 7 

194.7 

197 4 

150.2 

pruduktH 

4 29.4 

i294 

161 8 

1.37.1 

Rafaber products 
Chemicals and chemical 

176.0 

181.3 

189 1 

162 7 

produr U 

Banu' industrial 

226 6 

189.4 

187.0 

171 2 

th^mirali 

409 6 

279.0 

300 3 

251 8 

Weavy organic 
chrmicah 

258 3 

, 307 1 

319 3 

215 5 

Heavy inorganic 
chnmieals 

Synthetic resins and 

534.1 

3I0.I 

343.9 

294 0 

plastics 

545 4 

314.8 

335,0 ' 

321 9 

1 Dye-fituA' 

115.2 

135 i 

121 6 

135.0 

• Fertihsers 

215 8 

191.6 

195 9 

163.1 

Faints 

1 54.8 

155.7 

15.3 7 

162 1 

Soap 

147.3 

155 9 

127 5 

130 3 

Matches 

100 3 

96.7 

93-9 

90 6 

Petroleum products 
Non-meiallie mineral 

197 3 

188.6 

208,3 

166 2 

produets (eaeepi pet- 





• rokuni and- coal) 

Structural clay 

206.0 

' 198 6 

211 b 

195 9 

products 

217 \ 

■208 7 

218,0 

‘208 2 

Glass and glass 





pioducts 

104 3 

164 5 

171 7 

162.6 

Cement 

193 6 

194.0 

199,4 

175 3 

‘ flaitlc metal indusines 

260 5 

255 5 

280.3 

2178 

Iron and steel 

270 5 

265 5 

295 3 

233 0 

Fig iron and 
fetro<alloys 

375 1 

371.3 

378.6 

311.2 

Finished steel 

295 8 

295-9 

349.2 

270.3 

Copper ‘imejting 

145.1'■ 

1361 

136.2 

192.3 

Altttniniom 

381 7 

375.3 

395 0 

201,9 

Bram 

Metal products (egeept 
piachinery and’trantport 

206 2 

193 3 

1838 

181 3 

183.4 

i84,3 

186 6 

equipment) 

Manufacture of bolts, 

185 2 




. ' nuts, screws, nails, 

springe, chains etc 

155.2 

149 3 

143 1 

167.9 

Hand tools and 



326 5 

259 5 

. . small tools 

264.0 

303.1 

Metal peoducU not 


* 

172 I 

180.8 

, elsewhere classified 

179 3 

174.4 

Madiinwy (wcepr eleelrical 
'' mAchinediy 359 5 

349. b 

345,6 

• 2«1,4 

' Sewing macbmes 

287.0 

?51,8 . 

217,2 

285 5 

1 ' Inien^ coolbuttion 

sMBiRMgMRlflA 

383.7 

363.9 

380 5 

078 9 

/ I 

'tisd^tafl' tqiwblinery 

,Vf,'&Betcla"4»biet < > 

. ; 

356.2 
243u5 
253.0 „, 

. 352.1 
223.6 '■ 
187 6 

‘ ti*" 

.347 ft 
241.1- 
• 232.5 

269.8 
219.2 
' 209,6 


V ^, 1 ,. tj 


Sloctrl^ motors 
Power transfonnem 

. .3|?5' 

'339.5 

. 342 8' 


314:5.. 

24&6 .. 

,, 326,7'"'^, 

'469.2 

iBlectric lamps 

- mo ■ 

272,6 

•267.1, 

228,0 

'Elertnr fans 

489 9 ■ 

‘395.4 

<369 7 * 

399 3 

Itadio receivers 

' 264.2' 

275T'’ 

4168.7'' ' 

221 0 

Transport equipiji-^nt 

^ 153.0' 

K1.4 

-Wl,'' ' 

■' Ji50 

Autoinobilcs 

•158.1, ; 

. 435.1. 

*177.7 

Btcycles - 

, 189.0 

173.1 

t‘7d.6, , 

■173,1 

Electneity generated 
GENERAL INDEX 

255,6 

255,6 

246.7 

r } V 

, 2?S6 

Crude 

i5Bx: 

. 153.2 

,1596 

' m a' 

Seasonally adjusted 

160.7 

155.2 . 

. 157,9 , 

1149.6 


Source : Department of Commercial lOteMfftenCe S^ktis 
tics, MinhuV of (Jommcrc? and induH)7r *. 


BANJONG RETUllNg / ' , 

{Rs ^res) ' . ' ’ ^ / 

Refterve Banh 27 20 Aug 20, 20, 

'«2 


1 

Note circulation 

2192.31 

2204.43 

2191.07 

201148 

2 

Rupee coin 

125,38 

128.85 

123,89 

125.63 

3 

Deposits 



' 



(a) Central (3ovt 

64.30 

,70.20 

73.90 

61.79 


(bt Other Govtg 

6.08 

7.13 

10.22 

13 76 


(c) Banks 

87 94 

88 41 

8915 

85 72 


(d) Others 

109.43 

180.95 

159.82 

183.09 

4 

Foreign secuniies 

89.46 

89.46 

89.46 

88.34 

6 

Balance abroad 

7 62 

.9.04 

5.06 

6.60 

8 

Rupee securities 

1892.31 

1892.30 

1892.21 

1708.06 

7 

Investments 

196.71 

19613 

222.28 

172,76 

8 

Loans and advances 



' 


to Qovts 

60.08 

50.87 

45.40 

31,38 

9 

Other loans and 






advances 

139,46 

144 18 

140 .50' 

146,.56 

Seheduled Banks 

Sep 20 

Seji 18 

Autg S3 

Sep 21, 






-62 

1 

Aggregate 






deposits t net) 

2208 21 

2191 26 

2196 07 

2038 84 


Demand (net) 

96848 

947 26 

980 10 

769 77 


Time- (net) 

1241 73 

1243.99 

1235.96 

1239.07 

2 

Cash In hand 

61.10 

.52 45 

.53 95 

47 92 

3 

Balance with 






'Reserve Bank 

83 92 

86.86 

96,03 

m 58 

4 

(2) 1 (.3) aB'% 






of (1) 

6.12 

6 36 

6.78 

(J.3.5 

0 

Borrowings from 






Reserve Bank 

1 59 

0 90 

0,38 

B 29 


(a) Against usance 



’ 


bills and/or pro 





mlssory notes 

... 

0.5.5 

— 

6,04 


ibt Others 

] 59 

0 35 

0.3« 

1 25 

6 

Advances 

1233 96 

1242.52 

12.56.23 

118616 


(a) State Bank 

236 41 

238.14. 

240 48 



(b> Others 

997.5,5 

I0U4 38 

miB.Jb 

... 

7 

Bills discounted 






(a) Inland 

164 45 

163.87 

16167 

14726 

„ 

fb) Foreign' 

52.25 

53 52 

49.'93 

49.37 


(c) Total 

216,70 

216.89 

• 211.60 

16A63 


<i) State Bank 16.48 

15 63 

16.92 



(11) Othens 

201 22 

201.26 

195.68 

.— 

8 

(63+(73 a's 




- 


of (1) 

'65 09 

66.80 

66.84 

67.82 

9 

Investment in 






Govt Securities 

772.66 

751.04 

745.84 

. 68364 

10 

(9) as "A of (I) , 

34 99 

34.27 

33.96 

33 83 


Bombay Money Rates 

a 


\Per 

v^tit per 

annum) 




f 

Sep 80, 

Sep IS 

At% 8S. 

Sep'21, 







Cnll money 





fpbm Banks 

209 

3.04 

2.03 

8.94 

Deposits 

' 



' 

fiteren days 

3.00 

3.00 

■ 3.00 


Three mtmths 

’ --4 

^ - 


. 

fm- months 

' 3.T8 


mi 



( / 






'If - 


AmmhM ‘ 
cemiB' 

knA» & Veoetebles! 

, |tUk j & 6hee 

' FtRta, >agfini & Meat 
Su^ar & Oor 
.Chh^g. 

Uqnor & 9 P«|mm!<so 
V IVjWcco 

t^ower, Light « 
]Uibr|c«Uif» 

IndanttW Raw . 
Mflitorlalit 


, mi' 
l«s.4 

141.& 
1284 
IM.? 
183.7. 
212 9 
180.1 
U8Jfr 
lisa 


2MiM 

mi» ■ 

1183 
imA 
143.4 
138.« 
184.8 
1833; 
214-7 , 
ias.a 
m.8' 

m.4 




'4«kl. 

mo 

1083 

•148.1 

186.0 

1402 

1833 

180.6 

188.0 

tlft« 

116.7 


IMA 

111,8 

1830 

1268 

1604 

ISR# 

.188.0 

mi) 

M3 

960 


19f;6 1678' U73 124.8 


18»4 , J88-* m * 

TttiWf 133,7 3323 ■ 320.9 lSO.2 

. Oiliaeds ' ‘ 166.7 186.8 163.7 160.0 

U4n«l-&l0 , M.8 91.6 ' 98.4 03.4 

V' Otlwrg ‘ 128J2 .125;l 128.1 124.0 

MsnofhntaM 131.0, . laOJ 180.6 TM.8 

Internwdlatc! ProOnotg 186.8 183.7 180.0 142 8 

^InlDhied l^roducis 128 6 126^6 1266 127.2 

T-eictlle* 127.6 127 7 1275 126.1 

CoMOTt ” • 135.5 1352 135..’5 120 3 

JOte 60,8 100.9 100.7 114.3 

'IVoollen 196 6 1564 156.6 141.3 

Silk & "Rayoh 1401 140.1 136.7 131,9 

Metal Products , ,163 0 163 0 168.0 161 0 

ChemlcalB ' 117 6, 117.6 117.9 119 3 

Oil Cakes ' 164 8 164.4 166.3 1631 

Machinery & Transport 

Equipment 123 8 123 8 123.8 117 6 

Others 128.6 ’ 128.6 128.4 125.3 


jwti i fw iii i^ . 0^. tllKi 

EhlteiHi tM 1968.68 

' -Aft* >idu»ii0Uui itKtes) 

Pnykm* year's 
correipcmding 
estimate 

. 79,624 

41.211 

27.211 
io;p5 

5,(SK4 
10,441 
32.995 
8.020 
23.250' 

5.611 


Ciwp 


Rice 

JowAr 

Maize 

R4gt 

Smell tniUets 
Wheat . 
Baffey 
Oram 
Tur 

Other kharil 
puIsM 
Sugarelne 
Tobacco 
Potato 
Groundnut 
Sesaitium 
Rapeteed and 
mustard 
Lutseed 
C<H»ort 
Jute 
Mmta 
Saitiihemp 
Source 


OtnwM,' 

rStiiHBlr 

80.496 

42,281 

2530' 

1Q.78B 

5,079 

10,TO4 

33,016 

7.590 

22,635 

5,646 

13.046 

5,489 

940 

854 

16.407 

5,603 


.3,090 

3.078 

19,041 

2,095 

R6I 

634 

Eronomic and 
meat of India, 


13.247, 

5,954 

94L 

768 

15,869 

5,324 

2,731 
' 3i»W 
18,648 
2.280 
960 . 

650 

Statistical Adviser u> 
Ministry of Pood and 


Percentage 
tocfttaeeadF 
denhun 
4.I.1 , 
+2.6 

0.3 ■ 

— 1.1 
+ 0.1 
—9.4 
— 1.8 
+0 7 

—1.5 
—7.8 
— 0,1 
+ U.2 
+ 3 4 
+ 5,2 

+ 136 , 

'+2.5 
+2.1 
. —81 
,~10.3 
—2,5 

the Govern- 
Agricukure. 


INDUSTRIAL FINANCE CORPORATION 


Alt Gonimodltlea 

186 4 

188.8 

tMO 

180 8 

STATE HNANCE CORPORATIONS 
Liabilities and Assets 

(Rs Lakhs) 

p/ 


Figures 

for the 

last Friday 


July '63 

June '63 

May'63 July'62 

No of bPGs 

Liabilities 

C«ipital uiul reserves 

,15 

15 

■ 15 

15 

(i) PaiU-up (apiuil 

15,33 

15 32 

15.32 

16.11 

( 11 ) Reserve fund 
(ill) Provision for bad 
and doubtful 
debts and 

17, 

16 

14 

13 

other reserves 

35 

33 

32 

18 

, Bonds and debentlirrs 

18.48 

18,48 

18.48 

14,94 

Other liabilities 

3'Otal liabilities or 

assets 

17,67 

16,94 

16,53 

11,01 

Assets 

Clash in hand .ind 

.51,99 

51,23 

50,79 

12.40 

.balances with Hanks 
InvcsliiKiils in 

4,33 

4.30 , 

4,13 

7,96 

, Ooveriuup.iit senuilii' 

1,29 

4,47 

4,52 

4,48 

kawns and advances 

33,82 

33,05 

33,04 

24.61 

Debentures 

22 

22 

22 

14 

' Other assets 

Ssiuree i Receive Bank 

9,33 

of India. 

9,19 

8,88 

5,22 


LiabilitMiB aupd Aasots 

(Rti Lakhs) 

Figures for the last Friday of 
'July '63 June '63 May '63 July '62 

Liabilities 


Reserve funds 

Reserve for doubtful 

2.85 

2.22 

2.22 

2.16 

debts 

14 

.14 

14 

14 

Provision for taxation 

1.44 

59 

59 

59 

Bonds and debentures 

28,24 

'28.24 

28,24 

22,24 

Borrowings 

26,93 

26,91 

26,58 

20.06 

(,) From R B I 

— 

—- 

1,12 

— 

(li) From Govt 
(in) In foreign 

24.75 

24.75 

23,75 

19,75 

ru rreney 

2,18 

2,16 

1,51 

' 0,31 

Other liabilities 

Total liabiiibes or 

22,90 

23,49 

21.15 

18.94 

aeiets 

Assets 

Gash in band and 

82,52 

81,61 

78,74 

64.71 

balanrch with hanks 

1.94 

1,64 

1,82 

2,37 

Loans and advances 

59,58 

59,86 

57.60 

49,30 

Other assets 

houoee s Reserve Bank 

2 LOO 
of India 

21.11 

j. 

19.32 

13,03 


Foreign Trade of India 

Merchandise Value 


Cloth Production 

' (Million Metres) 


1962 


Mar’ea 


CoR^rsci ' 

62-1* 

60 9 

5.5 8 

63.4 

Lower medium 

116.1 

107,8 

1197 

1170 

Jligher medlunj 

' 147 8 

129.6 

170.9 

162 2 

Fine . 

19.3 

16.8 

14.3 

- 16 4 

Saperhne 

• 23.4 

22 0 

206 

21 1 

Total . * - . 

368 6 

337 1 ' 

381,3 

380.0 

SOHyeO'"* ’ ‘TeStlBe- 

GovenuAenitv. 

dl India, 


■a ’n 11 1 


Brnibay 


(Rs Crores) 

July'63 June'63 July'62 


Apr '63. 

M’0 

239.05 

i,aa 

965,68 


Apr '62 
July *6? 

20.4.96 

3,47 

968,04 


Exports 62,B9 56,95 56,47 

Re-exports 30 26 29 

Imports 89,54 85,35 94,17 

Balance of 
tiadc 

^urce I DepartmeM oi'CommercUl InteV^aace and Slatu- 
tica, Miniatiy of Gwnmerce and Industry 


-26,35 —28,14 —37,41 —125,31 


-159,61 


. Pnated' tw A PenuiXKlaa at KaW Jack PrfaldnK ^oiks Prirate Ltd Glebe Mills Pessage, off Oeiialc Road, Sombay 13, said pub 
i^Wuid by'btaD 6^ Aaia 9 JUfH A|(« Pub^4xa[;i limited bom 65. Apsdln Stmet, Port, Besabay t, Editor 1 SAOaut CsMuostvai 




Featured above is the "EXPRESS", Eastern 
Railway's first passenger locomotive. 



Until the advent of John Cray As a constituent of the Martin Burn 

upon the scene in 1829, the main lines Organisation, Burn & Co. Lid.. Howrah, 

of business of the old-established firm have, among other things, specialised 

of Burn & Company were house- m railway engineering and the large- 

building and cabinet-making. Gray pul scale building of rolling stock for the 

the affairs of the young company on a Indian Railways. Since 1904, the 

firm foundation and expanded its acli- Company has produced more than 

vitics into the new fields of civil and 58,000 four-wheeler units of more than 

mechanical engineering, iron founding 100 types and over 1,12,000 sets of 

and contracting. crossings and switches for India's fast 


Recognised as India’s first railway con¬ 
tractor, Gray laid between the years 
1851 and 1859 one hundred miles of 
permanent way for the East Indian 
Railway Copipany stretching ovei two 
provinces. Gray’s pioneering railway 
work “reflected great credit on the 


expanding transport system. In addition, 
from their Structural Shops have come 
many thousands of tons of fabricated 
steelwork for the building of railway 
bridges spanning the great rivers of this 
sub-contment 


Firm” and earned the Company good 
proflts which went into the purchase of 
some land at Howrah on which a 
foundry and workshops-^t^ midei of 
the present HpWriih Ironworks of Bwo 
A Cov erected. 
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T^ie Congress President . ■ 

i'lyHE tthe^itjr >(d^ whjch tlie CongrsM Woridnjj CotnadtjteH }m, 

'' propcMs^ K Kamimj to be the party's ne’xt President,, the s^f^rein 
eptnesB of die choice and the unraserveid accolade with whiCh u ha# 
been received diroiighoat the country ^ all diese tend to obseu^ m 
tsilfnificance of Certain recent developments rdated to the 4Sco''vf tlii 
Congress President. Most impottapt, for the firtt time in yom a(iia»> 

■ of the foremost Congress leaders We evinced a been interctt in 
fate of the office. Lai Bahadur Shastri, Morarji Desai, Atuly* 
each one of diese had his pushers, though none’ ea bmib ns S l!|[ ’ 

whose propaipuida for Ghosh was open and challenging. In foct, the 
sudden decision .to sponsor Komaraj «t the Working Committee mdct* 
ing was very likely intended to forestall further moves and counW 
moyep on behalf -of rival candidates which-could hardly iTTPsin dllt 
C(eet much longer and which, once they came into the open* would 
, hhva been all that was yet needed to complete the mocWy ol thoZ. 
Kamoraj Plan's ideal of renunciation. 

This rehabilitation of the office of CongrcM President i« « teeent 
development. Till last vear it was a sineciire to which no Congressman 
attached any much importanee. The present incumbent, D Swjivoyya, 
is typical of the kind of men who have occupied the Congress *Chdi*' 
in recent years andZ normally, the question of who was to succeed htm* 
would have been a matter of indifference to moet'Congressmen, 
impol^oe which has suddenly come to be attached to the Congresa 
Presidency is a measure of the growing assertivene^ of the psrty’t 
orgatiisatiOnal wing. In the States, of course, the organisation faaa loi^ 
since'emerged h’om its eclipse rn the immediate post'Independendh 
years and come into its own. As a result, a kind of two-party systHU 
has been in existence within the Congress in the States, with the oig&si' 
satibh playdng the role of an opposition and offeritig itself at an M>ar> 
native' Government, ready to step into office. Gonfliet between tlpj 
organisational and ministerial wings has been the set pattern qf tlw 
power strugglfli iq the States. 

"Thl? pattern had not caught on at the Centre where thU Goverqt 
ment dominated. The principal reason for this was, of course, die 
tt^rjtfg pcrtonUlity of the Prime Minister and the fact dial |io CPlir 
gtd^man could hope to gain anything by placing himself in a. position 
Of olpli^ltion to him. So outstanding Conteros^ leaders chose to remain 
in the States till th«y were called to join the Government at the Centre. 
As a result, in New Delhi the Government was albpowerful and the 
^rty organisation, more or less a, aphsr. 

It is premat^ to say that the position Is reversed, but the procese 
‘ qf fehghgd h,sis''b^iila.''' The role of a section of the CoYisress Otganhw.* 
tion w 8«oqrfftg':ttb'teiignatfoifi of Krishna MenOn and K D Malaviyt 
w'^fr'KhotJm '>^6 Prime Minister has rcogtiised' this trend; ho 
^bt^bs&'hW rerigmttioli Under the Kamafaj Plan not to the Congrom 
^yifawdJ^W^ Piarty''Which elects the Prime Minister hut to 4f«s Coro- 
Cbmmittao and jt was the Working Committee! which 
' ^ ho i^l'Condnuo'in office.' True, th« tendering of the 
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reufnution *» w«II ae Its 
w'j^ bdtH' fortiul stcts, iwt lonaaliy 
iBt' least the Prime MfnteWi” now 
cOtltinnes in office at the bei^st of 
the Working Committee and the 
AICC. When the time comes to 
choose a new Prime Minister this 
formal authoritj^ will have been 
transformed into real power. For, 
the causes which led to the ascend¬ 


ancy ol the party oagaokatfon. iiii 
the States Ji^ to opemta 
at the Centre. oifSf-’Ioxiad 1^ 

portanct! of the Congress Presid* 
ency reflects this fach A sirOng 
and determined Congress President 




amt 

return lo dte orggldsMbh!. In re¬ 
trospect, this may weU .he the 
Plan’s vital consfeliueDCft. 19 te eleva- 


'' ^ 'V’ »\ ’rt 1 M-. 


could be fn a position to inflaftice tion of the prune pro^Reut ol re- 
decisiveiy the battle of suceeasion. nunciation to what ttiay well tom 
The Kamaraj Plan has contributed out to be the most .powerful, post 
to the stimgthening of the party’s in the country is symbcdh:. 


Khrushchevas Left 


pOURTEEN years ago the People’s 
Republic of China was born. 
The inner working of the new titan 
has been obscure, but the outward 
e/lects have been explosive. 

Chinese Communist domestic 
policy has oscillated throughout its 
life between ultra-leftism and more 
(Autious planning, both within the 
broad eategory of Stalinism and 
both having aimilarities to Stalin’s 
policy extremes between 1925 and 
1940. Five years’ relative caution 
based upon a broad coalition bro¬ 
ught the Party to power, and esta¬ 
blished its first efforts to develop. In 
the last five years of the fifties, by 
contrast, the ultra-left tendency 
swept away the earefill defences erec¬ 
ted in the earlier period — the con¬ 
vulsion of the Leap Forward and 
the even more radical Great Leap 
Forward. As if to show the Soviet 
Union and its own- iiltellectual.s how 
little it needed their help, the Chin¬ 
ese leadership placed complete trust 
in mass action — structured of 
course at every point by the strong¬ 
ly rooted rural cadres of the Party. 
The effort, economically dangerous, 
became disastrous after three eon- 
secutive bad harvests- China’s vul¬ 
nerability on the agricultural front 
was revealed — and, as a consequ¬ 
ence, policy emphasis shifted from 
the classical Soviet stress on priori¬ 
ty for heavy industry development, 
to developing agriculture, aided by 
such industry as would help such 
development (viz engineering, 
chemicals etc). In addition, the 
weight on the peasantry whose des- 
perate standard of living provided 
the surplus to develop industry, was 
relaxed a little — a measure per¬ 
haps of widespread rural discontent 
Similarly, the regime wooed its ali¬ 
enated intellectuals, offered them 
greater freedom for technical dts- 
ettasiofi, and agreed to pay interest 
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On expropriated capital. All told, 
China was briefly freer than at any 
time since the inglorious hundred 
flowers bloomed. Late this year, 
however, Party cadres were turned 
back to ‘class struggle*, to scotch 
the allegedly rising signs of bourge¬ 
ois deviationism. 

The leadership which has opera¬ 
ted this rigaag is relatively mysteri¬ 
ous. Observers suggest that the dif¬ 
ferent pha.ses reflect the emphasi.« of 
different factions and the conflict 
between the bureaucracie.s of State 
and Party. On the one hand, the 
Government bureauciacy, led by 
Chou En I^i, is relatively cautiuu.s, 
favours planning, a greater measure 
of technical advice, consolidation 
and .stability, on the other, ihe 
Party cadres whose power is in 
mass action, not technical expertise. 
stres.s the need for a continuous na¬ 
tional crusade, for a developmental 
blUzkreig, and are led by Mao Tse 
Tung and his heir apparent, Liu 
Shao-ch’i. Marshall Peng, the for¬ 
mer Defence Minister, was sacked 
in 1959 for publicly enunciating the 
objections of the first group to the 
Great Ix’ap Forward. Marshall Lin. 
the current Defence Minister, is said 
to hack Mao, although younger 
Army officers might be thought to 
favour stability, modernisation and 
professionalisation in the Army. If 
the thesis is correct, Mao would 
seem to have directed the Sino-So- 
viet dispute —• if Chou could over¬ 
come him, greater co-operation with 
Russia might be possible 
All this IS speculation, but what 
is not speculative is the course of 
the great debate between the two 
Communist giants Khrushchev has 
put behind him the problems of 
unddr-development, and its ideologi¬ 
cal comnenion, Stalinism. He has 
no use for ‘mass action’, but deals 
with Covemttients. and has the le- 


sources to bribe them or threaten 
them with hia military power. Cur¬ 
rently, the Soviet Union pays out 
S 1,000 million to non-Communist 
backward countries, a sum probably 
greater than ever went to China. 
Thus, Nasser can inqirisoii Commu- 
ni.sts, Kassem outlaw them, without 
affecting their receipt of Soviet aid. 
By contrast, China has few resour¬ 
ces and must rely primarily on hei 
ideological appeal- The eosy world 
of 196.H Soviet Union -is as far 
economically from China, as the 
US is. Russia has everything to 
lose by encour^ing discontent ab¬ 
road. and as a consequence, Russian 
Communism is no longer a revolu¬ 
tionary creed — the foreign Com¬ 
munist Parlies have become no more 
than adjuncts of Soviet foreign poli¬ 
cy which is itself conservative 
Russia now offers defeat of capita¬ 
lism only through economic compe¬ 
tition — a contest in which China 
has no part to play. On the contra¬ 
ry, China must maintain a continu¬ 
ous revolution to pufl herself up¬ 
wards economically, to extract even 
more from her people—national pai"** 
noia is a ’necessary weapon to spur 
her people to greater efforts 
For Russia, all arc friends who do 
not love Washington (and even 
W’aBhington beside Peking is becom¬ 
ing a friend) — for China, all arc 
cue.mics, for the absence of a foreign 
threat is a positive danger to the 
stability of her stotuls qtto. Ac¬ 
cordingly. just as the old Stalinist 
theory of ‘capitalist encirclement’ i« 
needed, so is the terror of Stalin 
and the cult of his godhead, neivled 
in China. In trying to unwind that 
cult. Khrushchev deprived Mao ot 
a necessary weapon in China 

To the natural tension between 
allied developed and backward 
countries, economic relations were, 
added. The Soviet Unkto cpmpdL 



' «i^«il (iA . .ammii 

_ _’I’j^ ttfj ikifi'Cflmrtiitirf**' 

'‘Ul^|; ’CW'vn u<w4 /<tii«l aid 
,laM|> CliJraa itt Moat ^ 
lE^^n allm coiuld be disciplhiei 
irona Mpsww^ And foreign Conunu* 
i 0 ligt Purtwa "were aiway» ^ weak 
to^ticaiat RiusiA. Yugoslavia, geog**' 
^icyiUy disunt, and baaed not on 
%ti«eiAn :l^otaetB but pt^ukar sup¬ 
port, was naturally a rebel if Rua- 
^Ught to exploit her; and now 
Qtina, similarly distant and based 
upon a purely domestic revolu- 
titm, but bigger in manpower 
than Russia, naturally diverges 
from Moscow. There was no power 
capable of making Cfama a satellite. 
True, China was defended by tbe 
Soviet Bomb, and this has pierhaps 
prevented a final rupture. That 
break cannot lo'ng be postponed 
however if the two continue to clash 
so violemtly. 


lemaia- 
to RA- 
cotiaoU* 


The effects of the rift so far 
have been immense. Already China’s 
trade has been shifted away from 
the Communist bloc — only Ru* 


«d in... trade 

JPi- Roaeia has so _ 

Alto bec.lriepA.^y' 'iilHag^ing 
ccnAcon Mongolia has 

joined the.fonndy Eurqiean body. 
In addition, die Nuclear Teat Bim 
Treaty, Arewdly expedited by 
Kcton^, hat leaeened tbe Weatem 
threat to Rassia. Khrushchev, 
reacting from Mao’s leftism, has 
fallen into die anns of hit bwn 
right, Togiiatti, and, iBore Astantly, 
Tito — at this PAttt, Cortimunism 
almost melts tnto Social Democracy, 
and reuolutioa mesaas little more 
than agitaticm for refonns. Peking 
has thus expelled Russia from tbe 
fraternity of the poor and oonaign- 
ed her to the club of the rich: even 
the whitenew of the Russians be¬ 
comes an accusation. 

'Hie line up within the Commu¬ 
nist world at the moment seems to 
favour Russia, North Korean, 
Iiulonssian, Malayan, Red Flag 
Burmese and Japatiese Communists 
seem to he her friends. North 




''ftonAuit'a&rRuiAtt ’fits, hdf 
ad, rontolM'^tentral. TW fiSnBi^ 
met RaAW of Attshcalti^. Bet^to 

Italy, Rracil, and India ai« split 
the mom revolutionary eleraenti 
goyig «o C3iina. Ih tithe dutum 
Uuna will lenwiti a potent direkt 
to all conservative Communist lad- 
•ders, just as China’s defiatibe gives 
tlw itiast European countries room 
to disagree with Moscow for the 
first time. 

China, autarchic and immense,. « 
aociety of Puritan or Stakhanovite 
Saints, remains virtually alone, 
much as the Soviet Union once 
was. As such, she will prove the 
focal point for revolutionaries in 
under-developed countries — -Ac 
invites social change, and rejects 
the conservative ratification of the 
world status quo embodied in 
‘peaceful co-exisence’. When she 
finally attains the Atom Bomb, the 
alignments of the world are likely 
to be fundamentally shifted. In 
tbe interim, the world can enjoy 
the new freedom incumbent uwn 
the erosion of the old Cold Wai 
mOnolttha 


Weekly Notes 


Power Survey 

the results of the hrst annual 
electric power survey published 
by the Central Electricity Authori¬ 
ty lays bare the failure of fwwer 
planning in the Secohd and Third 
Plans. Taking the country as a 
whole, during the Second Plan in 
no year, except 1955-56. was power 
supply adequate to meet the demand 
Tbe shortage continues in the Third 
Pla'n and will persist till 1965-66. 
This is at the aggregate all-India 
level. Power shortages have been 
particularly acute in certain States 
since there ore no coordinated re¬ 
gional grids to even out shortages 
and surpluses. 

The Electric Power Survey Com¬ 
mittee, under whose auspices the 
survey has been conducted, is a 
body of top Indian and foreign ex¬ 
perts. It was appointed in Decem- 
hief last year to review-and make 
tecommendations about the future 
pUlterti of power development and 
distribution. The results of the sur¬ 


vey are described as firm for the 
“immediate future’’, meaning pre¬ 
sumably the Hurd Plan period, 
while the estimates of long-term re¬ 
quirements are necessarily rough 
and will vary depending on the rate 
of growth of the economy and the 
pace of industrialisation 

The survey judges the adequacy 
of power supply by comparing peak 
load^ on the various power systems 


We wish all our readers and 
well-wishers a happy Divuii 
and extend to them the greet¬ 
ings of the season. 

There will be no issue of 
The Economic Weekly on 
October 19, on account of 
Divali holidays. The next issue 
will lie on October 26. 

Busikbss Manaobs 


with their capabilities. Peak load b 
tbe maximum simultaneous demand 
on a system at any time during the 
year and capability is defin^ at 
its maximum output potential at th« 
time of tbe peak load. The excess 
of capability over peak load « 
termed the gross margin aud is ex¬ 
pressed as a per cent of peak load. 
Tbe existence of a gross margin 
does not necessarily indicate a com¬ 
fortable power position since allow 
ance has to be made for scheduled 
maintenance, emergency outage abd 
operating requirements. Any powei 
system’s capability must, therefore 
exceed the peak load on it by a 
certain margpin. According to thi 
survey, this safety margin would 
vary from as high as .To to 40 pei 
cent for isolated systems to as low 
as 15 to 20 per cent for large, fully 
integrated and coordinated regional 
grids. In the absence of such grids, 
the margin requiremtbit in India if 
likely to be nearer 30 per cent than 
20 per cent. As will be seen from 
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;bctvifMtt ,195S-S6 and IWJSjW 
utd^ting sboniige of power. J3ie 
del}Ctts vary tronj region to. n^n, 
.«ttd in tbtt industrial region#. oi 
^iouih iJihar and Lower bengal, for 
inatance, die gross margin was 2. 
6 and 7 per cent in the first three 
years of tne I'iurd l^lan, respective* 
ly. In other words, power supply 
was short ot demand by roughly 2U 
per cent at the least. 

Capability Peak Orois 
Load MsrSfin* 
^_MnkW MnkW (Per Cent) 





1955-36 

2.2 

1 7 

32 

1906-57 

2.4 

1.9 

26 

1937-58 

2.7 

2.2 

25 

1938-59 

2.9 

24 

19 

1959-60 

3.2 

28 

14 

1960-61 

3.9 

3,3 

17 

1961-62 

4.4 

38 , 

16 

1962-63 

3.1 

4.2 

19 

1963-6+ 

6.1 

53 

15 

1964-65 

79 

6.5 

22 

1965-66 

11.0 

8.3 

33 

1966-67 

12.3 

9.7 

27 

1967-68 

13.2 

11.3 

17 

1968^9 

13 7 

13 1 

3 

1969-70 

14 8 

15.1 

—1 

1970-71 

160 

17.7 

—9 

* Excess of 

capacity 

over peak load 


exproMcd as per cent of. peak load 

.The lessons 

THE principal lesson to be drawn 
from the survey is the need for 
advance planning in power. The 
gross margin on the basis of existing 
power schemes and those sanctioned 
or under construction is expected 
to fall off sharply from about 113 
per cent in 1965*66 to less than 5 
per cent in 1968-69, and thereafter 
capability dtps below load, 

giving a negative gross margin. 
Now, if power supply is to be aug¬ 
mented in the early years of the 
Fourth Plan, work on some projects 
will have to start during the cur¬ 
rent Plan. It can be argued, there¬ 
fore, that the five-year period for 
power planning should extend from 
the middle of one five-year Plan to 
the middle of the next. 

The consequences of the present 
practice of sanctioning power pro¬ 
jects during a Plan on tne basis of 

the estimate of power demand at 
the end of the same Plan are illus¬ 
trated by the year to year increase 
in generating capacity expected, 
during the current Plan, Of the 
total increase of 6.9 million kW 
planned for the five-year period, the 
increase expected in the first three 

' j^are is only 2.4' million kW, or 

'im \ ' 


w-s-j- s7'„' 'vi 

rib .iundikidilfd. 

VO aiiiu! A ttegmat power prejenr 
jMnmuy ukM wi^ut knree 
compfOie alter it ;iia« been scntction'- 
ed and ail hficesSary. ‘httaiiciai aUtt- 
catieos tiave been made; hydro pro¬ 
jects; at ooiuse, taxe even longer. 
octtemeB intended to go into 'ope- 
rauon, say, in the first year af roe 
kourm Xian, theretere, nave to be 
taken up rigfit now. rhe pnndpal 
reason tor me acute sQOitage of 
power in the first two years ot ihe 
current Plan was-that uetaiied exa- 
nuhauon ox schemes was not under¬ 
taken till altm- the beginning ot tne 
plan period, it wouiu appear that 
this lesson has not becy eptireiy 
lost on me Ooveriunent, tor a has 
been reported tnai nve power pro¬ 
jects wmen are to go into operation 
In the early part oi me tourcii Plan 
have alieauy been sancuo'ned. 



The other lesson of tlie survey is 
that It would be almost impossible 
to match power supp.y and datnand 
throughout the country unless co¬ 
ordinated end integrated regional 
gnds are developed, unly then can 
suipluses and dehcits ne evened 
out. hesides, as noted above, with¬ 
out such grids power systems have 
to maintain unnecessarily high grow 
margms. In other words, witn grids 
the samfe capability would be enough 
to meet Ih to i:u per cent larger 
peak loads than in the case ol iso¬ 
lated power systems. At the techni¬ 
cal level, therefore, there has been 
for long complete agreement on the 
need for planning power projects on 
a regional basis and for establish- 
ing regional grids leading gradually 
to an alhlndia grid. For this pur¬ 
pose, it has also f»en decided to 
split Up the Country into seven re¬ 
gions Hut this may not go very far 
as "the opposition to the develop¬ 
ment of gnds has been principally 
political trom State GovernmeuU, 
particularly of States with surplus- 
power .at present, who do not look 
kindly at the prospect of losing 
control over the use of power pro¬ 
duced within their States. 

Bonlrers' flvsfneas Intensts 

'INHERE is nothing ‘in thp law td 
prevent a wide ramification of 
tfie husinoes interests of bhnk .direc- 
^rs. The only iwlriction, iq>art 
from the .overall liniit placed by 
the Gimpamea Act of 20 directo?- 
ahips per Individual,, is that, under 


wtbrae fOompMiy 

.t«tiqg. ngbto of iha haw «o«eavaMMl. 
This is .to prevent, 
finaneisd paw<u' ssul b«lhMltby'’£i^- 
h«s8 _ dpiniiiatifn ^ ^ piviiir ’ ’ «G,.' 
affairs. AIL the adnse, wanawl, 
pommitfcial and indtttoij^ 

are. closely linked. - ‘ 

Some mdication of the «xtim.of 
the merger of financiial and hunadss 
interests is given in a - study ^ the 
interlocklt^ -of dicectaeships n^ken 
banks -and other company Ifi 'the 
annual number of “CQsq>aii.y News 
and Notes”, an official publication 
of the Depariment of Company .Law 
Administration. 

The study, pertaining to 1981, is 
conceited with 188. directors in 
20 leading private haijks (Jhat’is, 
excluding the State Bank - and its 
subsidiaries) which is claimed aS a 
75 per cent coverage of the Indian 
banking sector. These 188 indivi¬ 
duals held, in addition to their pou* 
lions in the respective hanks, a 
total of 1,452 directorships in 1,289 
other companies, which gives an 
average of 9 directorships per head. 
Only 24 of the directors did not 
feature on other boards, being 
content with the directorship of 
the banks. Others were more ambi¬ 
tious; there were 37 who were 
directors in 11 to 20 compatries 
and 23 who were weighed down 
with more than 20 directorships 
each. This seeming violation of the 
Companies Act is explained by the 
fact that the study includes also 
corporate bodies engaged in non- 
profit-making operations and co¬ 
operative iiistitutiods. However, this 
“phenomenon of multiple director- 
riiips” is found to be more prono¬ 
unced among bank directors than 
among their opposite numbers in 
other corporate groups such as 
“large companies’' and “marketing 
cotapanies”. 

An interesting feature of the study 
IS , the details of individual banks 
in the sample — the type of infor¬ 
mation seldom given in the Reserve 
Bank’s studies and analyses. In 9 
banks (including the *t^ 5*), dll 
directors held direetorships in other 
edmpanies; Foremoslt Was' the Saule 
of Bai^bdiL whtwe 12 directors heM 
a total of 198'direotbi^diips 




' '4 f'if'lifc' 


'<>>4wk|wv. ‘'‘ti^'1t«tHilei[‘il>i^iiiiihary'x«t^^ 

a of iia ll dfawctor* the oav^pt ol May^ 'i|toiv, 

sisuliu' ip b a^i o n^ in W ftid JfiM* MJt oonftww, Ayui> Khan in 
(!i»H|)aini(ia yietding a total of Pakistan and Gursel in Turkey, hf 
•1 J4 4ii»ctmahip(t (hot one of ■Which tHlist teyitimise his government hy 
tyas' in a' non-profit aasooiatioii). popular appcaL Otiginally, the 
. fet what is more important is the '"«P? r«i»ved from Korean 

. direction^ ao to say, of the husiness politics early this year, but the al- 
iirterest* of bank directors: And discovery of a coup plot 

here the study is something of a prompted Park to reimpose militairy 
dishppointment. It does give an in- . threaien mat it would 

dttfitrial grouping of the director- conlifiu<J ior ^ fiirthcf ,fe>ur y^ars. 
'«hips but this is much too- broad to ^ 

yield information of any interest or t^pt ^and if, ^ Pjtstdthlthll 
Ugnificance. For instance, *‘manu» elections weirt Tuesday ate a Mowaa. 
&cturing and other companies” is, fironi the Arjaiys 'vmwpoint, yiania; , 
a single head, with no further i^tary elections wiil follow on 
breakdown although it accounts for November 26 as a 


over 80 per cent of the total director* inauguration of the -niird R^ublic 
ships covered by the sample. ® Korea in December, 

Another pertinent question is, Park, despite his desire to form 
how did these links come to be for- a parly which represents all fac- 
ged ? While some directors may tioiis in the Army (particularly, the 
reach banking vUi industry, some- powerful ‘Hoingyung Generals’), is 
times banks seek and acquire busi- being "nominated for the presidency 
ness interests. The study states that by the Democratic Republican Par- 
“very often” banks secure a right ty, the creation and mouthpiece of 
to nominate directors on their client the junior (and radical) officers, 
companies on tlie basis of agree- His main opposition comes from 
ments to “protect their interests”. ‘Tiger’ Song Yo Chan. ex-General 
This feature certainly seems worth and ex-Prime Minister, and now 


^■''depen^^ i' 

‘ list'two yi^'# ft;jpkrtlbTby* 
prodtrof of attenqits to,, tawigtliwt 
the 46 H«|r, tjikt aid .t«- 

dneed — more emphaaSs.is.ifilbcod 
now upon loans rather than grants. 
The ‘Buy American’ campaign cur¬ 
rently threatens to , cut Korean 
receipts from US military spendhtg 
by half. - 

•I / It, 

Accordingly, the Army must seek 
popularly sanctioned political sta¬ 
bility as a lever to aid its program- 
use of dompstic development, the 
pnbe^ds of which can replace the 
d<^ from the Pentagon. The first 
Pive'^llfear Developmefnt Plan, how- 
«ver, wias far too ambitious — the 
e^ansi^ of the economy stimu¬ 
lated uxqiMtrts so far as to Cut reaer^ 
ves in Iwlf in the first eighteen 
'RKfiiths of the plan while exports 
stagnated. In July, crisis action 
l»ompted strict import control, 
which, in> its turn, accelerated in¬ 
flation thr^gh the resultant ecar- 
cities and dampened domestic acti¬ 
vity. hi addition, consumption has 
been rising very fast, and higher 
prices have hit the urban worbwa 
and reduced domestic savings, to 
the loss of investment and future 


furtlier probe. 

It is difficult, on the basis of data 
available, to see the implications of 
this sort of interlocking. It could be 
dismissed as an inevitable outcome 
of a shortage of entrepreneurial 
talent in the country. On the other 
hand, the representation of indus¬ 
trial group interests in bank.s does 
mean an imfiediment to the free 
flow of credit. There is also some 
danger of unsound banking practi¬ 
ces, which the Banking Companies 
Act seeks to prevent. It specifies a 
limit to the shareholdings of a bank 
in any one company. It also for¬ 
bids the grant of unsecured loans to 
any of ite directors or to firm.s and 
private companies in which any of 
them is interested. Unsecured loans 
to other corporate bodies on whose 
boards the bank’s directors are re¬ 
presented have to be reported each 
month. Thus existing regulation 
extends to unsecured loans only. 
But ‘security’ is a concept of extra¬ 
ordinary flexibility. 

Mi/i CO Chemgo? 

QN Tuesday next, the forty-six year 
old South Kofean General, Park 
Chvng'hee, will seek to slide his 


candidate for die old pre-military 
politicians, coalesced in the liberal- 
Democratic Party. The revival of 
politics so soon after the relaxaficm 
of military ruU shows (us in both 
Pakistan and Turkey) that the 
Army has not surreeded where the 
politicians failed: in unifyi'ng the 
coikitry. After the long years of 
Rhee dictatorship, the solitary year 
of political instability under Chang, 
two years of Army rule have merely 
postponed the solution of the real 
problems. Now, the fourth largest 
Army in the world is faced with a 
cutback in American aid, its life¬ 
blood, and, as a consequence, can 
no longer remain a power separate 
from Korean society —the Army’s 
power must "now derive from Korea, 
not from Washington The scale of 
U b aid in the past has been im¬ 
mense - - S 5,000 million since the 
end of the Korean War, an average 
of roughly $ 300 million economic 
and $ 280 milUon military aid per 
annum (compare this to India’s 
total current annual l^S aid, 8465.1 
million; and South Korea has a 
population of only 22 million). I>i 
the years of unlimited America'n 
aid, Washington Institutionalised 


growth. The wholesale price index 
has climbed by 60 per cent aince 
early 1962, and rice, price* are said 
to have risen 120 per cent ^iice 
the beginning of this year Payment 
of high support prices for agricul¬ 
tural output to stimulate rural 
development has not only stimu¬ 
lated me inflation and borne heavily 
upon the urban pcqiulatioln, but 
also prompted a growth in rural 
consumption greater than agricul¬ 
tural output. Agricultural produc¬ 
tion is nsing by about one per 
cent per annum, while the popuia- 
tio'n advances by three per cent, 
and per capita consumption even 
faster. 

All this is hardly a success story, 
but, like Gursel (and his prede¬ 
cessor, Menderes) in Turkey, Park 
has at least kept the peasants 
happy — a"nd despite grievances in 
the towns, among w fishermen 
I who demand an exten-skm of 
Korean territorial water* to forty 
miles to counter Japanese competi¬ 
tion), the politicians and the press. 
It is highly likely that Park will 
be able to become a civilian Pre¬ 
sident. In doing so, few of the 
real problems will have been touch- 


1715 







5 - ' k',.'^ f, . -■ 


'i'sjiij*»t,; 

>!»<$» 




% V ' -f c 


'^J.'^M >v 


^•W 




. 4 >X'<>tiS/ 


<4<.i|jS>,-. 










'^'kt 


y-w'f 




WKs bet^' 

N«M||‘«M^ Hofta on a joint 

'Iw^ Ifiir ihi Tokjrd Olympic Gam«» 
tb* •shape of the future; 
|he Iteming of the Cold Wm 
yoM, as well as the woakenipg, of 
thu dollar, J>oth pose irresistible 
teipptatiOfls for the satellites. 


Qur,$la^t*f‘€'Cotrespmdienl imte&: 
^PI^HAT with Air-india making a 
tecard probt of fis ‘3^ crores 
and the Shipping Cotporation turn¬ 
ing In a not insubstantial Rs 1.3 
crores, there is cause for jubilation 
in the Ministry of Transport. Both 
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haa evpwed rapwuUdiii 
ping 

less. tW anmnU Mf 
have a alow about J 




IT HAS A LOVELY l»ERFUM^-MAHAM~t>IE FAMILY SOAP 
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'iSn<i its n«t profit, alter pro- p^ace ate recognisable by some di»* which seem to stand fomudahly W ' 
vU^ homwl dqjrecifftitm, has gone tit»^ dharmsterittic; Scindias am d*e the way , di m&re ea^^tihfiS i<; 
op fey about Si4 per cent from Rs aaviourg arid natural leaders of well as raVkmai use of fo^gn cr^iu . 

L<J<r ctdres tO Rs 1.32 crores; the India® siuppirig; they are reacted tied to specific industrial projects, 

ntttnfaer of diips owned by the Cor- as miich for their balanced approach From such repoita as appear {remi 

pomtion increased from 20 to 27 to problems as for their past sacxi- time to time pf the representations 

and, corrospomdingly, the quantum fices; India Steamship is known for made to this Committee it seems 

(if cargo carried rose from 8,69,784 its grand martner -— Uke Marvell on that simplification of procedures has 

to 11,89,274 revenue tons. At the Charles I at the time of-bis execu- been the major theme. But in a 

same time, costs have hot increased t»®n, one can say of it “he nothing complex matter like this, various 

in step; operating expenditure common did or mean”; Jayanti w other considerations are boUhd to 

(which represents direct costs) has spectacular and dynamic; Great have varying influence in particular 

gone up only fractionally to 66.85 Ea.stern is recognised for a certain instances. Among the more import- 

per cent from 65.11 per crtit of operational shrewdness ahd care, ant, factors affecting the pace of 

revenue; management expenses (re- Against these coraMnies, the Ship- utiiisation of aid is the ease with 

presenting indirect costs), hot sur- p|ng Corporation has still built no which industrialists can mobilise 


per cent from 65.11 per cent of operational shrewdness ahd care, ant, factors affecting the pace of 
revenue; management expenses (re- Against these coraMnies, the Ship- utiiisation of aid is the ease with 
presenting indirect costs), hot sur- p|ng Corporation has still built no which industrialists can mobilise 
prisingly, have remained more or distinct reputatioh; it ha.s entered rupee TCBOurces. 
less static; this is as it should be trades without fighdng, and has ■jjjg failure to mobilise rupee re- 
with rapid expansion. fought others who wished to entor. sources has been stated to be an 

Comparison betweeh two consecu- ‘® listened to not as a shipping important factor in a number of 
tive years, however, does not give company hut as aii arno of ^ Min- contexts. Especmliy since the £m- 
the full picture. The Corporation’s Jt has been^ad- ergency, capital has become shy and 


achievement in 1962-63 oan be tnht^ into Conferences as a sop to floatations in the open market have 
better appreciated by a comparison Government. dwindled very considerably. Repre- 

with 1959-60. Between the two years These criticisms, however, cannot ^fflatives of industry have repeatedly 
eartiings grew from Rs 4 crores to jjjp Corporation’s achievement drawn Uie Government’s attention 

Rs 10.5 crores; a small loss was |ggj three years. The *r) this. Assessment of the (Jovorn- 

transformed into a profit of Rs 1,32 Corporation’s Ship has come off the *nent’s tax measures so far in the 
crores; and the Corporation’s -leet ghoaU and shallows and entered a ^'hird Plan indicate that the addi- 
grew from 14 ships to 29 ships By ^ea calmed by Government oil. This houal revenue will be considerably 
the end of this year the Corporation achievement deserves ail praise. But “tire than what was anticipated, 
will have 35 ships and with 10 ves- before the Corporation takes its This means, in other words, that 
sels under construction and 16 more rightful place as the leader of substantially large amounts are he- 
planned for 1966-67, it is more than Indian shipping, it will have to fa<e h'B transferred to Government, leav- 
likely that it will become India’s heavier weather as its competitors ’"g that much less for private in- 
largest shipping company within a doing; leadership can come only dustry. 

few years Jayallti may have had a through sacrifice Excessive con- The major term financing institu- 

faster rate of growth, but the Cor- prompted no doubt by pre- tions like 1 F C. ICICI, and tlie 

poration’s growth has been more vious criticism, with maintaining State Financial Corporations are 

balanced and sustained. Much of the profits on the part of the Corpora- also facing shortage of rupee re- 
credit for this goes to the Managing rion may well ultimately haim sources to finance industrial pro- 

Director, C P Srivastava, who has Indian shipping by forcing other jects. A specific case of the lack 

been singled out for special mention Indian shipowners to withdraw arid of rupee resources holding up utili- 

by the CorporaUon’s Chairman. reduce their trade ih order to make sation of foreign aid is the World 


Yet— theie is always the ‘yet’ — 
with all praise it needs to be said 
that mueb more than its own efforts 
have rontnbuted to the Corpora¬ 
tion's achievement. Angels from 
Delhi have zealously stood guard 
over the Corporation. It has relied 
heavily on Government assistance m 
securing cargoes and used the power 
of the Goverriment to get a cosy 
niche in the sunniest trades. The 
Corporation is unique not for its 
services or operating ability but for 
the privileged position it enjoys 
among the nation’s shipping com¬ 
panies, 


way for the Corporation. The 
strength of the Corporation and its 
special pnrilege.s should be used 
*not to oust other companies but to 
help Indian shipping as a whole 
get a better hold on Indian trades. 

Lack of Rupee Finance 

yi^HEN the Government set up the 
Committee on Utilisation of 
Foreign Aid under the Chairman¬ 
ship of Dr V K R V Rao, we had 
remarked in these columns on June 
29, 1963 that the problems which 
were referred to this Committee 
were primarily of an operational 


Bank loan to private coal industry. 
Even after special efforts by Govern¬ 
ment to provide rupee resources by 
arranging for special refinanoing 
measures for banks, the World Bank 
loan remains partially unutilised. 

The problem of rupee finahte for 
private industry is known to be en¬ 
gaging the attention of the Govern¬ 
ment at the highest level and some 
palliatives are expected to be an¬ 
nounced soon. But when such major 
issues as taxation are involved, only 
minor concessions and adjtlStments 
are all that the Xkivernment will be 
able to offer, 
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A Matter of Policy ' * v 
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lyOTHlNG is happening — or so 
it seems at the moment to the 
Capital-oriented. Yes, Kairon's fu¬ 
ture seems very uncertam. Sucketa 
Kripalani is running into a fierce 
conflict with the High Command, an 
expendable pawn in the game of 
Congress power politics. S K Patil 
has titillated the critics of the ruling 
party, althougli his flirtation with 
Atulya Ghosh is bound to sour the 
rra(.tion and to lose him some of 
his affluent allies. Bakshi Ghulam 
Mohammad is obviously having a 
liiflicuJl tune easiiig himself out of 
power til favour of G M Sadiq. And 
Kamaraj, togetfier willi other Con¬ 
gress leaders in the South, is begm- 
ing to wonder where this ‘spoils 
system' will lead to if his own poli¬ 
tical preferences are not sharpened 
But Delhi feels that it would be 
dangerous to move boldly unless the 
mess in the States is cleared. 

However, it is no longer possible 
to drift. The annual jamboree of 
die ruling party is scheduled to be 
held ill Jaipur in the first week of 
November. Unlike as in the past, 
it will not be a rubber-stamping 
session. Keports coming into the 
headquarters of the party in Delhi 
suggest that Patil’s ‘plain speaking’ 
has encouraged large, and hitherto 
voiceless, sections to demand disci¬ 
plinary action against those who 
have reduced the nation’s largest 
political force to a much splintered 
organisation misused by a corrupt 
anci power-hungry leadership. The 
demand is at last rising that the 
party he rid of those who do not 
subscribe to its policies and pro¬ 
grammes. But what are those poli¬ 
cies and programmes? Nobody 
'ki^eifis to be r.apable of formulating 
themi except in very general terms. 

^Ealting for Ike Axe to Foil 

,,Vlj^Wra to the Capital these da)'s 
arc shocked by the incapacity of 
Union Ministries to act on any major 
matter. Secretaries, Joint Secretaries, 
Deputy Secretaries, Under Secreta¬ 
ries..and the assembled hosts .of all¬ 
knowing clerks are ail waiting for 
,tha promised reorganisation of the 
Govertunent. Even most of the Mini- 
■stefs and their ' deputies — apart 

???f ' ; 


from Suhranmfiiam'g team — have 
little appetite for work. They do 
not know what is to become of 
them. fJfl the other side, T T K 
appears to be ‘digging in’, making 
the most qf this .paralysed situation. 
Indeed, exploiting Asoka- Mehu’s 
reluctance to involve himself in 
Congress politics, h? is now gelling 
into position to digest tiie powers, of 
the Planning Cotnihiasion and reduce 
it to a brains’ trust! The' situation 
baflles-even -the- incurable optimist. 

If this 18 true of the Centre, then 
the organised chaos in the States 
can well he imagined. A senior 
official from Uttar Pradesh was tell¬ 
ing me that llie governmenl tljere 
came to a full stop very soon after 
the chaige of 'moral turpitude’ 
(.lie!) was launched against Ala- 
gurai Shastri — and no early re¬ 
sumption seems possible despite the 
make-belief of Sucheta Kripalani. 
Kashmir i« fully involved in the 
battle to preserve the ‘institution¬ 
alised corruption’ of the National 
Conference by preventing Sadiq’s 
rise to power. Soon, the Punjab 
will be in the throes of the explo¬ 
sive post-Kairori period Is this the 
proverbial writing on the wall? 

Pressures un Nehru . 

On the surface it certainly looks 
very much as if the Pump Minister 
has become a victim of the theory, 
actively propounded by the friends 
of those who have been ]jurged. that 
any further action under the Kama- 
raj Plan will only split the party 
irrevocably, make powerful enemies 
out of friends, a la Patil.' polarise 
sharply a lallier convenient umor- 
phoiis situation and make the Prime 
Minislei himself a captive of a 
bunch of political adventurers, w'lio 
are under (onununisl control. 

Tlie theorising is nUelligenl, fni 
these fears have also in the past 
inhibited the thinking of Jawaharlal 
Nehru. Yet, for the first lime after 
decades he knows that to stop short 
of the full implementation of the 
Kamaraj Plan, even thourfi its ori¬ 
ginal propagators have cither witli- 
drawn their support or tremble at 
its impUcalitfns, is to decree the 


stow death M ^ (kmgrOMs or 
to reduce it to a - dtachipk" tito 

aggrandieeibent of parochial fadi^on-> 
leaden* and their like. .. 

P^ato on PoBey ijMeni^'’ 

Every day, it beepmw dearer 
.that only a carefully vtotlmd dut 
programme can stem' ,the mHng 
party and thpf ‘ couPtry ba<;k tp a 
position whicli is both dynamic and 
relevant. ' The first phase of the 
Kamaraj Plan should have been 
devoted to this aspect, but we seem 
to have become ohlivious of it ih 
our frenzied wordiip, of imUvidual 
heroes. Even now it is not too Ikte 
to re-assert the principal policy 
directives of the ruling party and to 
give them form and substance in the 
couise of the defiberations At the 
Jaipur Session. 

f 

In his own manner, S K Paul has 
made this necessary. If he continues 
his polemic at Jaipur, he may well 
succeed m forcing an aJl-roimd de¬ 
bate on policy. 11118 would be most 
valuable, particularly if the Prime 
Minister arranges the much overdue 
reorganisation of the party on the 
ba.s]s of the debate and in terms of 
need ior political coherence in the 
leading echelons at the Centre and 
in the .States. 

Tills return to matters of polity is 
noticeable to sfomc extent in the cqm- 
inents which are heard about the 
goings-on in the Finance Ministry. 
It IS common knowledge that the 
hapbdzaitl tleslrutition of the fiscal 
measures projected during the re¬ 
gime of Morarji Desai is eau.sing 
grave embarrassment within the 
Ministry. It is true that there was 
mvu'h to' he remedied, hut few eco¬ 
nomists arc prepared to take the 
position that everything was wrong 
Moralji Dcsai's bold effort to raise 
resources would have been more 
effective had he beeji sensitive to 
critic isip, and it .should be tlie task 
of the new -Einance Minister ration¬ 
ally to analyse the made. 

The present merCHrial, pragmatic 
approach towards fiscal polides is 
highly objectionable. It laeka seri- 
ousness, is pushed without prtipw' 





'bOQW' ^™-' ' 
^H^'tietibxioo i«r jii^uig'such a. 
,|>4lfW<!y/ff it djft be a poHcyj ' 

,1lttsj(iWuj?4U^ ,of fee prcseij^ posi- 
tftgwi' i|i tW. yiiten^ the ^ J^lanain^' 
4t«»i|ni^Qn %,proj'«jtij/g;‘a jpate m' 
gmwfh of seven-’pw cent,' which • 
w& ‘*«atl ifor a ma^tve , national 
eiP^ort to preserve ouf econooiic pro-' . 
greiis', the Finance Ministry" is taik- 
loosely, aboiul reducing tax bur¬ 
dens ^d increasing profit incentives. 

' Tlipse contrary pmitipns,'and the 
■ casual attitude, to the sharp' rise in. 

S tides all over tlpi country, suggest 
lat the departtnents of Government 
' are pulling in all dire^itionb. Small, 
wonder that we remain where we 
.are.. The assumption of massive 
powers’by the Finance'Ministiy will 
not cure the paralysis, for ^ even 
TTK’s ideas on. the direction of 


. Orift hs jKqmIcb Affabu 
, Simflayly. oh thfe foreigri affairs 
front, ■ we' are gropipg our way 
through a rapadly changing situa- 
(ipn.. A delpgat^ from Kenya 
visifs 'Peking and re^rts that the 
Chined tellers'' are' arutioBs for 
eonie sort of Sino-lndian sMtfenieiU- 
tPe ara surprised. President Nasser* 
talks about the initiatives of the 
Colontfae Powers. "We have no 
war,ni^,a,nd cannot even express an 
opinioih because -it takes days to 
'get ‘ a text of the speech. .President 
Nkrumah suggests auother. .meeting 
of the' Colombo powers. We still 
have no ' developed attitude. And 
when, you Realise that this sloppiness 
on an urgent issue also affects our 
policy in other region? of thft world 
where crucial developments are tak- 


’ing piaoh, the gloiom is thick and 
difficult to dissolve. 

■ Obviously, the Union Cabinet has 
to Stan {uhctioning as a collectivti 
if we are to possess a policy with 
a perqiective. The Prime Minister’s 
delay over the full reorganisation of 
the Cabinet is, therefore, exasperat¬ 
ing for those who know that the' 
present drift can take us on to the 

.• not-scMlistant rocks. Illie only way 
to cheer up is to think of the state 
of affairs prevailing in some neigh¬ 
bouring oountries. But, then, this Is 
small comfort. 

Congress ' Serenade : Atulya 
Ghosh, West Bengal Congress Chi^, 
denied the existence of any left-wing 
iti the Congress. He said that at 

■ least ninety per cent of Congress¬ 
men believed in the organisation’s 

• ideal of socialism and those who did 
not support this ideal had no right 
to be there! 


From the London End 


Wilson’s Grand Strategy 


THE Labour Party Conference at 
Scarborough was 'a great perso¬ 
nal triumph for the ieaderriiip of 
Hatqld Wilson; it was also historic 
for presenting the new image of the 
Labour Party as a united, copstruc- 
tive, forward-looking, soiontific 20th 
century party which is goiUg to pull 
.Britain out of the doldtunis. 

In the past, the Labour Party has 
been torn by internal dissensions 
and fundamental differeni-es between, 
the Right and Left wings, while the 
Conservatives have always main¬ 
tained'the picture of a strong unit¬ 
ed party. This year there has, been 
a, reversal in the traditional role of 
the Labour and Conservative parties, 
Jn the eight short iputiths ■ he has 
been in power, Wilson has not only 
'shown an uncanny ability in lead¬ 
ing the Party, but, has succeeded,' 
beyond the most optimistic hopes, 
in reconciling what has hitherto 
• bera believed to be jrreconrilahle 
elements. At the s^e time, the 
Conservative Pafty is now tom with 
internal dissension over th^ leader¬ 
ship of the party. Jbabour emerged 
from the Scarborough Conference 
with, a new sense of unity and pur- 
piSse, reflected in the moving and 
unsolicited testimontal given by 
George BtoWn, the defeated candi¬ 


date for the leadership, for the di- 
lection and leadership given by 
Harold Wilson. ’’Thougn I had my 
doubts, perhaps, about the way we 
reached our leaifership decision six 
memths ago, 1 am very glad to-day 
sincerely and honestly to. pay tri¬ 
bute to the way we are being led”, 
said Brown, Obviously, nothing suc¬ 
ceeds like the hope of suews, and 
.with political power so very nearly 
within the party’s gca^p,- the mood 
of the Conference was one of sup¬ 
reme. confidence. 

l.eft-of-Centre Stand Pays 

One of the reasons why the Party 
has become more united under its 
new leader is, besides the supreme 
skill with which he has handled the 
Right Wing supporters of Gaitskell 
who begrudgingly accepted his lead¬ 
ership fsome have even unkiridly 
suggested that he deliberately played 
Brown against Callaghan), Wilson’s 
Left-of-Ceritre stand which Has made 
him more acceptaWe to the Left 
Wing dissidents in the Party. 

Another factor which has served 
to cement the unity of the Labour 
'Party is the attitude of Prank Cou- 
sina, who was deeply suspicious of 
Gaitskell'as a parlour socialist whose 
.bac^graund prevented him frojn 
being a reul socialist, and who 


would not, therefore, use the Labour 
Party as an instrument of thorough* 
going social cliange. This lay be¬ 
hind much pf the dissension in the 
Labour Parly. The link between the 
Trade, Unions and the Party, which 
had been so effective in the post as 
a result of the co-operation between' 
Attlee and Bevin, was broken under 
Gaitskell, and this led to much of 
the bitterness i'n the celebrated pub¬ 
lic squabbles over defence and 
Clause 4. 

On the eve of a General Election 
it Was only natural that Party lo- 
yWties would serve to smooth out 
the differences which, in the past, 
have been so regularly exhibited at 
Labour Party Conferences. The 
agenda was skilfully arranged so 
that defence, foreign policy and 
nationalisation — issues that have 
generated the most bitter arguments 
in the past — were excluded on th» 
ground that they had been suffici¬ 
ently discussed in the last three 
years. Denigrators of the Labour 
Party have commented rather acid¬ 
ly on this and said that the appa¬ 
rent unity of the Conference was 
based on the exclusion of xhese key 
and controversial items. 

The keynote of this highly suc¬ 
cessful Conference was set by 

1719 




which amply 

trated how much he has grpim ki 
stature and gained in confidence. It 
was serious and purposeful and im* 
parted a sense of responsibility, to 
the assembled delegates. Socialism 
was defined in terms of the scientific 
revolution. Wilson said that even if 
there had never been a case for 


Socialism hefom automation to 
created It how, Todmologlcal pro¬ 
gress could be directed to national 
ends only if it became part bf na¬ 
tional planning. The main theme of 
his speech was the need for change: 
“The overdue need for this country 
to adapt itself to different conditions 

.There is no room for Luddites 

in a socialist party”. Wilson point- 


,<!d ' 'irM ' 

mt to drop. £i«iuo 4^ ,hut ^ ne- 
defiitie sociaHam in temw of fhe 
scientific age. Instead of naticmalia- 
ing «dd. ailhig sectors of the eco^ 
nomy, Britain should apply phblic 
ownershq) at the growing-points td 
industry — in the mabufacture, for 
example, of products created by 
Government-sponsored research and 


In Mining Industry... 

THE MUCH NEEDED VENTILATION 
AND PURIFICATION Of AIR 



Ventilation of air thousands of metres below earth's surface and 
the removal of toxic gas in the pits is effectively done by SF 
equipment 

Some of the oldest mining companies of the world have relied 
enSF ventilation equipment for decades The engineering skill and 
over half a century of experience of Swedish technicians in SF 
are today available in India 



IN 






Am SERVING THE WORLD 

SF PRODUCTS INDIA LTD. 

tSubfidlary of AB Svenaka Flaktfabrlken, Sweden) 

HeidOflka I JA. St Oaergn Tarr.ee. Hutlnff, C.leuttt.22, Phone S5-5«7. Branch Oflicei : Hinwliya House, 5th Floor, 
P.lton Roid, Bombay-I. Phone , 2frJ782 42A. H«-rinfton Reed. Chetput, Medru-SI. Phone S27H 
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^ tllpA^ja^rntnen ,<i^''W8l«lbl^M|dU*‘ «n > 
|fo'J wb^ ,<rf;T5Uii^iq>oj)i«(6^ tt^reb^ 

■ i^titij^ IfOfu- lesMuich ^uld accrue 
to ^rpbd na^wui* to.th»‘coJiamuni^ 

' VferciiteiV pew ip-, 

'•wHtried ji«eie eet -up.i tbe ijk>vem' 
|Oi^t ^01)13 flatade srher^ they veiit, 
itovitcdising &ritaip’a decUaiBg >indu»< 
‘trie 9 *‘for ' new tlisks. WUfton* tbtnnha- 

(a) The need to" produce a;iore 
. scientist#.' ’ < 

‘ ••{b)'The need'’to ke^ .them to 
» Britain, 

/ (c) T6 tiiake ' more inteliigent 

use of them when trained, 

' • Wd , 

(d) To organise British industry 
' ' 90 that it applied the results 

! ' ’of scientific research toore 
purpoaefuliy. 

Emphasis on f«rOwt|t 
It is’ t'o Labour’s lasting credit 
tjiat it has appreciated'the vast scale' 
upon which technology promises to 
triarisfoini society i'n the years ahead, 
and'is planning to give the intelH' 
gent US.C of scieVitific resources a 
pre-emhien<'c which the Lonserva- 
tive, Party has noVei allowed. How¬ 
ever, It remains to lie seen whether _ 
the more extmne Left Wi'ng of the 
Labour Party will be prepared to 
accept this redefinition of socialism 
and believe that science and tech- 
.nology by thelnselves ’ will more 
than a'ny other single factor tranS- 
fonn the British altitude to clas.s. 
and that the desire for scientific 
efficiency wijf -both produce and be 
produced By social equity. The t)(dly 
Worher, for example, pointed'out 
that u'rtless the monopolies are na¬ 
tionalised, the progiamme outlined 
by Wilson would mean more steps 
hy the State to prop up private in¬ 
dustry They have suggested ^at' 
I..abour's brand of. plan'ning aims 
ortly at mating the capitalist “mix¬ 
ed econamv" work better tlian 
nnder fhc Tories. ■ 

Perhaps the most impbrtant as¬ 
pect of Wilson’s apeech was his re¬ 
cognition of l^e Jaei that the key 
'to the solution of Britain's prob- 
leihg lies to rapi^ economic growth. 
“This Confej-enee recognises j that the 
‘ alms of epohomic ppHcy should be 
■Mt, secure full employment and con- 


atMadvoaito' can ‘’be ««**««« w»^ 

'it'la' this «m|)hipis On economic 
growdSi tKat ootiM help .to toidce„«., 
Thalijy ol on incomes policy, for 
■a6 es an er^adiag. economy' 
’ranks b^ ’ln Lab^r priwitieg, the 
maj'o^ TVade Ufitons can be‘count¬ 
ed On oo-oeerato. The’ Cobier- 
has, certainly accepted the de-- 
aurahilky for concesuratin^ on imI 
earnings and rhlattog the tocihease in' 
money wages - to the average, io- 
errase in prbdoctivity. The ittitude 
to growth, puts. thg whole questioh 
of ato ihcomes polfey to a newvlight, 
described by Lou^S a$ “The plan¬ 
ned growth of incomes not wage 
rasfratot’’. ‘ Faith in the socialist in¬ 
tentions of Mr WHson was enough 
to persuade both Ted Bill (whose 
resolution’ cond«nning- r wage 
freeze vyas passed'at the TUC Con¬ 
gress at Brighton) and Frank Cou- 
rins, who was no less forthright in 

- spelling out' the dangers of a -uni¬ 

lateral wage freeze, to accept the 
party's motion on an incomes pioli- 
cy. In the' et^nt, the motion on 
planned economy which included an 
incotafs policy covering salaries,' 
wages, dividends, profits and social 
security benefits, was 'carried by 
6,090,000 votes to 40,000. ' 

Shai>e of Labour Government 

Some idea of the changes which 
' a Labour Government would intro¬ 
duce in the machinery of Govem- 
nie'nt .are now available, Wilson is 
thinking in terms of a number of 

- new Ministries, a Ministry of Pro¬ 
duction or Ecrfnomic Planning, (i 
Ministry of Science, a Ministry for 
Overseas Development, a Ministry 
for Disarmament and a Mtoi^ry 
for the United Nations. The most 
controversial of these changes is 
the appointment of a Mtolstry of 
Production and Economic Plan¬ 
ning. The Labour Party Is to make 
a disti'nction between the control of 
finance and tfie rpuhaReWient ,of phy¬ 
sical resources, between the needs 
of the balance, of payrae’qts and the 
claims of dom^stir expansion. The 
idea is to divest the Treasury of 
economic responsibility which will 
go to the new Ministry". 

To compensate for this, more 
power will be given to the Chgn’- 
cellor of the Exchequer to control 
ex^nditure and he will be a real 


rtedtor wptt^’■«thew• • 

,ci|Bhttoief,'qjt', Ihfe t«it»iSofin 

systam,' mcmetavy ."ooucK 
toantgetmijirt, resiionaimlity “for y 

pound a* h^ and ahiro«d, > 

tww Minist^ of;.ProduptMm wcmld - 
deal with' the iuriion« ^byamtd to*..,' 
sources and would draw {dada’ 
and see, to it that other depg^entx' 
enforced them. It would cpncerti it-j, 
self ‘‘with 4 cpnstderable dr|toe of 
purpOsjv;e phyaittal. ihtiWv 0 ntion^ '.ip ^ 
industry, atol with changes m the • 
sfructore * ,o{ 'British' industry*!!.. 
*‘Neddy” will obviously continue. ■ 
under a Labour .Government, ''but 
plans would be initiated by the Mia-' 
istry'of Productlpn and endorsed by 
“N^dy", as opposed to the pre* ' 
sent system under which '' 

takes the initiative while its miiH»> <• 
terial chairman, the Choncelldji of 
the Exchequer, is somewhat pawtoe. ' 

No tHecUo n Oeri ng .Glmwidb 

Wiison’a interest in the sciehtific 
revolution is no mere electionderittg ^ 
.gitoinick. He has always been SniiB>t' ' 
tifically inclined and the story goes 
that when asked by Crosttoan, as ! 
Caitskell lay dying, what difference - 
Wilson’s leadership would have on ^ 
Party policy. Wilson is s0id to havd 
remarked,; “I would try to 'relekt«‘ ‘ 
the energies of the scientists and 
technologist^’’. One pf fiis first stejps 
after election as leader Was to re¬ 
vive Labour's links' wjth science. 
Croseman was gi'ven the task of 
producing a plan for Science Which 
was to be the dominant thieme for 
the Scarborough Lgbour Pturty Cow- 
ferenre. Among the- experts ecai- 
sUlted to dravr up this programme 
were Professor Blapketl, the dfstbi- - 
giiish«-H Left Wing scientist, Dr'Vi* " 
vien Bowden, Principal of . the ' 
Manchester School of Technolo^, 
and Robert Maxwell, the scinntific , 
publisher. 

By rethinking old socialist princi¬ 
ples to hew scientific terms, Harold * 
Wilson has, according to Crossjnan, 
given to a Labour movement, un¬ 
able of itself to throw off the stuffy 
tyaditionaiism that was making it 
obsolete and absurd, the moral Lift . 
required to make a new start. 

The Scarborough Conference cer¬ 
tainly inspired delegates to the view 
that Britain could.earn for herself 
once again, by technical skill and 
working ingenuity, a reapapnsd, 
place in the world, 
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Tirupaii Conclave 


T^E three Southern Congress 
strong men — Kamaraj, Sanjeeva 
Rea^ and Nija!irigappa -— and the 
intruder from sophisticated and dc- 
ct^dent West Bengat, Atulya Chosh, 
met -at Tirupati, went on to Maha- 
balipuram and then parted. Neither 
beauty nor worship touched them 
bttf the strength and the lure of 
political power did. No message 
came to them and none emanated. 
But important work was transaicted. 
Despite the diumatic fact of his 
resence, Atulya Ghosh was far from 
cing the central figure in the Tiiu- 
pati-Mahabalipurnm conclave. Nor 
was tlie question of his elevation to 
{'.ongress Presidentship tlie most 
serious topic of the guarded and 
delicate conversations. Both he him¬ 
self and his ambitions were inci¬ 
dental. 

What one can gather by piobing 
the harriers of reticence is that 
Kamaraj was a'nxious to give some 
depth to his plan by providing it 
with an ideological foundation. 
Being rather free from ideologn al 
lumber, he found it a ))dinful exer¬ 
cise, yet decided to share such 
thoughts as came to him witii othei 
thoroughly non-ideological persons, 
Sanjeeva Keddy and Nijalingappa. 
The pressuic towaids ideology came 
from the extraoidiiiary outlinrsts and 
antiivs of Sadoba Patil, who ha.s tried 
to make out that Kainaiaj had woik- 
cd out his plan only to meet tlie 
challenge of the D M K, Later the 
IVime Minister, egged on by the 
evil genius of Krishna Mcno'n, had 
used the Kamaraj Plan as an anti- 
Bight hatdiet. 

Knnkarnj Suing 

It is this palronisnig approach 
that has stung Kamaraj and he has 
made his displeasure widely known. 
During the Madras Pradesh Con¬ 
gress elections ho i.s reported to have 
fold his confidantes that the Plan 
was meant to revitalise thd Congress 
throughout the eountry and not to 
meet a small danger in Tarailnad. 
Revitalisation could not be separa¬ 
ted from the moral tone of the orga¬ 
nisation and its cohesion around a 
programme of belief and action. 
Tberefone, the Plan needed to be 
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supplemented, it needed ideological 
props. 

Kamaraj was particularly peeved 
by the fact that Rajaji was making 
full use of Patil’s broad.sides against 
both his Plan and the socialist pat¬ 
tern of society. Rajaji’s comment 
tliat reading Patil’a speeches made 
him rub his eyes to see whether he 
was nut perusing bis own anti-Con- 
gress polemics, irked Kamaraj and 
woke him to the need for drawing 
dividing lines and making distinc¬ 
tions. 

He is, however, wary of the quick 
and far-ranging system of ideas 
piopouuded by persons like Krishna 
Menon and K D Malaviya. He likes 
and respects Menon and is genuine¬ 
ly convinced of Nehru’s mdispensa- 
bility for India’s evolution to mo¬ 
dernity. But he is rather at sea 
when an integrated perspective plan 
IS presented as the map of the road 
ahead. One step enough for me ' 
The road is built by those who tra¬ 
vel as they travel. And in tlii.s he 
IS far more in the tradition of Gan¬ 
dhi and much closer to the ‘Centre 
111 the Congress, which is wheie the 
vast majority not only in that orga¬ 
nisation but in this land of ours is 

Paul’s Slraleny 

It icquirod the linking by Paid 
of the drive for organisational rejii- 
vciutioii with the aims of udvaiiie 
to socialism — both of which the 
worthy Sadoba deplored ~ to turn 
Kamaraj’s thoughts to que.slions of 
policy. This is the healthiest thing 
that could have happened and ran 
he an extraoidinarily significant 
augury It was to try to prevent liis 
thoughts turning in that direction 
and to hx them on the far more 
trivial and tmclable piohicin of who 
should lie (.ongress President, that 
Patil despatched Atulva Gho-!i. 

The line of argument was the 
familiar one of the baneful consr- 
qiieiKcs of ideolcigical choirr sharp¬ 
ly presented for an organisation like 
the Congress and for a country like 
India. The impression had been 
creatv’d, Kamaraj was told, that the 
implementation of his Plan had 
been givqn, twist and that 

it waa r^p)SHa£^y»,.Uicrfifo're, to de- 


mcmstrale tangibly its bWlogical 
ncatrgfity. This could be done by 
ncA .adcqiting any barah. bt penboti- 
oils approach t© Patil for his out¬ 
bursts .and by giving the Confess 
Presidentship to somebody vmom 
nobody could suspect of being b 
Leftist. 

It need not be Atulya Ghorfi. But 
It should not be Indira Gandhi or 
Jagjivan Ham. It could be Morarji- 
bbai, or wby not Kamaraj Himself? 
Stretching the point Lalbahadttr 
Shastri could be accommodaited but 
only as the best of a very bad bar¬ 
gain. It is llius that Patil’s emissary 
is said to have pleaded. 

What impact all this had on 
Kamaraj would have been difficult to 
gauge at any time. The dour nature 
of the man is his great asset. It 
is far more difficult now when the 
btakch aie higher than they have 
ever been, when the man himself 
has not really made up his mind 
and when he is in the presence of 
utlcily pragmatic colleagues, whom 
hr leads by representing, mirror- 
hke. 

Nehru Must Give tile Lead 

The only indication of the way 
his mind was working was provided 
liy the leported insistence by "Kama- 
laj that the organisation, while it 
should also be a critic of the ad- 
inini.-,lration, nui.st function princi¬ 
pally as the propaganda and agita¬ 
tion wing of the government. It 
mu.st certainly represent popular 
grievances and desires but it must 
even more take the jiolicies of the 
Government to the people. The com¬ 
munal separatist and “old world’’ 
opposition parties had been able to 
do a great deal of mischief because 
such cxplanatoiy w'ork by respected 
and fiowcrfiil (dngress leaders al 
the grassioots had long been aban¬ 
doned and only fitfully revived 
during the circlions. The impliiatioii 
was clear enough. 

As for Congress Presidetif, Kama- 
laj is rcpoited to have been in fa¬ 
vour of the continuaniT of Sanji- 
vayya who had all the advantages of 
being non-controversial, youthful 
and energetic—tliia could not have 
pleaswd Sanjeeva Reddy, except as 


’ i-fSWW%t'Va(4'fiH;v' *' 
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, iSodwng whatsoever is known ab¬ 
out what ideologic^ piogranune for 
^ organisation Kaniaraj arid his 


nip, mMy^o ■ 

m' ■ 'haws -.Ww 9t 

' h '^ntd indicts, a porfentoua sirilt 
nonetheless. 


4 KashTnir Diary 


It now all depends on .what Pan¬ 
dit Nehrn is going to do. If he 


seudiern colleagues have worked follows up his rather allui^ive rriti- 
dut 6r even whether thej' decided eism of Patil by a direct demand 
that no programme U needed after that the latter publicly eat humble 
all. If an ideological platform was pie or by insisting that ideological 


coherwico w At 

polkf^' ''.is 'tmpersdvei’ 'it ’'’ia''''wsry*"" 
ukmy ^t fCamaFBjf wIU fhe 
Sputh to give him powerful s«|ipott. 
^t should Pandit}! previadicate arid ," 
become elusive and enigmatic then 
it is likely that the Southern strong¬ 
man’s reticence would damp down 
and the drift to the Ki^t in the. 
organisation would become almost 
irreversible. 


Bakshi Is as Bakshi Goes 


JT is not altogether impossible tb 

meet Kashmiris who are mildly 
sorry that Bakshi Ghulam Moham¬ 
med, India’s only other Prime Min¬ 
ister, may be on his way out under 
dtO plan on which has been plant¬ 
ed the paternity of Kamaraj. Such 
admirers of the Bakshi are, how¬ 
ever, mainly officials and other folk 
who have none well out of the re¬ 
gime. It would be an understatement 
to say that most Kashmiris are look¬ 
ing forward to a change that must 
fdlow Pandit Nehru’s greatly be¬ 
lated decision on Bakshi Ghulam 
Mohammed. Even those who have 
profited from the Bakshi adminis¬ 
tration appear to have singularly 
little respect for him or his many 
friends and relations. The Third 
Bridge? The left side is Bakshi’s, 
the right his brother’s The Fourth 
Bridge? The right side is Bakshi’s, 
the left his cousin’s. That cinema? 
well, that’s Bakshi's third nephew’s. 
How come this senior job has gone 
to that junior official? The man 
was useful to Bakshi on such and 
such occasion or that he is married 
to this or that Minister's third bro¬ 
ther’s fourth daughter is the answer. 
The interest in these persistent 
stories begins to pall when one rea¬ 
lises that most of them are inaccu¬ 
rate only in detail, too true in es¬ 
sence. (e g, it isn’t this Minister but 
that; not the fourth daughter 
but the fifth.) To observe, as it is 
tempting to, that, in terms of cor¬ 
ruption at any rate, Kashmir is 
fully integrated, entirely in step and 
more with the rest of the ccmntrv is 
to give in to an unpardonable deg¬ 
ree of cynicism. Sadiq, the P M to 
icame, is, even his critics concede, 
an hone.st man. 

The question is terribly important. 
Kashmir had never known a very 


honest adirnnistratiim, whatever 
Rojatarangini might say. Never be¬ 
fore, however, did the petqile of 
Kashmir feel that they had a say, 
even a choice. Not that the say is 
heeded; not that the choice has in 
fact been conceded in full; but the 
feeling has a tremendous impact. 
Krishna Menon has spent months 
and yeats telling the world outside 
how cast-iron India’s case is in 
Kashmir. (The case js in fact strong¬ 
er than many think.) AH India 
Radio and other agencies have spent 
uncounted megawatts of power and 
propaganda telling the people of 
Kashmir how wonderful it is to be 
with India and how awful it would 
be with poor and backward Pak¬ 
istan, It is not true that this ton of 
talk was never acxompanied by even 
an ounce of practice; the Indian 
Army was once almost popular and 
even now enjoys a high repute a.s 
“occupying forces” go. As both 
Amencans and Russians should ap¬ 
preciate, it was rather more diffi¬ 
cult to choose the right civil admin¬ 
istration. Rigid honesty or ready lo¬ 
yalty? Russia, America and Britain 
should know that mistakes, such as 
India made, are easy to make, and 
that they may well be genuine mis¬ 
takes. What forfeits India’s right to 
be so tolerantly assessed is her re¬ 
fusal to be bracketed with any other 
country; the aggressive “holier than 
thou” attitude of the past, yet not 
entirely of the past, has earned 
India greater international opprob¬ 
rium than is her due. 

★ 

Being, rn part, bureaucratically 
inclined, this writer thinks an ho- 
nester, even if harsher, administra¬ 
tion, civil or military, would have 
stood India in greater stead. There 
is, however, no historical warrant 


for such a cctnviction. The recorded 
history of organised government so 
far is too short to support the be¬ 
lief that a good govermpent is al¬ 
ways popular. It still seems possi¬ 
ble that Iridia took greater pains to 
ensure Kashmir's rqiresentation iu 
the Lok Sabha than to see that the 
poor ponywallah in Pahalgairi got 
his permit renewed without harrass« 
mePt (meaning palm-greasing) and 
that, on the ground of being India- 
nnr iban tliou, sumeoiie did not aqll 
his property worth Rs 20,000 for a 
lakh and a half to some obliging 
Ministry at New Delhi, No outtader 
can know Uie compulsive exigencies 
of the complex situation in Kaah- 
mii It docs seem, however, that 
professed loyalty to India has been 
permitted to be a profitable starice. 
Perhaps there was no alternative. 
Perhaps tlieie was, 

★ 

Here in Kashmir a visitor is wise 
to lie ware of what he is told. A 
Muslim official, protesting too much, 
or 80 it seemed, said, “We want to 
be with India; but we want an 
honest administration. And we want 
all of the Indian Constitution ap¬ 
plied to Kashmir”, As present-day 
Indian standards go, hofnest admin¬ 
istration is very much a relative 
concept and a matter of opinion. 
There are not a few Indians who 
would love to see Kashmir turned 
into a State of India, with a Gov¬ 
ernor and a Chief Minister, as 
Bakshi Ghulam Mohammed has 
since announced he will bring about 
by amending the Constitution of 
Kashmir. Again, this writer is in 
a quandary. The separateness of 
Kashmir, as that of N E F A or 
Nagaland, may be awkward; it ha’s 
not been proved yet that overdone 
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W eiBa & ^ «» I«|Kra»®/ 

■';'. (]^^:n|«»’ *f iat<fe*"- 

' tion> ^ Wot produce rcBultt 
' ’ ciwty ' contrary to those intel^oa. 

, ' vOn «» o^her hapd, do«s wt sepd- 
' ratMt^, preserved and encourage^ 
tend to perpetuate itself? As' thi| 
Wlritcr hever tires of saying ip pr^, 
vate conversation^ he i^ mighty gjjad 
* ‘ fie is not the Prime Minister ,0i “U? 

'? ‘ impossible country and has not to 

take decisions of which the con^ ^ 
quences • are incalculable and in 
" which the balance of advantages, 
(poljtical and other, aie xafely as- 
»■f certainable in advance with any¬ 
thing' approachmg piecision., 

★ * 

'* ' The question Of Sheikh Abdajlah 

• can no longer be . deferred. New 
Delhi is quite mistaken in thinking 
that 50 M Ps lately demanded a 
diflereiit manner of disposal of his 
case ohly to be difficult with the 
Government. CidUy dr OtherwiM, he 
retains the affection of many Kash- 
' miris. It is spid that he was disen¬ 
chanted with 'New Delhi because 
Pandit Nehru would uidefinitely 
defer urgent decisions and leave . 
, the Slieikh hanging in the air.> It 
i« pvfm ftttid certain eleinetits 

, covertly encouraged ptoPahistam 
senttmenla among a section to ex¬ 
pose it to their advantage. tUn 
) • India’s C I, A have been in action 
here t6o, with • results as disastrous 
as on the Sino - Indian bor¬ 
der?) , No outsider is competent to 
, speak on such matters; he can only 
express' vagtie' doubts and suspi- 
■ cions. When in foreign minds the 
charttable vagueness solidifies mto 
, downright ' anti-Indianism, New 
Delhi tends to put it all down to 
malice and prejudice; a closer look 
, at its dwri doings, and theit conse- 
*, quences,, would be more rewarding 

-• < Although to the world outside it 
seems only too clear that for all 
practical p’urposes India has niade 
. up her liiind to hold what she has, 
the Kashmir Valley, she,has in tact 
by no- me-ana^ made up her mind- 
just how to bold it, love it and be ^ 
. loved, by it. A more nithless- gov- 
■ eminent thau Nehru’s could *at 
' l^asChave tried to bring about mate- 
rJ&i" in demographic 

' ' stt^ucture' in the Valley; under 

' piS^nt rtrlw, mo Indian can buy. 
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tlw ‘tdear Wiiiten?*!: -* tddiw. 
KasHmiy M Indjap .or ii&t 'this 
writer, has to -cc^eas that her Woes- 
not 'find tile*’ world so clt!«riy de¬ 
fined; he sees virtue in such uncer^ 
umties'a^ Slerlin of Kort^a 

or Vietham -r- and Kashmir^ ’ 

. .I' ^ , 

, Time to sum. up. The. first thing 
to remember, is that most of the 
travails of this subcontinent proceed 
from that fatal Hiudu-Muslqn .pola¬ 
risation; an, actehtuatidn of the 
process and its extension to Kaah' 
mir may' seem .logical tp Pakistan 
and its friends. ,lt must be obvious 
even to them that the process can" 
only add to -the sura total of human 
suhering. India may, fpr purpose* 
of propaganda, ^ exa^eri^te the 
dangers of disturbing the status quo, 
which- no doubt suits her^ But Pak- 
istah fools hdbody when it suggests 
that the Kashmir- Valley can be' 
handed over to Pakistan' with no 
lepercussions at all, elMwhere in 
India, the home still ©.f many 
millions of .Muslims. Since .India 
has her quota' of Hindu communa- 
lists, protecting th^ huge Muslim 
minority'from the “logical” conse-' 
quences of giving up th^ Valley 
because it -ts Muslim may be beyond 
Nehru, whose services to Muslims 
have never been adequately ack¬ 
nowledged by Pakista'h, 


'Kaihtofr ''Valkyl 

nwds' a tmnetmoal'. fumdltmt -e#. iw^ .. 

. y^ti^tft,' sphffetigni;' 
hotter -.-pNmition *0 fmivide idiftfi ’ 
Piakiatain.-' Tlie pbqt gf 

Valley need it. The final'Mwtoh >- 
for ‘'hhhtifaing ' 

what this .writor xs^la .the civuishig 
•and' humanisi^' influ^rie df “orliii- 
,.nialisin”, as much -um ,1^' oWlonit^ 
as on the oOloniser. By having to- 
pretend that i^odia is fuDy .,^iUar 
m Kashmir, Indian -setmlarisin tyfth ' 
all.its impekfecuiainf gains \hat 
mora reality. The Infet-paBofiisH ^ 
obll^ioq, to appear accep^Ip/to 
the lMusHms of the Kashmir, Vatley 
irop&es pn the Indian, people and 
the Indian ' Government die- - addw 
honal ‘ dbligatibn to be‘fair to, its 
internal minorities. Kashmir, with all • 
its, hear,tbreaKing complexities may 
yet have been allotted by history 
the great rede pf, keeping at bay in 
India the very real forces-of com¬ 
munal reartion and Hindu. orthq- 
doxy, of keeping alive in India the 
flame.s of human'tolerance and libe¬ 
ral set^ulwrism, of setting an ex¬ 
ample of civilised living in which 
our largely - wicked human nature 
learns a thing or two from Nature 
which is. nowhere in the , world 
more resplendent than here in this 
Kashmir Valley. 

—Flibbertigibbet 
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' ‘ JpEHNNING in ItMliflt is n ‘^nltengr' 
•... . iog .' exper|i|ttM»l^';;. ,Jt^;“/(»hcerftB 
tiw economic »ij|evQl«fMieiU( of a 
" ■ which ^hflotf 'ift *;« ,^*B 

of -stognation -for )iea^ i oan-joiiit 
'm ,cnprmi*u»ly hifc end 

'tm appeiitnv’ •de^ee of -pomty.. 
Agciciutui'e w rt|Il ,jhe ^Bs^y ^ 
the economy, ati^ortiag ahont fl6, 
per ■ cent 'pf ihe' pdput^dir ' SOd' 
iiGc^nting for aboM <&0 p|Br><cent <<4 
the national irreonie, ' And yw 
growth of food, production i^-hniciy: 
sufficient to oope with die gcowdi 
of populatuMi. Tteld p«r acre it 
'low; there iS too mnch pressure, of 
population op land, whemw the 
soil itself is under-nourished for 
want of fertiliser; and, what is even 
more disturbing, cuidvation i« sub¬ 
ject to unceitainties of weather due 
as much to draught as to flood. Our 
experience of the last twelve yeats 
of planning has - demonstrated how 
precarious our estimates of invest¬ 
ment and output are and how depen¬ 
dent they are on what happens In 
the agricultural sector of our. etio- 
nomy. < 

Agricultural development is thus 
the most impbrtant single element 
in the strategy for economic plan¬ 
ning in the country. In the collec¬ 
tion of essays under review, Dr S R 
Sen, its distinguished author, has 
addressed himself primarily to this 
element. For, of the eighteen essays 
collected in the volume, as many 
as ten are devoted directly-or in¬ 
directly to the problem of agricul¬ 
ture. Coming, as they do, from 
one who has been associated, as 
Economic and Statistical Adviser, 
with the Ministry of Food and 
Agriculture for nearly a decade, 
these essays are of the utmost in¬ 
terest to students of economic 
planning herd and abroad The 
remaining essays deal with the wider' 
problem of planning as such, in¬ 
cluding price policy. Here-agafp 
Pr Sen's pbservadons carry a spe- 
, cial aignificance in view of the close 
aaaociatioa'^t he has at present 
With the Planning Commission. 


f Vflacgain Sector'^ , 

f>r' Sen/k‘ »ptirai8tic abobr tbe 
potdotiaUty of agriculture in out 
^nomy. in fact he considers 
a^fcplture as a kind of ‘‘bargain 
metot*^ in the economy, arguing 
; that its. very backwardness provides 
’ an “btdn of the unexpioited poten¬ 
tial, that, there is in this septon But, 
and here >is the crux of the pro- 
bit^ for Ithis ' pptentialily to be 
reaiked, anicuititro needs a “big 
puah”. t'Easiiy No 1, pp 13-21). 
The dhoka mustiRmt be cleared by 
way <rf an appropriate Idnd policy,* 
credit policy and. marketing prdicy, 
and then an all-oUt effort made 
through an effective extension ser¬ 
vice towards the realisation of an 
adequate a^kiultural target. Here 
the . author is careful to point out 
thu in a country like India,’where 
labour is abundant apd lahd rela¬ 
tively scarce, the aim of investment 
should be to' reptaee land by way 
of Improvement, of the soil rather 
than to replace labour by way of 
mechanisation, 'fertilisers, not trac¬ 
tors. are the instrument of agricub 
tural 'development in an economy 
like oiirs, where the land-man ratio 
is low. ("Essay No 2, p 29). 

There does not seem to ,be much 
that is new in the speetfir recom¬ 
mendations that Dr Sen makes. They 
are all in line with the general,' 
agricultural fiolicy of -the Govern¬ 
ment of India; after all Dr Sen’ 
him«elf had his share of responsi¬ 
bility in shaping, this policy. What 
is eignifirant is the emphasis that 
he lavs on the intensity of operation 
called for in the field of agrieulture. 
Referring, for example, to agricul¬ 
ture extension servicr, which is 
supjiosed to be the chief agency 
through whicli improved farming 
methods are to be .retailed U> ,oui 
ciHtiVators," Dr Sen tells us that, 
whereas in Scotland one extension 
agent serves 200 farmers, i'n Holland 
about 400 and in Japan, a land of 
small holdings,, 500-600, in our 
country an inadequately trained 
village level Woikef, a mere matri- 


. "i.s asked' to look after ^es 

Bsaoy .ga 1,200 farmers and give 
theiti day-to-day guidance not merely 
in agricultural aad animal btisbatt-. . 
dry teebftiques but also in &rm . 
planniii^g, cooperative organisation, 
panobayhl, social service ■etr” 
(Essay 1^0 1, p 15). -The form is ’ 
there but the substance is lacking. 

Big Posii Needed 

Tlie theme of a “big Ptish” runs 
through ell (he essays, “^e Inrffan. 
farmer‘is' trapped in a nwrfi of 
vicious circles, To fireak ' throq^ 
this mesh, an all-out effort will be 
required — concentrated enough td . 
punch a hole all way through < 
the mesh and enable fhe' farmer to' 
escape permanently from the trap 
he is in. (Essay No 3, p 33) fi ' 
,18 with these words that the author 
hails the so-called “Package Pttn 
gramme” orgahiMd by'the Ford - 
Foundation in 1961, The same 
spirit of urgency is to be found m 
• tlie author's. plcid for agricultural ‘ 
ecornmnies reseaixdi (Tssay No 11) , 
and iii his scheme for tawt setting 
in agnciiiture (EsMy No 14)4 
where, with charaCtlBli^ foresight, 
hr undetlines the ne^ for program* 
mes. wbidt would art in motion “a 
process which will lead .to oonti* 
nuoiis and sustained improvement 
in the agricultural productivity of' 
the country.*’ (p 173) 

Dr Sen is a planner, not juat’ 
professionally, but by conviction, 
at any rate insofar as' his interest 
concerns under-detrloped econo¬ 
mies The present volume contains , 
a number of papers beating on the 
more important selects of planning' 
theory and practice on which he haS 
brought to bear his wide knowledge 
and experience. We are first acqu-' 
ainted with the machinery through 
which planning operates in our 
country The machinery if Compli¬ 
cated, particularly in ■ view of thn 
democratic set-up within which it 
fnnetions, “Planning in . In'dia 'is 
essentially a liackward and a fpr- 
ward process — an exercise in sue- , 
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Iww &nSeB ^iuusfitaiiMM giiUtf^'i' liM ttt be a feeling ths< 
il^iag. pirocenitin:, and fae take* im eactrune diepa^kies of Income an 


tfaiibi^ a vaat maze of dbei^a AOd 
countef'cdiecks curating through 
the varkfus organa of our 
machinery, wi^ the Planning U»n> 
mission and the National D^lop- 
ment Council at the tq) and, say, 
the Block Deveiopment Organisa* 
tipns at the bottom. He then gives 
a short account of our planning 
technique, particulaTly underlining 
the significance of the splitting up 
of the plan horizon into long term 
planning, five-year planning and 
annual planning. At one end w the 
long term perspective covering, say, 
15-20 years, whose main crmccrn 
is a broad assessmeSnt of needs and 
technological possibilities of the 
economy, while at the rther *end 
are the annual plans which give a 
detailed programme of activities for 
the current year “in the light of 


being gradualiy ehminated and 
som^h^ visible is happening in 
his neignbouriMod and there is a 
reasonable promise of his own 
standard of livii^ and employment 
opportunities improving during the 

next decade or so althwgh immedi¬ 
ately be is being called upon to bear 
some strain. If we cannot give him 
better things today, we must at least 
give him some vis&le token, besides 
promise, of the socialistic pattern of 
society that is to come.? (p 98) One 
wishes that Dr Sen who is not only a 
planner but also an administrator, 
.could persuade the Government to 
put these ideas seriously into prac¬ 
tice. Over-much concentration on 
growth-potential, as distinct from 
growth as such, may indeed be self- 
defeating; the common man would 
not care to understand the signi¬ 


tdawB OB > a nunHam of pidbletim 
besetting opr economyi S^wlat' 
mentimi, however, ne^ to bt . 
made of the last essay in the collecr 
don, Impact and Implicationa 
Foreign Surplns Disposal on Under< 
developed Economies, which is hn 
addnss delivered at the Fiftieth 
Anniversary Session of the Ameri- 
caai/ Farm Economics Conference 
held at Ames, U S A, in August 
1960. There was considerable 
amhiguity in the attitude of the 
donor country as well as the recip* 
tents in the early days of the sur¬ 
plus disposal programme. Tlie USA 
presented a face which was “a com¬ 
bination of that of a kind-hearted 
humanitarian, an anxious salesman 
and a hard-headed negotiator”, 
while to the recipients the proposal 
came at once as “a generous offer 
to be readily accepted and as a form 
of 'cduirity' which would adversely 
affect their national morale and 


the targets and financial provisions 
of the five-year plan”. These plans 
are inter-related, and yet they are 
not rigid, if only because a vast 
private sector coexists with the 
puhlir sector in our economy. 

Investment Priorities 

Tile remairiiug papers on plan¬ 
ning deal with specific is.sues that 
aro8>e in the couise of the formula¬ 
tion of the Third Five Year Plan. 
Although written in a particular 
rontext and for a special audience., 
the analysis provided here has 
general significanc.e. The concept 
of a self-generating economy, the 
policies germane to the creation of 
such an economy, the criteria of 
investment priorities consistent with 
socialist aspirations — these are 
some of the things that are high¬ 
lighted in the.se essays, and they are 
analysed with tlie skill of a tecliui- 
clan, tempered by the wisdom of the 
practitioner who knows the limita¬ 
tions of a rigid approach. A large 
investment programme is re(»ra- 
mended, involving considerable 
strain on the people, from which 
even the common man can Uot 
escape. However, alive to the poli¬ 
tical implications of such a plan, Dr 
Sen is anxious to earry through an 
“impact programme”, by way of 
psychological preparation, along 
with the Plan, such as internment 
of beggars in big cities in work 
campw and infirmaries, work pro- 


ficance of ex^nential functions ! 

From the point of view of the 
technique of planning, tlie essay on 
“Criteria for Investment Decisions” 
is by far the most important. Our 
author lays down certain possible 
criteria for investment decisions, 
namely output, employment, surplus 
etc. and indicates, as a starting 
point, the primacy of the surplus 
criterion, tempered by considerations 
of foreign exchange. This is a much- 
trodden field, and differences still 
exist among economists as to what, 
even accepting maximisation of 
surplus as our investment criterion, 
must be the time horizon m relation 
to which the criterion is to be 
applied. Dr Sen has steered clear 
of these controversies and has 
directed his attentiem rather to the 
practical, rough-and-ready method 
of doing the job. And here he takes 
a project-wise approach and pro¬ 
ceeds to enumerate types of data 
that might serve as the basis of 
investment decisions. By the way, 
it is difficult to see why Essays 10. 
11, 1.3 and 14 should not have been 
placed under Part I where thev 
rightly belongs 

P L 480 and Deveiopment 

"niere is a miscellaneous collection 
of Essays in Parts If and III on 
the Human Factor in Growth, Statis¬ 
tical Methods in Economics, Price 
Policy, etc — written for special 


weaken the spirit of self-reliance.” 
Some even viewed it as a kind of 
dumping which would injure their 
agricultural production and also 
their export trade. 

As, however, tlie prograimne for 
surplus disposal was integrated with 
the plans for economic development 
of pnder-deVeloped countries, much 
of these roiegivings disappeared. For 
the surplus could now be regarded 
as a form of foreign aid to be used 
as a supplement to other resources 
for economic development. In eco¬ 
nomies where not only plants and 
machinery but also circulating 
capital is in deficient supply, this 
surely is an important consideration. 
Yet even here, as Dr Sen points out, 
certain considerations have to be 
kept in mind. First, commodity 
assistance must not be looked upon 
as a substitute for general foreign 
exchange assistance. Secondly, the 
counterpart funds must not be, 
allowed to dissipate into lines of 
production outside the plan. Thirdly, 
the utilization of these funds should 
be on programme basis rather than 
on project basis. And lastly, in view 
of the uncertainty involved, the 
programmes for economic develop¬ 
ment must not lean too heavily on 
such assistance. 

It is encouraging to note that tile 
Indian authorities are alive to these 
considerations; despite some local 
critics of P L 480. the counter}>art 
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dieturbinf effect upon our econbnay. 
Npt, oply ha? our CJovernment taJcw 
ft cautious approach to the use -of 
these-funds, the donor country has 
afso shown considerable understand' 
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Altogether it is 4^4 thhig that »» « *!!* ™. 

Dr Sen has coUeaea these essays' toil^thet f >((hhld 

for puhliffttihn,’ The ^nerfl i^idey mend this woeHent eoHecSien 40 >«li 

to whom the essays would net other' -sectops students of .phj^iifng.' ‘ ’ 


‘ALL A 
BLOWING ' 

ALL A d 
GROWING'S 


Whot kssps blowing end growing in jhinipor 
IS USCO S*ssl ana in loct thors is ftbftWt« 
MtHon toiw of steel ingots o yeer/ftef' 
la talk of. flnishsd steel, bfeoms, bllwlt, Iwn, 
shMts, roils and itructerels—corning 
csossiesd/ froffl Ihe'-totegralsd staolwprka 
These, the trwl (tredects of Bvrnpur 
'blowtng and growing', help to shape 
many o thing whteh form port of our 
daily life and pop of our indutrlql life. 

Indeed, in every sphere of the 
^ counfty’s endeavour at preeeiit, 

IISCQ Steel is playing o 
very substantioi port. 
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Diim« Dt«gte 


General Ne Win's coup d’etat in March 1962 UMU the product oj the soci^politieai^ and wonomie i # - 
orisis which Surina faced in Us tUtempt to oofaeoe ra pU devetofmmu whue rnmniaiMa^ parlimmtary demp- 
crttcy. 

The Revolutionary Council has discarded parliamentary democracy, declaring that it will develop 
such- forms of democracy as will promote sociatist development. 


According to the “Burmese Way to Socialism", the Burmese ptmy, headed by the RevoUUiorusry Conns 
cil, will guide the country during the transAdonal period to achieve a socialist pattern of society tfaottgk 
.sncialisaiion oj the means of production and planned development. The central role in this development m 
given to workers and peasants. In the process, it is hoped, they mil be transformed into a strong and orga¬ 
nised social farce capable of taking over state power and controlling further development. 


'T'HE Bumene Army, headed by 
General Ne Win, overthrew 
U Nu’s Government, dissolved Par¬ 
liament and placed a Revoluticrtiary 
Council consisting of the high-rank¬ 
ing army officers at the helm of 
alfairs in a coup detat on March 
2, 1962 The danger of disintegra¬ 
tion from the actions of certain 
federalists who were planning an 
uprising to separate the Shan States 
and some other parts of Burma, 
intensification of the activities of in¬ 
surgent groups and geiieial break¬ 
down of law and order — these 
were the immediate factois leadiiig 
to the military intervention. 

This was not the first appearance 
of General Ne Win and the Burmese 
Army on the Burme.se political stage. 
They otga'iiised the caretaker gov¬ 
ernment from October 1958 to F«b- 
luary 1960 Rut there are obvious 
difference.* between the army inter¬ 
ventions in 1958 and 1962. The 
army intervened the first lime with 
tile sole intention of restoring law 
and order m the country and pre¬ 
paring conditions for general elec¬ 
tions witliin a .short period so as 
to transfer power back to politici¬ 
an*. This time the military govern¬ 
ment is not committed to withdraw¬ 
ing tiom power once the mistakes 
of the political parties have been 
corrected and law and order restor- 
cd. Further, the military regime in 
1958 did not involve itself in radi¬ 
cal social, political or economic 
change wherea.s the present Revolu¬ 
tionary Council has initiated radical 
changes in the entire system. In 
brief, the first array inlerventiota was 
made in the name of saving parlia¬ 
mentary democracy, whereas the 
present military regime ig working 
to destroy that system and establish 
a new order of socialist democracy. 


In view of these differences, the 
description eff the ■'1962 coup d'etat 
as the ‘Second Revolution’ by its 
leaders is justified — achievement of 
Independence being the ‘First Revo¬ 
lution’. The coup d'etat was not the 
expression of personal ambitions, 
nor was it the result of interferCbee 
by a foreign power. It was the pro¬ 
duct of the socio-political and eco¬ 
nomic crisis which the country faced 
in the attempt to achieve rapid 
development while maintaining 
parliamentary democracy. 

Seeds of the Second Revolution 

The basic causes of the Second 
Revolution, ie. the real causes of 
the socio-political and economic 
ctisig and the failure of parliamen¬ 
tary democracy, will be fouhd not 
in the events which immediately 
preceded the military intervention, 
but in the development of the coun¬ 
try over the past many years. The 
autarchic feudal structure, its des¬ 
truction almost owmight by colo¬ 
nialism, the opening up of the Bur¬ 
mese economy to the world market 
along with the beginnings of capital¬ 
ist production a^d commerce with¬ 
in the country, the imposition of 
new forms of political power, the 
growth of nationalism and the strug¬ 
gle for independence, its achieve¬ 
ment and then the struggle for 
national unity, political as well as 
economic, iu conditions still domi¬ 
nated by a colonial inheritance — 
the real causes of the Second Revo¬ 
lution will emerge from an analy¬ 
sis of factors su^ as these. If the 
military intervention is narrowly 
viewed as the result of events imme¬ 
diately preceding it, then it appears 
as a coup d'etat, but if it is seem 
from a broader viewpoint, in the 
context of the historical develop¬ 
ment of the nation, then it appears 


more like a genuine revolutiiyn. The ■ 
term ‘revolution’, eff course, should 
be used conditionally as 19 months 
are too short a period for the mili¬ 
tary government to show ooncrale 
results which should be the criteria 
for judging such a historic event. 

Space does not allow the eiabo- ■ 
ration of all factors mentioned 
above, but it may be worthwhile to 
point out the main characteristics of 
Burmese political and economic 
development which have influenced 
the present position of the country. 
Burma became independent on Janu¬ 
ary 4, 1948, The party which M the 
struggle for independence was the. 
Anti-Fascist Peoples’ Freedom Lea¬ 
gue, the AFPFL, comprised of all na¬ 
tionalist forces including socialists, 
communists, the army units and 
some other parties and national or¬ 
ganisations. It was formed in 1944, 
too late to become, like some other 
liberation movements, a strong and 
united organisation through a long 
anti-colonial struggle. It was not 
surprising, therefore, that the pro¬ 
cess of disintegration of the AFPFL 
which was more a front than a 
party began immediately after in¬ 
dependence. First, the Red and 
White Flag Communist Parties 
broke away and started an <^n in¬ 
surrection against the then progres¬ 
sive nationalist movement. Some 
army units joined hands with them. 
The desire of some Karen national 
groups to have a separate State 
brought,the KNDO into open re¬ 
bellion against the AFPFL Govern¬ 
ment further threatening the unity 
of the young nation. In 1949, at 
the height of the country-wide in- 
surrectfon, the Government of 
Burma was rather better described 
as the Government of Rangoon, the 
only area in which it exercised real 
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* An^ft ,H<I 


OF SPECIAL 
SIGNIFICANCE 

The (aet« preaentail bare are ef apeciai Itgotfioance to every 
thinking Indian. Th« are inmyrtant to you and your 
family, for the very future of tiie - lution dopenda on otir 
defence againft the Chioeie aggrettora. Onri U a jMaeefol 
nation utd we ere a peace-loving people. But we wul never 
give in to aggroMioa. 


TNE CMWESt TMEAT 

The truth m that the Chineee 
aggreuion on our border oon- 
tiouea although actual fight¬ 
ing hat atopped. China itill 
oecupiei 14,000 a(j|. milea of 
Indian territory n laidakh 
and conttaaea to mast her 
troopa on our borders. We 
abidl have to he ready to meet 
any new aggreaaion. Let ua 
renew our pledge not to real 
until the lui of the agerea- 
aora haa been driven out rroro 
our aoil. 

« HACNIFICENT HESPONSE 

People from all walks of life 
rallied to the call when the 
Prime Minister. Shri Jawa- 
harlal Nehru, laaucfaed the 
National Defenre Fund. The 
reaponae was magnificent. 

We gave geueronaly .. with 
all our heart.... tor we re¬ 
alized that no sacrifice is too 
great for freedom. 

A FIRM RESOLVE 

Let ua make a Arm reaolve 
to keep on giving until the 
threat to our freedom la 
removed Let ua give gold. 


For what go^ are gold baa- 
gles today, if tonaorrow w« 
are all m iron shacklea t Let 
na give money. Onr anatained 
cODtribution will help build 
up defence 

THREE COOD REASONS fOR 
SIVINO 

1. Give to protect yonr own 
future and the future of your 
children, 

2. Give to preaorvn the ter¬ 
ritorial integrity of your 
Motherland. 

3. Give to proaerve peace in 
Indu and tbfeoghont the 
world. 

CONSIOER THESE QUESTIOMS 

Shall we shirk our duly and 
risk our honour? Shall we 
allow our Jawaiia to lay down 
their lives for na without 
backing them up? Shall we 
be aelfiah today—only to find 
that tomorrow everything we 
cherish and value has been 
taken from na? Shall we pnf 
self before country, greed 
before valour, material poa- 
aeaaiona before freedom? 


THINK IT OVER 


TAKE PART IN NATIONAL PREPAREDNESS 
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"' the 'imorigeate 
|i^ ihs cities hiwxttiups 
", ,,f|<ied the ipath rtWupiunicatiop'lines. 
Muee then, however, diverseiinttti’ 


But 

’'tbe feotionai struggle betwoea Thg* 
■kins krtd U-Bas contributed to a 
luither deterioration in the political 
sititatiort. 


ports cotniMied Mttfa ?0 per cent 
today. The national per capita in* 
come is still 13 per cent lower titan 
the pre-war level and amounts to 
about 56 tJ S dollars. {“Second 


1^ ||(^1W groups have continued to be 
.active iui the remote villages and 
' lorests, their strength and the in* 
, .tentity of their operatioite increas¬ 
ing or decreasing with changes in 
the general political climate. These 
graups have constantly vitiated the 
cbuntiry’a political stability and eco¬ 
nomic developtnenc. 

Split in AFPFl, 

Instead of growing stronger 
through the struggles it had to faca 
during the immediate post-inde- 
pdndence years, tho AFPFL suffer¬ 
ed further losses. The strongest and 
leading group in the AFPFL re¬ 
mained the Socialist Party and al¬ 
though a group of Red Socialists 
left it in 1950 to form the leftist 
Burma Workers and Peasants Party, 
its basic strength was unaffected. 
The real split in the AFPFL, which 
took place in 1958, was a turning 
point in Burma’s post-independence 
political development. The differ¬ 
ences between two groups within 
the AFPFL, called the “Uneducated” 
and “Educated” factions, started as 
early as in 1952 and became pro¬ 
nounced during the general elec¬ 
tions of 1956. The two groups had 
a common goal, the achievement 
of a welfare State, but they differ¬ 
ed in their approadi to it. The “Un¬ 
educated” faction emphasised deve¬ 
lopment of agriculture, while the 
“Educated” faction laid stress on in¬ 
dustry. When personal differences 
and a struggle for power permeat¬ 
ed the rank and file of tlie party, 
and when U Nu, the then Prime 
Minister and Party President, sided 
with one group, the AFPFL split 
from the very top to its roots like 
a tree struck by lightning. U Nu 
and Thakin Tin headed the ‘Clean 
AFPFL’ and U Ba Swe and U Kyaw 
Nyein the ‘Stable AFPFL’. The en¬ 
tire party membership was divided 
as were the affiliated organisations 
like the TUC(B) aVid ABPO. So 

th^ year 1956 saw the unhappy end 
of Burma’s once united, strong, anti- 
colonial and progressive liberation 
movement. Since then Burma has 
1 had no party strong enough to form 
a stable government. It is true that 
U Nu’s Union Party got as many 


To maJee nialtera worse, a succes- 
ffion of gevernmenta could not make 
any impact on the economic situa¬ 
tion. The eccmomic potential of the 
country was severely damaged 
during the Second World War. 
Eighty-five per, cent of Burma's 
population is dependent on the 
,land, principally on rice, the main 
crop, the growing of which em¬ 
ploys, half of {he total working popuA 
Wion on tw«-r£^d» of tiw .toititi 
cultivable land. Ab««e70 per «®t 
of the country’s exip.^^ OOplsfete jrf 
rice^ Apart from ^'iexpioilHtion'^oi 
teak forests and'Hi-ivells, industry 
is negligible. Immediately after in¬ 
dependence, the AFPFL Govern¬ 
ment , adopted a two-year plan of 
wconomic development which, how¬ 
ever, failed completely owing to the 
country-wide insorreotion, Wnen re¬ 
lative peace was restored, the Gov¬ 
ernment adopted in 1952 the anffit- 
tioui Eight-Year Plan, called ‘Pyid- 
awtlia’ (Welfare) Plan, , tf*® main 
targets of which were to attain the 
pre-war level df production and to 
create conditions for further deve¬ 
lopment. Tile financing of the plan 
depended too much on the export 
of rice and when in 195^ the price 
of rice in the world market sud¬ 
denly dropped, the plan teas left 
without sufficient financial resourcea. 
The implementation of the plan was 
finally abandoned iii 1956, although 
72 per cent of the investments 
planned for that period were 
incomplete. A new four-year plan 
was started in 1956 covering only 
the public sector, but at the end of 
the four-year period in 1960 it had 
not achieved the planned inv^traCht 
of 2,000 million Kyats. 

Economic Fallarr 

In the fourteen years of independ- 
enee, the gw ernioenlB of /Butraa, 
both the ArTTL’s and the Union 
Party’s, failed to raise the jliere of 
industry in the gross doraesitic pro¬ 
duct, which (excluding the rice 
mills) is only 11 per cent; nor did 
they succeed in diveisifying agri¬ 
culture 0£ ledhcitl^ dependence on 
it. On the contrary, the dependence 
on agriculture actually increased. In 


Four-Yaar Plan", Ministry of Na¬ 
tional Planning, Rongocte, 1961 p ' 
7). 

Tile ^litical parties in Burma . 
and their activities have bad mtich 
in common: their general socialist 
outlook and shared objective of es- 
tablisbing e socialist pattern of so¬ 
ciety; tm adoption of progressive 
political programmes as well as of 
economic plapis though these were 
seldom implemented; splits and 
factiohal struggles caused more by 
personal conflict than ideological 
differences; membership composed 
of all social classes, that is, pea¬ 
sants, workers, intelligentsia and 
middle classes or petty bourgeoisie; 
small and inefficient cadres and con¬ 
sequent failure to engage the mas¬ 
ses in the rapid development of the 
country. There are many other cha¬ 
racteristics as well, but among the 
above-mentioned, the two crucial 
ones were failure to engage the 
masses in the process of develop¬ 
ment and the non-implementation 
of programmet, and plaits. These 
failures directly caused the polib- 
cal and economic crisis ill the . 
country and thus led to the inter- - 
vention of the army. 

*gociMUM Demoeracy' 

In the policy declaration of the 
Revolutionaiy Council, “The Bur¬ 
mese Way to Socialism”, it is clear¬ 
ly stated that the socialist ahns of 
die nation cannot be achieved 
throu^ such furins of parliamenta¬ 
ry democracy as Burma has experi¬ 
enced in the past. Tlie Revolution¬ 
ary Council firmly believes that it 
must, in accordanee with existing 
conditions and environment and 
changing ciTcurastances, develop 
forms of democracy which will pro¬ 
mote and ensure socialist develop¬ 
ment, ie. ‘socialist democracy'. 

The Burmese army, headed by 
the Revolutionary Council, will 
guide the country during the tran¬ 
sitional period to achieve a socialist 
pattern of society through socialisa¬ 
tion of tile means of production and 
planned development. The central 
role and place in this development 
is given to the peasants and work- 
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ffMAW OOTTON « OROMf»TON PAIIKIM90N lnlMITBO 
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Agpod Mwe tar tkcMcal MaBatiM 

Afunhtr tribute to our leadership in Mia hat beat 
gtrm by Jimdattm SuH tbrouth the award of 
the contract for supply, erection and cammltsionint 
of die Electrical Eawer Distrdntlton equipment 
far their expansion at Durgapur We, at CCCP, are 
proud to be astoetated with the engineers of 
MSI in shouldering the responsibHlty for the 
ekctrificaiien this gigantic project 



THE UR6EST ElEfiTI«C)il“TURNXEY"CI)HTRIieT AWm TO IN INDIIN GOMPINY 



ORBAVM COTTON * CROMPTON PARKINSON UMITKO 
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r. CSKyiiST 5 t 3 /*tt 4 : 

{*' orgUiiseid social {(nrc^ cspoblft ^ taiA in dojcif so olu-Motm itidfvte 
r , taking over State , power and Con- be Burmese and 'pationafbt' above 


trolling further development of the all. 
^idty free from any exploitation. 

Political parties have not been „ 
banned but their activities are cont- 
rolled. If a party is i-eady to co- ‘ P' 


SoclaUsatiOii of Prddnetkni 


m’-fa 


' ; Itt 'to^' 

ihMO'iBaMKi' and .Itrlng'.'{waciari^d' 
unity in the eount^^ /di« < Rvroki* > 
tibnary Councia tew/ ordlijf^r 4 


Some of the policies have been general maHauiiv and (started ^peace 
implemented already. The ftevolu- ^rteys tvith.^ll , iiiBOyghnt 
tionarv Council has nationalised all »hi<^ honestly wish to reswoe law- 


the party is trade (namely in rice and teaJc will not tolerate other groupsi whidb 

it 18 tolerated and it ys art private concerns, persist in their extiemlst demands, 

d statm quo; but if the party ^ P Red Flag Commuidsts and 


xicvuiuiiuiiax y v,vuijviji as. xo « ^ ^ . 

•«pp««ed and the leadership of the ± 

;!r u . . ■■ .1 * and Indians with Burmese citieen- 

paity can even ^^arrested. as the „ . 


and Indians with Burmese citisen- stated earlier, 19 months Is 

.ship. General Ne Win has declared abort a period to judge the sue* 


as well M irrigation and diversifica- staged, then it will have bec»me 
tion. New cultivable land Is to be a genuine Second Revolution 

Exports: Ups and Downs 


leaders of the AFPFL were recently. -Ss of the new policies.'’Nevertbe- 

PHitoaophr of the RevoluUon day. But what Burma needs now is if ^he Revolutionary Council, 

The RevoluUonary Council has to build up new industries. The in the implementadon of its de^r- 
started a new party, ^ the Burmese Revolutionary Council has started ^d policy, gets active support of the 
Socialist Programme Party (BS f^veral projects. In agriculture niassCs, le, peasants and workers, 
PP), which IB to be a cadre party mechanisation has been encouraged whose name the coup detat was 
' during the transitional period, and “* '"'*** “ irrigation and diversifica- staged, then it will have become 
will later on become a mass party tion. New cultivable latid is to be a genuhie Second Revolution 
of peasaiits, workers and the intel- j 

Jigentsia. The ideology of the BS ExDOrtS: UpS and DoWnS 

PP has been published under the * * 

uUe The System of Correlation of piFTY NINE important counlrieh i elated to new products. As many 
Man and His Environment’. In the in the world bought more good* as Lid enquiries were in respect of 
first part of the ‘Philosophy’, as it from India in l%2-63 than in the handicrafts. 

is also called the correlatkm of preceding year, according to a sur- India’s total exports to the E E C 
mmd and matter and their influence vey of India s export trade by the l, ,7 ^ lOAOA-i 

on the development of the world World Trade Department of the , r , 

are set out while in the second part Indian Chamber of Commerce, Cal- ^ !„ fa,., ^exnort 

the materialistic and dialectioal ap- cutta. These countries included the r r iv, i ' _ • j 

proach to historical and contempo- UK, USA. USSR. Yugoslavia, T teJ fTI; 

rary development of society is ac- Afghanistan, Argentina, Australia. s g a a a e 

cepLl and stress is laid on the Canada, CzechLlovakia, Fiance. 7 7 

conflict between the exploited and ete. But forty-two countries redu- j * ^ * ,*’• ' 

exploiting classes as the cause of ced their offtake of Indian goods, ^ 

social revolutions. Firm beliet is such as Belgium, Ceylon, West Cei- _ ^’^*1 there has^ l^n a spJ'ctacular 
, expressed in the final victory of the many, Indonesia, Japan, New Zea- increase in^ India a export to East 
■ peasmts and workers in die social- land. Sudan and, Thailand. India Furone h rom Rs 25 crores in 
ist State where the means of pro- had a deficit in the balance of trade 1957-58 the exports ro^ to Rs 92 
rfuctitAi will be in their hands and with as many as forty imfjortant crores m 1962-6.3 forming 13.,3 
is X coiisequence exploitation will countries. The deficit was most se- cent of India s total exports. The 
'disappear. In the ‘Philosophy’ the vere with West Europe, particulaily conclusion of bilateral agreements 

Revolutionary GtlUnctl has empha- West Germany, W'ith whom it amo- ^.ud the orientation of the econo- 

siied that it has dhoaeii the middle unted to Rs 82 crores. ni>cs of those countries towards in¬ 
way, free of Hg^ or leftist de. importers in the U K have recen- corwumptiop have greatly 

_ . . naltvnii Inas A-vaxarxai/Wk evi a^B1t» AVT%/\-rr 


were H« 47 rrore.s jn 1962-63 
against Rs 51 crores in the preced¬ 
ing year. In fact. India’s export 
with the E C M has remained prac¬ 
tical I v stagnant at a low level for 


and quota restrictions. 

But there has been a spectacular 
increase in India’s export to East 
Kiirone From Rs 25 crores in 


is X cOlisequence exploitation will countries. The deficit was most se- cent of India s total exports. The 
'disappear. In the ‘Philosophy’ the vere with West Europe, particulaily conclusion of bilateral agreements 
Revolutionary GtlUnctl has empha- West Germany, W'ith whom it amo- S'Od the orientation of the ecotio- 
siied that it has dhoaeii the middle unted to Rs 82 crores. ni>cs of those countries towards in¬ 
way, free of Hg^ or leftist de. importers in the U K have recen- corwumptiop have greatly 

tly evinced keen interest in obtaining 

Tile ieftiel parties have pointed from Indiw a number of new items region, 

out that this 18 a dual philosophy, such as plastics, chemicals, herbs Exports to the USA improved only 
t^Ing to unite idealism and Wte- ahd drugs, handicrafts, foptweai, by Rs 1.5 crores although some in- 
rialism, and is, therefore, unscienti- cigarettes, cigars, galvanised buck- dividual items like fish preparations, 
fic, Some social democrats haVe on ets, sarees, towels. Sewing-thread, raw cotton, mica, coconut fibre 
the other hand described it as a raw silk ties, canned fish, sugar, yarn, sewing machines, footwear 

downright Marxist philosophy. Wh«t _ plywood and timber. In I%2 the and art works recorded substantial 
is more true than either of these Indian Hi^ Gomsitssion in |he U K increases. But there was a steep 
„one-sid^ cornments is that the Re- received irofn'"lhe U K importers decline in coffee, pepper, sugar and 
volutionary Gnincil has tried to 703 trade enquiries, many of which cotton waste. ' 
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Distributim of imomg mumg -different factors, of production i$ important from the point of oiew of 
equa^i jitt has also impUfatiaps^fpr tncerftives to increased production, 

’ ‘ The • fotlomug study shows that changes in ' the distrlbation- of agricultural income during the decode 

19S>1^2 .to 1960-^1 adirersel,y Affected both equity and incentives. 
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' Dutifig this period ther^. was' a deterioration in 'the relative position of agricultural labourers and cut’ 
tivatory and an improvement in tkat’ Uf rent and interest receivers. 

{The views expressed in this paper are those of the authors and in no wa^ those of the Government 
of India]. .... i " 


'J’HE five-year plane have imparted *' 
a certain amount of dynamism 
to India's economic development 
which is partly reflected in the in¬ 
crease in national income Hy 42 per 
cent and per capita income by 19 
per cent b^ween 1951-52 and 1960.- 
61, In this context a significant 
question pertains to the distribution 
of income. The problems of estima¬ 
ting national income and determin¬ 
ing its distribution have engaged 
the attention oI researchers like S J 
Patel, ‘ I S Gulati, ® A K Chatter- 
jee, * M Mukerjee, * and recently 
Dey and Maitra.' Tl'teae studies 
relate to particular years and con¬ 
tain some improvements over earli¬ 
er attempts. Patel, Mukerjee and 
Chatterjee have utilised C S 0 eoti- 
mates of income originating from 
agriculture, animal husbandry and 
ancillary industries, Dey and Mai- 
tra have independently estimated 
national income originating from 
the agricultural sector which they 
have defined to cover growing crops 
(excluding plantations), forestry 
and animal hlisbandry. As a result 
of the exclusion of plantations, dis¬ 
tribution of income in agriculture 
and changes in it may not be ad¬ 
equately revealed. Besides, as these 
studies pertain to a particular year, 
changes over a period of time can¬ 
not be gauged from them 

In any study of income distribu¬ 
tion the method adopted to delineate 
the various factor shares is crucial." 
It is, therefore, imperative to ex¬ 
plicitly lay bare the procedure and 
components used. 

Distributive Shares 

According to the C S 0, the agri- 
cultural sector comprises the grow¬ 
ing of field crape, plantations and 


ancillary industries In this paper 
the national income ,,originating 
from this sector as published in the 
Economic Survey of Indian Agricul¬ 
ture, 1961, ^ has been utilised. The 
distributive shares used are : (a) 
payments to agricultural labourers, 
(b) rent on land, (c) interest on 
borrowings, (d) taxes, and (e) cul¬ 
tivators’ income, the residual. 

la eaumating the income of 
agricttltural labourers in the form 
of agricultural wages, Dey and 
Maitra have taken the figure of the 
agricultural labour population as 
reported in the Second Agricultural 
Labour Enquiry Report (1956-57), 
notwithstanding the publication of 
the 1961 Census figures. Similarly 
the number of earners per house¬ 
hold has been taken by them to be 
2.7 which was the figure given in 
the First Agricultural Labour En¬ 
quiry Report. Actually the earning 
si^e of the agricultural labour 
household reported in the Second 
ALE was 2.0. Perhaps Dey and 
Maitra included helpers who, stric¬ 
tly speaking, should not be consider¬ 
ed earners, 

. In the estimation of rent by Dey 
and Maitra, if 15 per cent of out¬ 
put comes to Rs ^3.7 crores, the 
total value of agricultural output 
should'be Rs 6,560 crores in 1956- 
57. In this case the income from 
agriculture of Rs 4,191.05 as given 

by them is a gross nnder-estimate. 

' Dey and Maitra have not made 
an independent estimate of the in¬ 
terest on cultivators’ borrowings but 
have taken the figures estimated by 
A K Chatterjee. Here it should be 
noted that the supply of cooperative 
credit to Cultivators has b^n in¬ 
creasing and as such the percentage 


of cooperative credit in the. faatUl 
borrowings has been very likely 
rising. Thus the aasumpUon fhat 
the percent^ of loans outatanding 
from coopemtive societies Is 4 per 
cent of the total borrowings by oiH- 
tivators is an uoder-astimate. 

Finally, the earlier stutiiei, as 
also that of Dey and Maitra, have 
omitted the question of paymante .to 
the Government in the form of land 
revenue and agriculturai income tax, 

Metho d ol o g y 

The method of estimating Ute 
components of income from agricul¬ 
ture followed in this pap«r is a« 
follows: 

Payments to agricultural labour¬ 
ers for agricultural operadons-, Thd 
income of adult male agricultural 
labourers from agricultural opera¬ 
tions was used since the statistics 
of agricultural labourers according 
to males, females and children 
were not available from the 1961 
Census. Mtd-year agricultural labour 
population has been e^mated by 
calculating the proportion of agri- 
culturaT labopr population on the 
basis of 1951 and 1961 raid-yeai: 
populations. Having obtained the 
agricultural labour “population, agri¬ 
cultural labour households have 
been calculated from the first and 
second Agricultural Labour Enquiry 
report?. On the basis of the siae ol 
the household, average income of 
each household from agricultural 
operaticms in the, two reports has 
b«^ taken to estimate the income of 
agricultural labour from agricul¬ 
tural operarions. 

Reru : Rent on land has been 
arrived at by assuming that 15 per 
cent of the total farm produce is 

^735 
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K'-S s ^Vaspm ok' tbs llili and l' 2 tli 
Sitf^m to % e^rKcr atady 
^ ^'}' Patel, total rent ia luiMf; and 
«(W^ k.atrJr^, ^ by this iitilinwt 
,l^ij»qach. ,' 

‘ ititerett; ,'nus interest' paid On 
boitdwings has also 
beew estiiaated io4ir«0ily:i The put- 
atakdin^ loam ^own by State and 
(Wtral ooopera^tvej banks and cen- 
.tral land banks, primary 

agricultural spcieb'es »nd primary 
Japd‘ mortgage banks have been 
studied. Sixty per ceiit of the loans 
advanced by; cooperative , banks, 
Stole. ‘ co-operative ^banks, central 
land mortgage banks, pcimary agri¬ 
cultural credit societies and primary 
land mortgage banks are for agri¬ 
cultural operations. The total of 
outstanding iosms to agricuituristct 
is assiifned to be 4 per cenrof the 
total amount borrowed by culliVators 
in .1953-54, 5 per cent in 1 1956.5? 
and 6 per cent ip 19S9-M. These 
perceiitages have been arrived at on 
the .aa.sumption that the cooperative 
societies’ supplies of credit in rela.- 
tion to those of other agencies have 
been steadily increasing. In spite 
of this, cultivators had to depend 


’llmd%&;4fe'4i-«8t -umraWiiMHlble. 
'ito akw'toe.'a.'t^',. Ji^r <!««• rate -of 
lintcireM duvMigh«ui>t&!» period. 

Taxea: 'Among the (^Iributjve 
eoiap(mcbt|s -taxes realised by tlie 
•Govmronent as land revenue and 
agricultural income lax are to be 
-^estimated from Stale budgets, This 
shire has been omitted in the 
earlier studies. 

Income of the cuitivotors : What 
remains after deducting the reapec. 
live amounto under various dwtri- 
butivo shares from the net value of 
agricultural output constitutes the 
Income of culrivators. , 

Fail in Lahour't Share 

We may now study the relative 
changes ,in the di*lnbutk>n of in¬ 
come from agriculture proper, 
‘which forms a considerable propor- 
tion of tlie total income, from 
1951-52 to 1960-61.* When tlie net 
income from agriculture increased 
by per cent between 1951-52 
and 1960-61 from Rs 4.270 crores 
to Rs 5,990 crores, its share of total 
national income- has gone down 
slightly from 42-8 per cent to 42 3 
per cent. Of the increase in natio¬ 
nal income during this period, the 
agricultural sector nccounted for 41 
pey cent. 


. r'-f; 


'dkbs^,’)Wga‘ ’ “■■labour ■ 

operaticuM has ’gone, dd win from 9,9^ 
per cent to 9; 15'per cent of total 
income from dgricullure, a^; shoiyn 
ifi the table. This was partly due 
to agriculture labUUr deriving im 
(pmes from nomagrrculthral opera? 
t’kms. To what extent this 
map be due to a fall in agricultural 
wages cannot be gauged from the 
presenr data. Tiie prttportioaate 
share of agricultural ■ labourers in 
t|» increase in agricultural inCoipc 
which amounted to Rs 1,720 crores 
(hiring, die dei'Acle comes to 7.2 jjet 
(;;ent. This shows the relative dete¬ 
rioration m the position of agricul- 
turaf labourers, especially when it - 
is recalled Umt Uieij propbrtlop in 
the agricultural population haa iO- 
creased. 

InlerMl Income Doubled 

Interest paid by agriculturists has 
more th^n doubled from 4.7 par 
cent of total income from agricul¬ 
ture to 10 3 per cent. This is partly 
due to tlie continuing heavy depen¬ 
dence of agriculturists ou credit 
from non-cooperative sources.® Along 
with tbe ' increase in production, 
agricultural debt has also increa^ 
which indicates that the - cultivator 
remains saddled with this traditional, 


Distributive Sheres in Aarieidlural Jm-ome of Indie, 10S1.52 to 1060-61 

(Rs in crofpi) 
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1951.52 

1952-53 

1953.54 

1954-55 

1955-56 

1956-57 

1957J58 

19584)9 

1969.60 

196031 

Payments to agrl- 











cultural labourers 










for agricultural 











openitlt^ns 

423.69 

433.89 

444.79 

457.65 

470.3V 

486.43 

499.22 

515.44 

631.47 

548 00 


(9.9S) 

(l(b66) 

(9.78) 

(12.86) 

(12.76) 

(19.81) 

(11.19) 

(646) 

(930) 

(915) 

Rent, 

683 28 

627 30 

728 01 

486.31 

503.43 

719.07 

646 53 

848.08 

628.80 

942.18 


(16.00>| 

(IS.41) 

(16.98) 

(18.67) 

(13.64) 

(1624) 

(14.50) 

(15.62) 

(15.29) 

(18 78) 

Interest 

20L06 

203.73 

207.00 

219.42 

246.46 

287.13 

367.81 

426.48 

527 88 

816 71 


(4.71) 

(Ml) 

<4JJ8) 

(6.18) 

(666) 

(606) 

(8.24) 

(736) 

(674) 

(10.80) 

Taxes 

54 35 

62 01 

72.96 

77.77 

86.34 

90 92 

95 80 

100.40 

104.44 

10728 


(1.27) 

(1.62)' 

(l.«0) 

(2 19) 

<2.S8) 

(1.92) 

(2.15) 

(l-M) 

(1.98) 

(1 79) 

Cultlvi|tor'« 


» 

' 



' 





Income 

2607 62 

2743.07 

3117,25 

2309.85 

23^.40 

8136.45 

2850.64 

3530.51 

3427.41 

3776.83 


(68.06) 

(67.40) 

(68.21) 

(65.07) 

(94.60) 

(66.45) 

<68.92). 

(6619) 

(6834) 

(68.08) 

Totaf Income 











from agrlcul- 











ture proper 

4270.00 

4070.00 

4570.00 

3800 00 

3690 00 

4730.00 

4460.00 

5430.00 

5420.00 

5090.00 


(160.00) 

(100.00) 

(10Q.0O) 

(100,90) 

(100.00) 

(16600) 

(160.00) 

(100.00) 

(100.00) 

(100.001 

ifationat Income 

6970 00 

982000 

10480.00 

9610.00 

9980.00 11310.00 11390 00 12600.00 12950.00 14160 00 

Total agrioultnrai 

’ 










lAcoma aa par 

- 
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cent of total' 

* 






' 




' national Income 48.SS 

41.46 

48.61 

86.94 

•8697 

41.78 

89.15 

48,09 

41.65 

4290 



124.51 

(?;*») 
2S8.(|0 
<15.M> 
41S.S6 
(84,M; 
52. 
(K.«0) 


41,05 


Now. Figures in paranthescs are shares of the factors as per cent of total income from agnculture. 
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.' IjMjr^’.', i25 jx!!. cent ,of'''|be' 

htcretuie ih value of production Jus 
gpnC Ofi interest on debt 

In contraal to the interest recipi¬ 
ents’ share, the rental share luis 
roughly maintained itself at about 
16 per cent. In absolute terms it 
forms a considerable amount, i e, 
Rs 683 tTores in 1951-52 and Ils 
942 crores in 1960-61. About 15 
per cent of the increase in income 
from agriculture has been paid as 
, rent on land From this the weak¬ 
nesses of the land lenuie legislation 
and its implementation so far should 
become evident. 

The share of the Government as 
measured by land revenue payments 
in the total value of agricultural 
production ha.s shown an increase 
from 1.3 per cent in 1951-52 to 1.8 
per cent ip 1960-61. The proportio¬ 
nate ahare in the incremental agri¬ 
cultural income was 3 1 per eent. 

r.ultivnlora Receive Ia-R« 

Cultivators’ income, which is a 
residual aftei deducting the above 
distributional shares from the total 
value of the agricultural production, 
has shown a decline from 68.1 per 
cent ill 1951-52 to 63.0 pei cent in 
1960-61 In alisolute terms the 
share has increased, hut the propor¬ 
tionate shaie of the inciemental in¬ 
come during this period wa* only 
51 per ceiii. In olhci woid.s, oul 
of a 41 per cent increase m national 
income Iiom agriculture, during 
1951-.52 and 1960-61. little more 
than the income has gone as culti¬ 
vators’ income 

Clearly, the gains of rent and 
interest recijuents have been (oiisi- 
deiabie and they have been at the 
expense of eullivatois and agricul¬ 
tural labourers. Tlie licnelils of in¬ 
creased production have also not 
accrued to the Government in the 
form of additional revenue. Thus 
it appears that during the period 
under consideration the measures 
initiated to increase agricultural 
production have had the effect of 
improving the position of rent and 
interest recipients relative to that 
of cultivators and agricultural 
labourers. If in the process of eco¬ 
nomic development the shares ae,cru- 
ing to cultivators and labourers are 
deemed as an essential income lever 
to raise production and productivity, 
Uien the chungct winch emerge from 
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immediate atteidiOii. 
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Directorate of Economics and 
Statubca. Miniitiy of Food and 
Agriculture 

I' The distribution has been delineated 
in terms of four categoric* which 
represent main economic Mtiviti«. 
As such, each segment, though it 
represents income arising in the 
main from that activity, will in¬ 
clude more than one activity. 

“ This heavy dependence ora outside 
private agencies for credit require¬ 
ments IS evident even if it is as¬ 
sumed that more than 12 per Cent 
of the total credit is currently being 
supplied by the cooperative societies. 
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Comments 
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1 P Mjhawsn 

S K. Econ¬ 

omic Weekly, August 10, 
1963) lo my comm«“W9 on his arti¬ 
cle ‘Unemployment and Economic 
Development’ speaks volumes for 
hk ability to tear sentences from 
their conteitt and to use them to 
his advantage. Note his subtle at¬ 
tempt to mislead the reader by put¬ 
ting together my two sentences ‘‘in¬ 
creased employment opportunities 
must follow in the wake of econo¬ 
mic progress” and ‘‘r^id develop¬ 
ment may come in conflict with 
increased employment”. This is 
likely to mislead a reader who does 
not know the contejct in which they 
were written. Putting the two sen¬ 
tences together, Nath asks, “What 
does the rapid development consist 
of ?” 

For me (unlike lum) the mea¬ 
suring rod of economic development 
IS not only ‘the millions of men 
employed’ but also the ‘output' pro¬ 
duced. At times the increase in 
output may be. at the expense of 
employment, Nath believes that 
‘full employment’ should be the 
sole objective of economic develop¬ 
ment. Those who do not see eye 
to eye with him on this point are 
accused of being callous as they do 
not realise the urgency of the solu¬ 
tion of the baffling and growing 
problem of unemployment He 
charges me of being “too satisfied 
about the employment situation to 
consider full employment a.s the 
most necessary part of anv set of 
aim of economic planning” (italies 
mine). This is a gross misrepresen¬ 
tation of my views. He can rest 
assured that I am as much, if not 
more, concerned about the ‘unem¬ 
ployment of teeming millions in 
India’ as he is. But despite that 
(and despite his reply! I consider 
full employment as only one of the 
important objectives of planning. 

Over-Emphasis on Numbers 

Full employment should not and 
cannot be the sole and overriding 
objective of economic development. 


In fact as Reddaway* points out, 
unemployment is not a very mean¬ 
ingful fioneept in the context of the 
Indian economy. Hie phrase ‘Un¬ 
employment and Underemployment’ 
perhaps better describes the state 
of affairs in India. Nath is so 
toiK'crncd and distressed about the 
‘number’ aspect that, 1 am afraid, 
he, ignores the ‘productivity’ aspect. 
He feverishly coupts thi- cmploy- 
rnent openings without caring to 
find out tlioir productivity' or real 
income generating capacity. Indeed 
if his suggestions are accepted 
(leaving aside the question of their 
feasibility) it will in most cases 
convert ‘visible unemployment' into 
‘invisible unemployment’. Reddaway 
(tAid, page 24) very aptly remarks, 
“Trying to measure this problem 
(of unemployment) or assess pm- 
gre.ss in curing it (this is exactly 
Nath’s stand point) by counting the 
unemployed seems about as useful 
as assessing progress in the nutrition 
field by counting the number of 
people who ate nothing at all on a 
certain day. It may give one some 
clue about the progress but it ignores 
the greater part of the problem" 
(words within brackets mine). 

Then again Nath thinks that my 
quoting of statisics to prove that 
unemployment is a colossal nroblem 
means that I subscribe to the view 
“that nothing more can be done 
about the problem” (italics mine). 
Nath could not have misunderstood 
me more I quoted the stalistiis to 
caution that one should not take an 
idealistic attitude towards a problem 
as ticklish and as baffling as that 
of unemployment Realism is called 
for. Natli feels offended at my 
attempt to question his unrealistic 
assumptions and wishes to inform 
me that this is a ‘logical attitude’ 
but ‘not very helpful attitude’ Proh- 
ablv Nath will brand my attitude 
‘helpful’ if I join him in making 
unrealistic assumptions ami vigor¬ 
ously .support his prepostrous thesis 
that full emnlovnient In India ran 
be achieved in just two years. 

• W B Reddawsv, “The Development 
nf the tridian Economy”, George Al¬ 
len & Urwin, London, 19G2. 
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S ShfifiuckHn 

I HAD read with interest S K 
Nath’s first article (The Eco¬ 
nomic Weekly, May 4, 1963). I 
was lather surprised at his enttoiain 
of the present employment poliqv of 
of the planners, that eolutiotn of 
unemployment has not been given 
due priority and the vague sugges¬ 
tions he made to solve the problem. 

In the second paragraph of hk arti¬ 
cle Nath states, “.. employment for 
everybody within the next two yean* 
with an income at least adequate 
for the basic necessities (at cont¬ 
rolled or subsidised pnee) should 
have been given lop priority a long 
time ago and should be given first 
priority at least now.” In this con¬ 
nection it may be pointed out that 
our planners have been seised of 
the magnitude of the unemploy¬ 
ment problem from the very higin- 
ning Even in the First Plan, which 
was mainly concerned with correct¬ 
ing the imbalances generated in the 
Kxinomy due to the war and parti¬ 
tion, it was realised that in view of 
the vast volume of unemployment 
it Was necessary lo have immediately 
some special programme to mitigate 
this problem side by side with the 
reconstruction and development pro¬ 
gramme and a 12-point scheme was 
drawn up chiefly to provide maxi¬ 
mum possible emplovmenl to people. 
In the Second a'nd Third Five Year 
Plans, employment has been includ¬ 
ed as one of the frincipa! aims of 
our efforts. Tlie Second Plan also 
conceived of special schemes to be 
undertaken to provide relief to the 
educated unemployed. Similarly, the 
Third Plan, which in many ways 
continues the employment policy 
adopted in the Second Plan, has 
recommended that wherever in the 
execution of construction works 
more labour intensive techniques 
can be adopted without jeopardising 
production, such techniques must be 
given preference over capita) inten¬ 
sive ones All this leaves no room 
for doubt reearding the sincerity 
with which efforts are bwng made 
to create maximum employment 
opportunities. 
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NaiH ft ^uggestMn tliat vithih 
«e«t' two yarg «t>erybody miMt 
get cmployroent at a minirtiwro }ev«i 
^ W{^!os. represents an admirable 
Ideal but it is not a prartiral pro- 
position t^bcn viewed in the context 
pf our limited resourees A penna* 
mnt ftolution of the unemployment 
probletp ' ran be achieved only 
through large scale investment in 
basic industries and ereatioh oi 
a^isets and overheads in the eronomy 
and these hy theii very nature take 
a long time to yield results in terms 
of production and employment. Docs 
Nath really feel that unemployment 
ran lie rradicated in just two years? 
(f so. he iriust presc'nt a concrete 
plan Things are always ea.sirr said 


vi??ww!8'fwvwih'i, 

Jiy'W,®irrv^w't ■«' '■.sci'. t'wk 

MHmel . to mm 
eehpols, factoriea’awd tooepitelfc 
giiitc pifcoper. bvi$4i^ ,aod p<fblp- 
mont. Do our limited resources 
allow US to obtain these either in¬ 
ternal ly or from' aWogd ? Nath has 
not paid enough attention to this 
aspect of the problem. Even if it 
were not difficult to-import requisite 
equipment, know-how, etc, frbm 
abroad, it would be wiser to build 
up our own assrts and basic indust- 






'“de^Td^^feitt • 'km 

'halanoo'Wwmm the - o^eclifespB/tJ^ 

maitiniuni enq^yment .and iiiMd' 

itium prodpet^ 

idiort rui) the impact oh employ- 

pient of such a pmiry way'»«? be 

quite sizeable, yet ih 

period 'this apprbacK alone tiS^rs a 

reliable solution to o4r "lip^ploy; 

went profoiem. . ^ 


. ■ than done. 

Summing up his approach to the 
problem, ' Nath goes on to say, 
"...The aim is to give jobs to all 
those who are unemployed whether 
m towns or in villages. The imme¬ 
diate aim lb nut to abolish seasonal 
unemployment of the agriculturists 
witii tarm holdings which are nut 
■" extremely small but the unemploy¬ 
ment of landless labourers in rural 
areas and of all sorts of workers 
, (scliool or college educated or 
otherwise) in the cities”. Of the 
two categories, Nath suggests that 
>' the former lan be employed on 

‘‘such jobs as construction of 
"H simple but well designed mud- 

hou.sea, simple furniture, road“ 

'1 wells, tanks, canals, srhool buildings 
and so On” and “sanctioning of 
;. such works should coiilinue so long 
as there are people willing to work 
- ' at the wages offered ” Siinilaily, for 

i'’,' the educated unemployed people, 

'he offers the suggestion that they 
’ can' be provided with employment 

as teachers, nurses, family planning 
, ' ' propagandists and al,so as managers 
and supervisors, etc, in factories by 
W'orking multi-shifts. 
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With all regard for Nath's noble 
zentimenta, it ,must be said that he 
' has not attempted to say soowtiiing 
which is not already well known 
and being donnt . There is a deartli 
of trained teabhers, engineers, dot- 
( - tars, craftsmen and nurses to meet 
even the existing requirements; thus 
V before more schools, factories or 
' hospitals can he opened there must 
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teen yearn ago,, that a 4i»idfh3l'has' 'eyef fceforp, untess urgent mm) utle-^ 
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l?eeo.'liasijed.-' It,may be recalled 



<5entletBeB, . i ; ' 

. . M glyen toe 4auch pleasare, to 
'welcotnt! you to the Annual General, 
Meetittg' and t,o present to you the 
Bsdance -^eet and > the A^ntial Ac- 
ebupts, together with your Directors’ 
Repbrt, for the ended Slst 

Deoeniber, 1962. These have been in 
yonr hatids {or ^otne time now and, 
vntn your permisslun, we may take • 
them as read. 

Disarpoifitiiic Fiaaticial Results ' 

- You wQuld have found that the 
Accounts for the year 1962 reveal, 
once more, and for the fourth year 
• ' in ai^eoeesion, an extremely [ioor and 
disappointing financial result of the 
.working of the Company. Tlte Ac¬ 
counts under, review show, a net losh 
of Rs 59,636, after providing fpr 
taxation at Rs 52,507, If the income 
of Rs 1,32,707, which was derived 
from the investments of the Gim- 
pany,.is excluded, the net financial 
result of the main opetatipns of the 
Company, namely, production and 
■ distribution of gas, would show a 
loss of Rs 1,92,343. To arrive at a 
’correct assessment of iht financial 
. result of the Company’s working in 
1962, however, it is necessary to ex¬ 
clude a further sura of Rs 1,36,200, 
being the proceeds of bills for the 
consumption of gas by the domestic 
consumers in the earlier years, of 
which the booking had fallen into 
arrears due to the altered sptem of 
, meter reading introduced in . 1959 
and wbidi were actually booked and 
realised only in 1062- On this basis. 


per cent' subject to tax, i e, 3-5 
cent net and that, even in paying 
the paltry dividend of-3,5 pbr cent 
net for 196b, the Directors had to 
draw upon the General Reserves of 
the, Company. In your Directors’ 
Reports ..for' the preceding thr^ 
years, it was explmned in detail 
how a tontirtuous dcterioxatio.n in ’ 
■the financial condition of the Com¬ 
pany had been lirought about by 
progressively increasing coats of 
coal, railway freight, taxes, wages 
and amenities for labour, etc. There 
was a further rise in the main items 
of cost during the year under review 
and the result was, as shown by the 
Accounts, a further serious worsen^ 
mg of the financial ppskron of the 
Company to the point of a crisis. 

Heavr Increases tn Costs 

A clear idea of the rapidly in¬ 
creasing costs of manufacturing and 
distribution of gas will be given by 
the fofiowing figures ' 


quate relief is.offejted to thf Com¬ 
pany through a substantial rise in 
,the price of gas.’ 

■ iJnsatisfaetciry . Cpal ' Supplies sl9l 
Continue ‘ 

’ In my address at the l^utt General 
Meeting, I informed the stockholder 
how the present aystem of loadirig 
coal in box wagons had been caus¬ 
ing serious losses to the Company 
both financially and operationally. 
As‘the shortcomings, of the Byst<»m ' 
still cdntinue. to anect the Companjp , 
adversely, 1 should like to comment, " 
once again, upon this important / 
mattet. As the stockholders are no 
doubt aware, a box wagba baa a 
capacity of 55 tqnneg as against a 
capacity of ^2" tonnes of the four-* 
wheeler wagon in - which coal, was • 
loaded preylopsly. Moreover, to re¬ 
duce jmarshallii^ itime, iot . the last 
two years, Ihe Railways have adop¬ 
ted the syrstejn of Rake laiadings. A' 
Rake cdnsisls. of 45 (four-wheelet) 
wagons on South Eastern Railwfy 
and 70. (four-wheeler) wagons - 
on Eassem Railway. Thofe- ' 

the South' 


lore, 18 box 


Price of -coal (per ton) 

Total cost Of coal used 
Wages bill 
Amenities for faboor 

It would be noted that the above 
three items alone caused an increase 
in expenditure by as much as Rs 
27,24,401. or nearly 40 per cent. In 
the last few monriis of the current 
year (ie, 1963), tire increases in the 
cost of coal, freight. Emergency 
Risks Insurance premium (Rs 
1,74,452), cost of electricity, etc, 

the protluclion and sale of gas by, totalled up to, aTOroximately, Rs 
r . . - -r.lne 


• 1957 
(Rs) 
4».12 
43,14,132 
22,26,923 
4,03,634 


wagons on 

1962 ' . 

. (Rb) 
60.36 

63,18,424 ■ 
27,77,468 
5,73,198 


'Increase. 

t%) ’ 
25.44 
.4^.46 
, 24.72, 
42.01 


the Company during 1962 aptually 
resulted in a loss of no le^ than Ra 
3,28,543. On acfcount of this mark¬ 
edly unfavourable financial outcome 
of 'the Company’s working, i your 
pirectors' regret' v6^ much to say 
that they were not in a position to 
irfecommend the papnent of any divi- 
. dend lo the atodcholders for me 
year 1962. This is the '^first timer 
since t^ Company was taken ovef 
by the present •mdnagement seven- 


'Su " '1,' ' 
.111 >- 


4,44,000 per year. The effect of this 
further heavy increase in cost in ,the 
current year is to aggravate the fi¬ 
nancial poffltion of the Company 
still, further day by day. And since 
tluee Quarters of the year have al¬ 
ready passed by witbout any finan¬ 
cial relief having been granted 
through a pike increase, it is to be 
feared'diat the financim result of 
thq Conmany’s working for the cur¬ 
rent year would be far worsO than 


Eastern Railway and 28 box -wagons ' 
on the Eastern Railway constitute a 
rake. As there are very inadequate 
numbers' of heavy weigh-bridges 
with siding accommodation, at inr 
portant stations, short loading of 
coal cannot be checked most often. 
For this reason, the Company not 
unoften receives a shorter supply of 
coal than it has paid for. Secondly, 
as it is difficult for the collieries to 
load a rake of box wagons'with good 
quality coal within the demurrage- 
free tune of 5 hours, there is often 
a tendency to load inferior coal 
along with good codl. In consequ¬ 
ence, theJ Company receives consi^ 
dcrable quantltie.S of low-quality cOal, 
although It has to pay for good qua¬ 
lity coal. This is a further source 
of loss to the Company. Thirdly, the. 
free time allowed lot loading anfd 
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' f.' 


udoading ol coal was reduced from 
12 hours to 9 hours then to 6 hours, 
and thereafter to 5 hourts, in the case 
of four-whcelcr wagons. Now, al¬ 
though the carrying capacity of a 
Imx wagon is 2^ times that of a 
four-wheeler, the free lime allowed 
remains the same 5 hours, instead 
of being incrcaned pro-rala to 12-4 
liours Like many other coal users, 
oiir Company's unloading arrange- 
menl.s and sulings are related to 
four-wheelers and not to box wa¬ 
gons, and, con.sequently, the Com¬ 
pany IS not able to unload the coal 
supplies within the demurrage-free 
lime and. therefore, has to incur 
heavy demurrage charges. We would 
request the railway authorities to re¬ 
view the ]jo8ition and suitalily ex¬ 
tend the flee time for unloading of 
eoal and thereby save the coal users 
Irorii unfair demuiiage charges. 

Ghn Advisor}' Committee 
As a result of our representation.s 
regarding the serious deteriora¬ 
tion of the financial position of the 
(iompany, the Government of Maha- 
ra.shtra was pleased to appoint a 
new Gas Advisory Committee on the 
Kith February, 196.^. In response to 
the Committee’s request to furnish it 
with relevant information and co.st 
data bearing on the case for an in¬ 
crease in the pi ice of gas, the Com¬ 
pany submitted a detailed Memoran¬ 
dum. including carefully worked-out 
cost estimates and other important 
information, on the 16th March, 
J903. Detailed information on seve¬ 
ral aspects of the Company’s opera¬ 
tion was called for and furnished 
The Company stated that, since 
the take-over by the new manage¬ 
ment, it had expanded the sale of 
gas by over 60 per cent and increa¬ 
sed the number of gas connections 

from 14,831 to 18,261. It was ex¬ 
plained that, if the per capita con¬ 
sumption of gas had remained at the 
level of 1946, the increased gas sup¬ 
ply would have been sufRcient to 
enable the Company to give as many 
as 9,000 new gas connections within 
the period. However, due to a sub¬ 
stantial increase in gas consumption 
per consumer, the number of new 
gas connections had to be limited 
to a little over 3,400 The Company 
also claimed that the quality of the 
service provided by it compared fa¬ 
vourably with that of the most high¬ 
ly reputed public utility companies, 
such as the leading eleclrii- supply 
companies of the country. 


Incrcue* lor BmIc CSoimuodi- 
iIm «itid ServleM 

Ever since price control -for essen¬ 
tial commodities and services was 
instituted, the Covenunent and other 
price-fixiiig authorities have sanc¬ 
tioned repeated and substantial price 
increases to meet cost increases ei¬ 
ther as a result of ad hoc inquiries 
or under an Escalator Clause. Thus, 
successive price increases during ail 
these years have been granted in res¬ 
pect of basic commodities, such as 
iron and steel, cement, coal, etc, and 
basic services, such as electricity, 
telephones and postal rates, rail 
fares and freights, coastal freights, 
air fares, B.E.S.T. bus fares. Indeed, 
it is now an established principle of 
price fixation in India, in respect of 
controlled commodities and services, 
that increases in the costs of basic 
factors, such as coal, wages, electri¬ 
city, rail freights, rates and taxes, 
Emergency Risks Insurance premi¬ 
um, etc, should be covered by ad¬ 
equate price increases. It is also an 
established principle that controlled 
prices should provide for suflicienl 
return on capital so as to permit the 
distribution of dividends at prevail¬ 
ing rates for comparable industries 
and also a sufRcient margin for re¬ 
serves, to be ploughed back into the 
industry by way of rehabilitation and 
expansion. These principles have 
been followed in India over manv 
years in the cases of practically all 
controlled commodities and services. 
Incidentally, these are also the prin¬ 
ciples that are followed by price¬ 
fixing authorities in other advanced 
industrial countries of the world. 
Case for an Inrrrase in Gas Prire 
But, unlike other important con¬ 
cerns producing basic commodities 
or services and receiving the benefit 
of price increases to meet cost in¬ 
creases, time and again, the Bombay 
Gas Company had the unenviable 
distinction of providing a unique in¬ 
stance in the country’s post-war 
economic history, of the price of its 
service having been pegged down to 
a figure which was slightly lower 
than that of 1926, even though the 
costs had indisputably increased by 
a substantial margin within the 
jjeriod. In the Memorandum sub¬ 
mitted to the Gas Advisory Commit¬ 
tee, the Company has suggested that, 
in determining a fair price for gas, 
the following factors should be taken 
into account ; (a) Actual coats of 
production and distribution of gas; 
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(h) pMyision for rootoat^h itv 

provement in aalaries aud wages 
(c) provision for annual bonus; (d 
provision for gratuity; (e) provisioi 
for contingency with an Escalato 
Clause to taEe care of unforesee 
cost (dements arising out of dyna 
mic changes in Bie e,conomy; {f 
provision for rehabilitation; ani 
(g) adequate return on capital so a 
to provide for reasonable dividend 
to the stockholders and suitable al 
location to reserves. In this connec 
tion, the Company invited the Com 
mittce’s attention to the currentl' 
prevailing rates of overall return oi 
the invested capital earned by som 
of the leading public utility compri 
rues and certain other high-rankin, 
industrial concerns of the country. 


Company's Expansion Programm 

The Company’s request for a 
adequate revision of the price o 
gas, though fully justifiable on th 
ground of cost increases, was, how 
ever, linked up with a definiu 
offer by the Company to undertak 
a substantial expansion programm> 
designed to enable the Company li 
give 15,000 to 20,000 new gas con 
nections over a period of three year« 
at an estimated rapital outlay o 
some Rs 150 lakhs. 


Possible Saving in Foreiitn Exelianai 

The Company pointed out that 
apart from its importance in thi 
context of the country’s determina 
tion to step up industrial and de 
fence production, the proposed eX' 
pansion of gas supplies could resul 
in a saving of the country's mud 
loo precious foreign exchange re 
sources to the tune of some Rs 46.4f 
lakhs by reason of the resulting re 
duction in the consumption of im¬ 
ported kerosene fof heating am 
lighting purposes. 

HifE Price of Substitutes 

There was one more importani 
and interesting factor which wa- 
brought to the Committee’s notice. 
Over the last few years, two of the 
leading oil companies had placed 
on the market a close substitute foi 
piped town’s gas, viz, Liquid Petrol¬ 
eum Gas (L P G), or, as it is popu 
larly called, bottled gas. The cur¬ 
rent -selling price for this L P C, in 
terms of British thermal units, wat 
almost four times as high as the 
present rigidly-controlled price ol 
town’s gas in Bombay. It is note 
worthy that, even at this price, there 



wer« i«ported[ to be no fe«i*er dian 
45,000 consumei-s of L P O in the 
city of fiomhoy itself. It yeae also 
rqwrted that a far larger number 
of potential consumers in the Bom¬ 
bay city and elsewhere were eager 
to obtain supplies of L P G for their 
use, even at that high price. In view 
of the fact that, in spite of its ap¬ 
preciably higher price, there was 
extensive demand for L P G in 
Bombay and other places, the Com¬ 
pany strongly suggested that the 
Bombay public was certain to wel¬ 
come a substantia] increase in the 
availability of town’s gas even 
though it would entail a moderate 
rise in the gas bill on account of 
heavy increases in the main ele¬ 
ments of cost, such as coal, railway 
freight, taxes, wages and amenities 
for labour. 

We trust that the Gas Advisory 
Committee would be considering the 
entire ques'.ion of price revision in 
the larger [icrspective and would 
recommend an adequate price for 
gas which would enable the Com¬ 
pany to continue to give and extend 
its good service to the city of 
Bombay, especially in the context 
of the current situation and fore¬ 
seeable future developments in the 
country. In this connection, we 
may note the rapid strides which 
the gas industry has been making 
in western countries. It may be 
pointed out that in London there 
]S one gas nielei for every five per¬ 
sons, whereas in Bombay there is 
at present one gas meter for every 
225 jiersons of the population. 
Recently, a tripartite agreement was 
signed for the joint sponsorship of 
a new company formed to extend 
the nctwoik of gas transmission and 
distribution system in Pakistan. 
If the Bombay Gas Company is 
given an adequate price rise, as it 
has every hope that it will be, it is 
the Company’s determination to go 
ahead with installation of more and 
more gas connections in the City, 
cithei to private consumers or to 
such industries as may be specified 
by tbe Government, and the Govern¬ 
ment of Maharashtra would be in 
a position to demonstrate that, in 
the matter of amenities, Bombay, 
which is perhaps the most progres¬ 
sive ciy in the country from every 
point of view, is not lagging behind 
in this mater of the availability of 
gas, which is the cheapest fuel on 
tap. As mentioned earlier, we have 


jih«ady given an assurance to the 
Government that about 15000 to 
20000 new gas connectione would 
become possible to be given on an 
adequate price rise being granted, 
and it will be the endeavour of the 
Company to fulfil this programme 
even ahead of schedule. At present 
there are only two cities in Indie, 
Calcutta and Bombay, supplying 
town’s gas. The result of an exten¬ 
sion of the network of distribution 
which the Company will be able to 
undertake on being granted a price 
rise would be that the city of Bom¬ 
bay, which is the Commercial Me¬ 
tropolis of India, would have taken 
one more step in the matter of 
providing amenities and comforts 
to the citizens of the enlightened 
State of Maharashtra, which are 
the hall-mark of every progressive 
city in the world today. 

Plant and Etfaipment 

Vou will be glad to know that 
the New Elevated Purifier Box, 
which, as I informed you on the last 
occasion, was under construclion, 
had been in commission since 3()th 
December, 1962. On page 13 of the 
printed Accounts (Statement 2A), 
you will find that about Rs 15 lakhs 
worth of Plant Machinery and Equ¬ 
ipments had been newly added lo 
the Capital Block. 

Maharashtra State 

THE progless of the Maharashtra 

State Co-operative Rank during 
the year ended June .30, 1963 was 
quite satisfactory from pr 2 ictically 
every point of view. Tlie paid iqi 
capital of the Bank went up bv Rs 
72 lakh.s to Rs 456 30 lakhs. Gov¬ 
ernment contributed Rs 35 lakhs 
during the year and now holds 38 
j)er cent of the total capital Statu¬ 
tory Reserves and Othei Funds .slord 
at Rs 126.91 lakhs on June .30, 
1963 showine an increase of Rs 
21 02 lakhs Deposits increased from 
Rs 25 48 crorcs to Rs 30 13 croi'cs. 
Borrowings from Reserve Bank were 
lower by Rs 3 22 crorcs at Rs 22.26 
crorcs and this was due to liighcr 
deposit re.sources and easy money 
market conditions. Loans and ad¬ 
vances were also down by Rs 2.46 
crore.s at Rs 42.94 crores The Bank 
was able to get reimbursement 
during the year from the Reserve 
Bank against its loans to the Dis- 


Welfare Aetivilkw 

In the months of October and 
November, 1962, immediately after 
the declaration of the national em¬ 
ergency, an appeal was issued by 
the K E M Hospital Authorities foi 
blood donation. The members of the 
staff and workers made a very good 
response and donated 19,(XK) r c of 
blood. In addition, the workers and 
the members of the staff gave a con¬ 
tribution to the National Defence 
Fund to the tune of about Rs 
20,000/-. The workers and staff 
members continued to take, advan¬ 
tage of the facilities provided by the 
Company in its dis[>ensary at the 
Gas Works X-Ray and Screening 
Plant and Diathermy and Infra-Red 
Equipments in the Physiotherapy 
Section were well utilised. The an¬ 
nual medical check up of the em¬ 
ployees was conducted as usual. 

Apprerialion 

Before I conclude, I would like 
lo express our warmest appreiiation 
In the workers, the staff and officers, 
for iheir wholehearted cooperation, 
and. specially, to Shri S Chowdhary, 
your General Manager and Secre¬ 
tary, and Shn A S Rao, your Deputy 
General Manager, for their invalu¬ 
able services. 

Thank you. 

Co-operative Bank 

tricl Cential Co-operative Banks. 
Outstanding advances to lo-operative 
sugar factory were reduced by Rs 
4.27 crorcs lo Rs .3.00 t rorcs on 
June 30. 1963. 

At the Annual Genetal Meeting 
of the Bank held on September 25, 
Dr I) R Gadgil, Chairman of the 
Bank, staled that the defects in tbe 
loan procedure were being gradual¬ 
ly lemoved to make it casiei foi the 
Di'stnct Banks to provide financial 
acrommodation lo new societies and 
meniher.s The loan business of the 
Bank will .show a progressive in¬ 
crease in the future. Dr Gadgil fur¬ 
ther slated that since land develop¬ 
ment banks have now made pheno¬ 
menal progress in the State and had 
a close bearitvg on the business of 
district banks, a scheme for co¬ 
ordinating their activities as evolved 
at a conference of Central Financing 
Agencies is now being gradually 
implemented. 
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a ALUMINIli^ <XmPQ«ATi®N 
OF INDU MMITEI) 


A.tMQptt4 


Magnificent Warking .Results: lUse in Sales 

82% and'Preifits 60% v 

Expansion Proje^ in Advanced Stage 


25 Years National Service Completed: 
Silver Jubilee Bonus Slntres Declared 


Need for the Industry’s Expansion Stressed 


WHILE presiding over the 25th 
” Annual General Meeting of 
the Aluminium Corporation of 
India Ltd., held in Calcutta on 
' the 30th September ’63, Shri 
■Lakshmipat Singhania said: 

Gentlomen, 

I have I>l<^^uro in 'woUoni- 

uifi you to the 25th Atinual Gene- 
• i*aT Meetijij; of the Corporation, 
The forinatioti of the Corixiration iti 
(tctoWi, 19:t7. >«as the first concrete 
step towards the eHlablishmeiit of 
Ihih highly technical basic industry 
' by pooling B'll reSourtes available iii 
the roiinliy as no foreign technical 
■ assistance 'Worth the name was then 
available. The Corporation has 
develojjed the aluniiniuni industry 
in India in il- natural sequente of 
Operations that is froin Indian bau¬ 
xite ore to alnminium-oxid'e to alu¬ 
minium metal to finished products 
,hke sheets and circles etc. By fol¬ 
lowing this natural sequence the 
* Corporation (an claiBi that it has 
laid the fouixlation for this industry 
and created trained technical per- 
' sonpel wealth in the various .sections 
of the industry. Therefore, the his¬ 
tory of the development of the Cor- 
' poratiori during the last 25 years 
can be rightly taken as the history 

of the estabhshmeni of this basic 

industry in India. Considering the 

enormous initial difficulties the Co^ 

poration had to fate lechnlpally and 
financially the present atlahiinent 
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of the Corporation stands as an 
achievement of Indian Capital, 
Indian Ma'nagenient, Indian Labout 
and Indian Technical Skill who have 
toiled over Jong year-s with faith, 
courage and single purposeness of 
objective. 

Pioneers have ohiy the glory of 
blazing a trail with a reward of 
privations. This is also true in the 
(a.se of pioneers who while establish¬ 
ing any basic industry like alumi¬ 
nium have to face certain -dilllculties 
which the subsequent entrants into 
that Industry do not have to face. 
The patience and - perseveranre of 
the equity shareholders who had to 
wait for 19 years before they could 
get their first dividend is 'a typical 
example. 

Having received nothin^r for the 
fiisl 19 years, for tlie remaining last 
eight years the Ordinary Shaiehoid- 
eis liave received a return of 9.11' 
per cent on their original capital, 
thus making a total direct return 
till end of March 1963 of a bare 
.1.73 per cent on the original capi¬ 
tal, excluding the advantages of 
right shares and bonus shares. The 
highly capital-intensive nature of 
thi.s industry will be borne out by 
the fact that an investment of ap¬ 
proximately Rg 10,000 is required - 
for one ton metal production capa¬ 
city per year, that is about oinc-third 
in money vglue per year in Ratio of 


Capital Investment, and similarly 
from the employment point of view, 
a capital investment of Ks .30.000 
to Rs 40,000 w'lll be required per 
head of direct employment. For any 
Industrial investment of such mag¬ 
nitude a rate of return of 3 73 per 
cent is most inadequate The totaJ 
e.arnmgs of the Corporation during 
the last 25 years have been distri¬ 
buted as under :— 

.31 per cent on Raw Materials 
and Stores, 

.30.8 per cent foi F.rtiployees, 
10.2 pci cent to Government a'- 
taxes and dutioe. 

12.7 per cent for land plough- 
cil back for the industry itsell. 

5 9 per cent on Dividend, 

1 I pei ■cent to Management. 

It will thus be .seen that the shaic- 
holders of such an Industry ,arp not 
diieitly benefited to a gieat "xtent 
blit the industry bc-i iimes a national 
institution for creation and distribu¬ 
tion of wealth for the national econ¬ 
omy and it has to be viewed from 
that angle. 

.Slver Jubilee Bonus Share 
I am happy to state that in ordci 
to compensate the riiareholders loi 
their patience and restraint and in 
order to nrovide a Silver Jubdec 
gift, the Directors have decided to 
issue bonus shares to the existios 
holders of Ordinary Shares in the 
ratio of on** Bonus Share for every 



four Ordiiiary Shares held. Conseim 
from the Controller of Capital 
Issues and the Industrial Finance 
Corporation of India have been re¬ 
ceived and the necessary prelimi¬ 
naries are being finalised and the 
shareholders will hear shortly aliout 
the date of allotment. 

Here I must mention my appre¬ 
ciation of those Shareholders who 
have been holding the shares of the 
Corporation from the very inception. 
There have been ups and downs, in 
the value of the share in the mar¬ 
ket, Your shares were quoted u« 
low as Rs 3/- at one time but with 
continued good performance of the 
Corpioration the share.s are again 
being quoted, for the last few yeais, 
in the range of Rs 13 to Rs 21. 
Those of the .shareholders who hap¬ 
pened to be able to buy the shares 
at the lowest price have benefited 
to the greatest extent but those 
shareholders who have been holding 
the shares from the very inception, 
are indeed to be praised. As the 
direct total return on the Ordinary 
Shares from the inception has not 
been more than 3 73 per cent, I am 
sure this 25 per cent bonus will be 
a compensating effect, 1 may also 
mention that today the net break-up 
value of the share of the Corpora¬ 
tion works out to about Rs 36/- per 
share and the market quotation of 
the share is not always the criterion 
for the actual worth of I he shares 
in a Company. 

ProgrenM Maintninecl 

The Directors’ Report with the 
annual accounts for the year ended 
31st March, 1963, which has alieady 
been circulated to you deal.s elabo- 
lately with the various .wpeets of 
your Corporation. I will satisfy my¬ 
self by mentioning that we have 
been able to maintain our progress 
during the year. The sales have 
reached a new high being 82 pei 
cent higher and the gros.s profit ac¬ 
cordingly has increased by over 60 
per cent than last year. Hut the 
Directors had to reduce the divi¬ 
dend on the Ordinary Shares with 
a view to conserve the liquid cash 
to meet the requirements of expan 
sion programme. I hope that tins 
cut in dividend is only of a transi¬ 
tional nature. In view of the expan 
sion and increased produrlion. there 
is every reason to believe that the 
shareholders will he benefited to a 
greatei extent in the futuie. It 


might he mentioned that the coat trf 
this expanaion programme wUl be 
in the vicinity od about Rs 5 croroe 
and to finance this expansion the 
shareholders have been so far call¬ 
ed upon to contribute only Rs 31.25 
lacs in the form of fresh capital. 
The rest of the <‘«st of the project 
is being financed fay way of loan 
and deferred payments and Com¬ 
pany’s available resources. This has 
been indeed a very big task. It can 
be well realised that no new Indus¬ 
try could pay a first dividend m the 
very first year of establishment- 
However, I am quite conscious of 
the importance of servicing tne 
capital by providing a reasonable 
return to the shareholders and 1 
can assure you that the interest of 
the shareholders is of as much Pri¬ 
mary imjiorfancp to us as any other 
matter 

Expansion 

I have pleasure m informing 
you that the expansion programme 
which has been undertaken by the 
Company has reathed to the final 
stages. The new Smelter which is 
the most modern in the East has 
started functioning fom June, 1962. 
and has m a very short time readi¬ 
ed full production capacity of 
quality metal and today the produc¬ 
tion level IS higher than what was 
planned The extension of the Alu¬ 
mina Plant is likely to be in full 
operation by the end of this year 
TriaK have already started on the 
Extiusioii Plant and we hope that 
the plant will be in full operation 
within a month or two. Other plants 
of sales services of metal-like ACSK 
Cable Plant a'nd Foil Plant are 
expected to he in opeiation before 
the end of the financial year i e, 
31st March, 1964. The full benefit 

of dll these extensions and new pro- 
dufl.s will only be available to the 
Company during the next financial 
year At present I can only say that 
the Corporation is completing all 
these plants most economically and 
in the most modern manner. A 
good deal of the plants has been 
designed and fabricated in India 
and I have no hesitation in saying 
that probably we have spent the 
least amount of foreign exchange 
compared to any other plant of this 
nature in India. 

INred Tor Ihp Industry's Expansion 

The World production of Alumi¬ 
nium metal during the year 1962 


has increased by about 10 per cent 
over the year 1961, the production 
for the two years being about 
million metric tonnes and about 5 
million metric tonnes respeclivelv. 
The slackening trend of demand in 
the countries producing largest 
quantities which was ev'ident two 
year.s back has now changed and the 
demand for aluminium has increa¬ 
sed all over the World. In fact the 
world consumption of primary me¬ 
tal for 1962 has shown a rise of 13 
per cent over 1961. This is the 
highest percentage in a single year 
recorded recently. Further it is re¬ 
ported that the stocks at the end of 
the year 1962 were substantially 
lower than the stocks at the end of 
1961. This shows that the existing 
uses of this metal are increasing and 
yet new uses are also being intro¬ 
duced. 

The year 1962 has been of great 
importance in our country also. The 
production of metal has jumped 
fiotn 16,382 metric to'nnes in Calen¬ 
dar yeai 1961 to 35,313 metric 
tonnes in 1962 because of new 
plants and extensions of the existing 
plants coming into operation. Add¬ 
ing to this about 35,000 metric ton¬ 
nes of metal which were imported 
during the year (actual figures 
available only for 10 months) the 
total metal available for consump¬ 
tion in the country for the first lime 
has reached a peak figure of 70,000 
metric tonnes. This is indicative of 
the trend of consumption of metal 
in the country However, the basic 
factor remains that though we are 
in the middle of Third Five Year 
Plan period yet we are importing 
nearly fifty per cent of requirements 
of metal from abroad. According to 
the estimate of the Third Five Year 
Plan, the production in 1966 should 
be 1,17,(X)0 tons; but unfortunately 
certain Licences granted so far back 
as 1959-60 for the establishment of 
new plants have ‘not been still uti¬ 
lised and these are blocking the 
passage for others who could pro¬ 
duce more metal in the country. 
Thus there is going to be a back-log 
in production at the end of the Third 
Five Year Plan. However, as stated 
by me on last year’s same occasion, 
the estimated consumption of the 
metal at the end of the Third Five 
Year Plan may he in the vicinity of 
1,20.000 tons or even higher, if the 
industrial growth of the country is 
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ftjaintained, «it the pr«*ent , iev«f. 
V Again- there ie a possibility of oota- 
sumption of Alurainium nwul going 
furt^r high especially in view of 
the non-availability of other Non- 
ferrous raetals m the country It' is, 
therefore, essential that propei plan¬ 
ping has to be done, especially as 
the rale of return on capital for this 
. Industry is very low and capital rc- 
.quirements arc very high. In my 
opinion for the proper developmefilt 
' of this Industry a numher of plants 

■ have to l)e established in the coun- 
‘ try and situated at different sites 

wherever power is available in suffi¬ 
cient quantities. It is.not merely a 
matter of one or two particular sites 
in 'the country. As the most impor¬ 
tant raw material for the Alumini¬ 
um Industry is power and as it is 
necessary that Electro metallurgical 
industries are to be developed in 
the country, it is essential that 
power be made available from bulk 
generating station.s at least to ih- 
extent of 10 per cent of the total 
generating" capacity, at suitable 
rates. Then only the industry will 
be able to make proper progress and 
in time attain a growth to compete 
with other Aluminium producers in 
the World. 

At present due to several factors 
there is a downward tendency of 
'industrial growth and development 
which is very disturbing, for, the 
whole future of the country depends 
on this growth and if the economy 
will not grow faster than the popu¬ 
lation growth then the problems of 
unemployment, and lowering of 
Standard of living will become more 
acute and the country as a whole 
will suffer. It is hoped that the 

■ Government will soon take appro¬ 
priate action to revise the industrial 
economic growth so that industries 
can be established and expanded. 
Certain measures adopte.d by the 
Government in the past including 
taxation have to be very seriously 
reviewed, before it is loo late and 
tie tempo of industrial development 
should not be allowed to come to 
halt. 

^ Gentlemen, I have great 

pleasure in felicitating 
all the shareholders, 
workeis,,officers, Manag- 
Agents and esteemed 
’ customers of the Cor¬ 
poration who have helped the Cor¬ 
poration in iU growth to the present 
position. ' 




TODAY experifiued travellers do not cany cash; it can be' 
lost, or stolen. Wherever you go in India, carry Bank of %roda 
Travellers’ Cheques—they’re absolutely safei No one but you can 
cash fhein. And so easily too . .just sign your Travellers’ Cheques 
in the presence of the bank'official on duty. ■ Your Bank of 
Baroda Travellers’ Cheques can be cashed almost anywhere in 
India—athro' Branch'of the Bank of Baroda, the State Bank of 
India, the Bank of Rajasthan, and sOme branches of the Punjab 
National Bank. Next time you travel, carry safe, convenient ■ 
Bank of Baroda Travellers’ C.^ques—available in denominations 
of Rs2S,RsS0and R$ 100 from your local Bank pf Baroda branch. 
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Balal Street Turns Erratic 

> li • 


.D4al Street last w^ek pushed 

- ite way further dp into new 
high ground but the goings was. a 
hit tough. The market seemed to 
artcdunter rough weather at the 
high altitudes. Occasionally it was 
obliged to beat a hasty retreat in 
order to be able to launch another 
isuccessful > assault. While Dalai 
Stfeet’s determination and ability to 
scale new heights are not suspett, 
it iriight soon find it necessary to 
take a ^ood , pause and consolidate 
its position before moving on to the 
' Heat phase of it* upward journey; 
-It has a very fast run over the past 
two-and-a-half months and lU recent 
performance suggests that it has 
spent away much of its force by 
now. Making further advance is 
likely to prove an uphill task unless 
the market takes necessary rest and 
regains much of its lost vitality. 

The recent spectacular recovery in 
equity prices is due primarily to a 
significant turn in market psycholo¬ 
gy but market’s confidence can bv 
no means, he said to be misplaced 
There arc good reasons to think that 
the Government is really serious 
about toning up the capital market. 
The Government .seems even more 
determined to accelerate the pace of 
industrial and ccono;nic tempo 
through ayqiropriate changes in the 
credit and fiscal policies The new 
Finance Mini.ster has met with con 
siderable success in bringing about 
an improvement in market psycho 
logy. How far he will meet the mar 
ket’s expectations fn regard to modi¬ 
fications in the fiscal policy re¬ 
mains to be seen. Fortunately, there 
has been a considerable improve¬ 
ment in the political situation recen¬ 
tly and prosjiects of a fresh attack 
hy Ghina arc now generally, dis- 
comiled. Political uncertainly had 
been the main factor behind the pi'>- 
longted. stalemate in the mve.stment 
market; improvement in the politi¬ 
cal situation is bound to help revi 
yal of investors’ confidence. 

The, bull is again the king and it 
would be risky to mistake any set¬ 
back in the market as a sign of his 
weakening control over the market. 


Judged the amplitude and the 
duraition of the current hull phase, 
odds are in favour of an early good 
correction. How exactly the tech¬ 
nical adjustment nught come about 
■is difficult to say. It, however, bears 
repetition that the mejor trend is no 
longer in doubt. The investor can 
look forward to the future with con¬ 
fidence, especially if the Colombo 
Powers can .succ^d in bringing ab¬ 
out a peaceful settlement of the 
border, dispute between India and 
China. 

Cotton 

Prices Rise Further 

'J’HE upward trend in cotton 'futu¬ 
res gained further momentum 
la.sl week The Mdrch contract 
which had been moving up since 
21st September when it made a low 
of Rh 687 75 and could be had 
around Rs 708 early last wrek (3rd 
October) recorded a high of Rs 
7)3.75 by the week-end (0th Octo¬ 
ber). This takes it fairly close to 
the highest rate of Rs 720 touched 
on 22nd July the starting day 
for trading in the new season’s 
contract. 

The recent improvement in futu¬ 
res 18 due as much to short covering 
as to persistent bull supjiort. The 
bull who had been keeping ofl the 
market because of the large carry¬ 
over and pro!»|3ects of another gcKjd 
harvest became active when lie came 
to know that tJie Government Was 
really serious about setting up an 
agency to support the market should 
prices tend to be unduly depressed 
under yrres-siire of arrivals at the 
harvest time. The spenilator is not 
concerned with the merit of the hiif- 
fer stock St heme. That the Govern¬ 
ment should be thinking of supixirl- 
ing the niaikel when price.', are just 
half way between the ceiling and 
the floor is a sufficiently good rea.son 
for the bull to build up a position 
as the potential risk is small. 

While the Government is iirepar- 
ing to keep readv to stand by the 
cotton grower and insure him, as it 
were, against a seasonal fall result¬ 
ing from the seasonal pressure of 


'IliunHfaly, Morning 

arrivals, the trade is beginning to 
revise its optimistic forecasts a^ut 
the 1963-64 crop. Lack of .rains 
during end-September 'and early- 
October, which is regarded as a 
crucisd period- for the crop, is said 
to have adversely affected the yield 
in some of the important cotton 
growing tracts. It is felt that the 
new crop might' turn out to be 3 
lakh to 4 lakh bales less than in the 
previous season. Hpw far the revi¬ 
sed crop estimates reflect the change 
in the mood of the market is diffi¬ 
cult to say. It is perhaps still rather 
premature to make a dependable 
estimate of the crop. In any case, 
the crop movement is late by about 
three weeks. The pace of arrivals 
once the crop begins to move into 
the market freely should provide a 
reasonably good idea both in re¬ 
gard to the size and the quality of 
the crop. Meanwhile, the official 
move for creating a buffer stock 
agency has brought about a signifi¬ 
cant change in the tone of the spot 
cotton market. Spinners are begin¬ 
ning to show a more lively imerest 
in the market though business is 
limited by the scarcity of offerings. 
The quotations for new crop" cottons 
have improved by aboUt Rs 20 to 
R-, 'to per candy over the past fort¬ 
night or so. 

It is not merely the mills which 
have become a little more active. 
There ha.s alSo been a noticeable' 
improvement in overseas inquiries 
for Bengal Deshi. Japan which had 
been keeping off the market all this 
while is reported to have purchased 
.sizable quantities. Apparently, the 
continuing strength in Deshi prices 
due to .satisfactory domestic on-lake 
and downward revision of the crop 
estimate have induced the Japanese 
importers to revise their attitude. 
Now that the Japanese demand is 
beginning to revive, cxpiortcrs feel 
that jt will be possible to negotiate 
substantial business in the near fu¬ 
ture This IS encouraging. New 
De|hi will be well adviseii to allay 
trade’.s anxiety at the earlieat by 
declaring that it has no intention of 
including Bejigal Deshi in any kind 
of barter deal. 
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ConmiMiMkm «m) linp«»rt» 

Mill consumption of cotton in 
July is placed at 5.02 lakh hales 
made up of 4.4A lakh bales of 
Indian cotton and 0-54 lakh bales 
of foreign cotton. The July figure, 
the highest for the 1962-6.S sea¬ 
son — raises the total foi the first 
11 months of the season to 51.77 
lakhs compn-sing 45,48 lakh bales 
of Indian cotton and 8 29 lakh bales 
of foreign cotton The correspond¬ 
ing figures for the previous season 
were 42.94 lakh bales of Indian and 
9.07 lakh bales of foreign cotton 
making a total of 52.01 lakh bales. 
The setback in consumption — 
thoiigli very small - is intriguiiig 
in face of distinctly comfortable 
supply [wsition of cotton during the 
season excepting a few months in 
the beginning. Stocks with mills at 
the end of July comprised 16.96 
lakh bales of Indian cotton and 2 
lakh bales of foieign cotton com¬ 
pared to 12.67 lakh bales and 2 23 
lakh hales respectively at the end 
of July 1962 

The quantity of cotton licensed 
for import dining the 1962-63 sea¬ 
son totalled 624,226 bales of which 
U S cotton amounted to 227,374 
hales The i oiresponding figures 
for the previous season were 903.003 
hales and 259,982 hales Actual ai- 
rivals during 1962-63 consisted of 
399.079 bales (296,098 bales) of 
11 .S (otton, 160.245 bales (19.5.866) 
of Sudan. 128.085 hales (94,299) 
Egyptian, 68.110 bales (160,855) 
of East African. 47,799 bales 
(88,275) of Pakistan and 16,648 
bales (29,313) of others making a 
total of 819,966 bales (864,706 
bales) Figures m brackets relate to 
the previous season. Arrivals include 
quantity licensed in the preceding 
season 

Oil seed •< 

Expectant Mood 

the oilseeds market is m an ex¬ 
pedant mood. Optimism is run- 
Vung high that the (iov'crnnient w'ill 
sexm announce the substantial libe¬ 
ralisation of exiinrt incentives for all 
the vegetable oils — grou'ndnul oil. 
linseed oil, cottonseed oil and castor 
oil. The way most market men are 
talking about the revised incentive.s 
suggests that \pw Delhi has com¬ 
pletely made up its nithd on the 
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imue and that dte announcetneot is 
merely a fiwmality. Any comment 
on the revised incentives will natu¬ 
rally have to be reserved until the 
olFicial announcement has actually 
been made 

Hopes of an imminent announ<x3- 
nicnt of more liberal export incen¬ 
tives have already brought about a 
Significant change m the general 
market sentiment. Groundnut futures 
which had developed a sagging ten¬ 
dency in sympathy with the sharp 
decline in spot prices because of 
the increased flow of new crop ar¬ 
rivals have again tui'ned steadier on 
renewed bull support and anxious 
bear covering. The January contract 
which had lieim marked down from 
Rs 219.75 to Rs 216 12 was up 
again around Rs 219 at the week¬ 
end, The recent sharp fall in spot 
groundnut a'nd groundnut oil is in 
the nature of a quick readjustment 
of old and new crop prices. The 
huge piemiuni that the spot mate¬ 
rial had been en|Oying over the new 
crop hedge contracts could not bi' 
expected to he maintained when the 
'new crop Ijcgins to move into the 
market in quantity. Futures have 
held remarkably steady despite the 
recent pronounced weakness in the 
spot material A'nd if expirl busi¬ 
ness picks up appreciably with the 
anticipated increa-.e in incentives 
oilseeds futures ate unlikely to re¬ 
gister any noticeable decline which 
usually follows the seasonal pres¬ 
sure of arrivals Castor futures 
(Maich contract) inov<>d irregului- 
ly between Rs 16(5.25 and Rs 164,62 
and wound up the week virtually 
unchanged at Rs 166, Linseed March 
dhso moved erratically between Rs 
36.81 and Rs .36.31 and closed at 
Rs 36 62 against Rs 36,75 a week 
ago Cottonseed futiiies firmed ujj 
from Rs 96 to Rs 99,75 ui sympa¬ 
thy with the marked strength m 
colkm fiiUlies 

Firm 

Ai>art from the general heliel m 
higher export incentives, sentiment 
in the oilseeds market was also I'n- 
fiueiiced by the marked strength in 
overseas markets The recent heavy 
purchases of wheat by Ru.ssia and 
other Communist countries from 
Canada and othei non-Comnmhist 
countries has virtually touched off 
a boom in grain and oilseeds mar¬ 
kets. Prospects of reduced supplies 




of copra oil pajm aa .a. i 
suit of the straiiaed reiatioita b 
tweeq Indonesia and Malaysia has 
also imparted considerable strengl 
to vegetable oils. Prices of grouni 
nut oil, linseed oil, copra oil, cast 
oil and soya oil have risen by aboi 
£8 to £10 per Wq over the pa 
two weeks pr so, Though India 
prices are still substantially out i 
world parity, exporters seenj opi 
mistic about selling substantial qua 
titles of Indian oils if the incentiv 
are further liberalised as general! 
anticipated, especially because tl 
trend in foreign markets is like! 
to keep firm in the 'near-distai 
future. 


Export houses reported fairly larf 
business in groundnut extractioi 
last week. Hungary alone was sa' 
to have purchased nearly 12,0C 
tons at around Rs 395 per ton f o 
The U K also purchased sizab 
quantities of extractions and a U 
thousand Ions of grou'ndnut oi 
crude oil fetched about £102-1 
|ier ton. Some bu.sine.ss was all 
rrporleti in groundnut HP.S. Cz 
c hoslovakin took a small quanti 
of castor oil Business in linset 
cake was pooi but cottonseed cal 
continued to be in keen deman 
and realised ,C 31-10 to £32 per toi 


Madras Safe Deposit 

THE net jiiofit of Madras ,Sa 
Deposit foi the veai encled Ju 
30, 1963 aftei providing foi depi 
ciatioii and taxation amoiintc'cl 
Rs 11,886 compared with Rs 8,1); 
in the previous yeai. The Dirceto 
fiave recommended a dividend of 
jiei rent On its Equity sllare.s absci 
hiilg Rs 9,563 Additional loeke 
have heeti iiistallecl ui the ciirre 
vc'ai 

Aluminium Limited 

^LUMlNll'M Limited have i 
c reased the basic price f 
primary aluminium ingot in worl 
markets by one-half ee'nt per pour 
to LI S cents Iwentythree per pOun 
GIF main ports, from October 1 
1963. 




^'I^E contimMnis and substantial 
losses suffered by India Steam- 
•h^ for the past four years have 
iWnwd the Qiairman of the Com¬ 
pany, Sir A Ratnaswaiui Mudaliar, 
•o expbim to the shareholders at 
die Annual General Meetings of the 
Company on September 30, the cir- 
eumstances that led to these losses. 
Ever since 1961 the Conference 
Lines operating on the India-UK- 
Continent routes have contended 
ffiat a freight increase on both east¬ 
ward and westward cargoes was 
heCessary to save them from lo.sses 
and to enable them to earn a rea¬ 
sonable profit. However, as a result 
di Subsequent developments in rela¬ 
tion to Pakwtan, the Conference 
agreed not to increase freight in the 
east-to-west trade till July 1, 1963, 
(the west-to-east freight was in¬ 
creased by 10 per cent from Octo¬ 
ber 1, 19611. On the contrary, the 
Conference even reduced freight on 
some commodities, notably jute and 
Annies, from Pakistan to meet the 
threat of competition from a new 
tramp shipping company in Pakistan 
A similar freight reduction was in¬ 
evitably forced on exports from 
India also The net effect was that 
the Lines which were incurring 
losses even at 1961 rates — freights 
were unchanged from 1958 — had 
to content themselves with the same 
rates and. in some cases, even re¬ 
duced rates for the next 2 years. 

As time passed, it was however 
conceded by shipjrers, and Govern¬ 
ment ultimately, that an increa.se 
in the east-to-west freight was justi¬ 
fied in principle though views 
differed with regard to the quantum 
of increase. Some of the Confer¬ 
ence Lines engaged in other overseas 
trade had increased freight twice 
during the past three years The 
Indian Lines suggested an increase 
of lO per cent in the east-to-west 
trade, but the Conference fixed in¬ 
crease at 121 pet on the ground 
that the effective increase would he 
only 10 per cent because of the non¬ 
increase or lower increase for sensi¬ 
tive commodities. In fhis context. 
Sir Ramaswami has expressed the 
hope that the treatibent of sensitive 
export CoannoditieB will be 
cussed in a corral atmosphere bet¬ 


ween the Conference and the Gov¬ 
ernments concerned. 

Comparing the freight increases 
with the 1957 rates. Sir Ramaswami 
has stated that the revised rates are 
only slightly higher. He emphasised 
that eiqiorts should be promoted 
and foreign exchange earnings in¬ 
creased but at the same time he has 
suggested that the prices of export 
items and the profit margins on them 
should be carefully evaluated be¬ 
fore pressing for an alteration in 
the proposed increase in freight 
rates. 

Sir Ramaswami has also taken 
the occasion to answer the criticism 
that while other companies are 
making profits India Steamship 
alone is making lo^es. He has said 
that the Company’s fleet is operating 
on the India-UK-Continenl route 
and the Baltic and Black Sea routes 
with a few calls at South American 
Ports. ft is on these routes that 
freight rates have not been increased 
from 1957 till now. Other com¬ 
panies have more remunerative 
routes to ply and some of them 
have large investments of reserves, 
which contribute to their increa.sed 
income. 

Reiterating his agreement with 
the policy of the Government of 
India that export promotion should 
in no way be hindered by unreason¬ 
able freight rates. Sir Ramaswami 
has commended the practice in some 
other countries anxious to promote 
exports where national shipping 
companies are compensated for loss 
in earnings. Sit Ramaswami finds 
the Government’s anxiety to expand 
Indian tramp tonnage to avoid over¬ 
dependence on foreign carriers 
understandable and thinks that this 
can be done without adversely 
affecting the Indian Lines who are. 
after all, important earners of for¬ 
eign exchange for the country. 

Commenting bn the future of the 
Corapatty. 'thb Chairrtan has stated 
that the' ‘share of thp Indian Com¬ 
panies > in-the" iibport arid export 
trade of UK is increasing every year 
by about 1 per cent TTie Govern- 
ihent of India’s export promotion 
acbentea dnwe expanded the volume 
of • trade to both West tmd Ea.st 


Europe, lie was, dterefore, coa- 
fident thUt the era of deficit balance 
sheets bad come to a« end. 

(Tbe Directors’ Report and Ac¬ 
counts were reviewed in these 
columtB in the issue dated S^tem- 
her 28.) 

National Newsprint 
jyATIONAL Newsprint and Paper 
Mills is the first venture of its 
kind in the country. Apart from 
difficulties which generally con¬ 
front a new industry, the Company 
had to contend with several unusual 
difficulties for lack of initial atten¬ 
tion. Location, raw ipaterial avail¬ 
ability, water supply, staff, etc, all 
of which seem to have been very 
casualty dealt with at the Inception 
of the Company, presented serious 
problems which at one time looked 
formidable. The quality of paper 
particularly its shade was constantly 
criticised by the public who have 
not appreciated efforts made to Over* 
come difficulties. The Annual Gene¬ 
ral Meeting of the Company held 
on September 30, provided an occa¬ 
sion for Its Chairman, Sir A Rama, 
swami Mudaliar who holds this 
office for over the last 12 years, to 
refer to the progress of the Com¬ 
pany 

Sir Ramaswami pointed out that 
the Central Government and the 
Madhya Pradesh Government by 
financing the venture gave a turn 
to its fortunes A part of the loans 
from the Governments had been 
converted into equity capital The 
M P Government agreed to freeze 
the accumulated interest charges 
amounting to over Rs 110 lakhs 
which was to be paid in ten instal¬ 
ments beginning from 1959. The 
position to-day is that loans from 
Governments exceeding Rs 1.37 
lakh.s have been paid off. The fro¬ 
zen interest charges now stand re¬ 
duced to Rs 66 lahhs 

To meet the Complaint agairilpt 
the shade, of its pape.r, the Company 
has now planned to put up a oaHi- 
stic soda chlorine plant in collabo¬ 
ration with a Swiss film and pro¬ 
duction from this plant is experted 
to be available to the Mills in the 
first half of 1964. Ex^riments 
with a new method of treating wood 
pulp have proved successful and 
tR«' quality of paper will show ioi- 
provbrtienl both in colour and in 
Wheile strength. 
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Hie of the plutfv 

loeiition meant that a whole lawn' 
idiip, having now a population of 
over 5000, had to be created in 
Nepanagar, the entire housing being 
provided by the Company. This had 
to be supplemented by establish- 
nient of schools, hospital, etc. with 
requisite staff and other parapher¬ 
nalia. All these involved heavy 
expenses and called for a band of 
enthusiastic men. In these circum- 
fltances, it is gratifying that the 
Company wa* presented a Certifi¬ 
cate of Honour by the President of 
India for satisfactory performance 
during the year 1962. The initial 
target planned was 30,000 tons but 
an expansion of capacity to 60,000 
tons was being actively considered 
for the last three years and the 
Board has now decided to apply to 
Government for necessary lic.ence. 

The net profit of the Mills during 
the year ended March 31, 1963 
after providing for depreciation and 
other charges amounted to Rs .50.20 
lakh.« (Rs 40.84 lakhs.) Adjusting the 
previous debit balance of Rs 24.83 
lakhs, there remained a balance of Rs 
25.37 lakhs which has been taken to 
Reserves. No dividend was declared 
as there was a contingent liability 
in respect of income-tax assessment. 
The Chairman, however, indicated 
that the current year’s working 
would enable the Company to de¬ 
clare a dividend, probably even an 
interim one. Production of news¬ 
print for the year showed an increase 
of 1,236 tonnes to 26.515 tons Sales 
went up by Rs 15 lakhs to Rs 2.80 
crores. Production for the first 
nine months of the current year was 
23,070 tonnes being 570 tonnes 
more than the rated capacity and 
5,100 tonnes more than production 
in the (oriesponding period of la.st 
year. 

National and Grindlaya 
f^tenary 

qpHIS is the Centenary Year of 
National and Grindlays Bank. 
The bank was registered on Septem¬ 
ber 29. 1863 in (^Icutta by a .small 
group of British and Indian mer¬ 
chants under the name of the Cal¬ 
cutta City Banking Corporation 
which was changed to the National 
Bank of Indja early the following 
year. Thereafter until 1958, when 
further chaiiqges of naine were made 
in recogtritifiti of the new conditions 
in South 'Aglg. the National Bank 
of India was a name familiar to 


succesBiVe -IftmtirStioiiB' of ctuiamefa 
in an increasiiq^i munher of ooun> 
tries. The Nadcsial Bank acquired 
the entire capital of Grindlays Bank 
in 1948. Grindlaya absorbed the 
branches of Lloyds Eastern in 1961. 

The National Bank’s head office 
and control were transferred to Lon¬ 
don in 1866 and the bank was re¬ 
gistered as a sterling concern under 
the U K Companies Act. TTiis gave 
it ready access to the world’s prin¬ 
cipal money market, where it 
speedily established itself as a for¬ 
ward and progressive institution 
specialising in the financing of east¬ 
ern trade and commerce. The mid- 
1860 ’s were a time of great finan¬ 
cial stres-s: with the end of the 
American Civil War the Indian 
cotton boom collapsed, and the 
Overend Gurney failure in London 
had its repercussions in India. 
Banking casualties were heavy, es¬ 
pecially in India, but by prudent 
and skilful direction the infant 
National Bank of India weathered 
the storm An account of these and 
other eventful happenings m the 
long story of the bank is given in 
“100 years of Banking iti Asia and 
Africa.”, a book specially written by 


Geoffi«T Tywwd' to -:i*ii«rk 

and Ormdla:f«’ cmitetiary Wbiw wlU 

be released shortly. 

By the 18^’s tile baidc was fully 
established in India, (incli}dii|(; 
that part wfaid) is now Pakistan), 
Burma' and Ceylon, as well as in 
Aden and Zanzibar. From the latteor 
place it was a short step to the East 
African mainland, where it had tho 
distinction of being the first British 
bank to begin operations and to 
bring westeio banking techniques to 
the several East African territories! 
As the railway made its way from 
the coast to Lake Victoria, the bank 
went with it on what was literally 
a pioneering journey. In the pro¬ 
cess it was able to provide banking 
services for the considerable number 
of Asian merchants, tradesmen, 
clerks and mechanics who came to 
East Africa for the construction of 
the railway or its subsequent opera¬ 
tion. 

On December 31, 1864 the bank’s 
total assets amounted to £328.736; 
today they are more than £277 
millions. In the first year of ope¬ 
ration there were slightly more thstn 
300 shareholder.s; at the end of 
1962 the number was approximately 



WOODEN BOWL 


CANNOT 

The first order is only half as impor- USED 

tant as the second order. TWICE - 

Therefore exporters must malnuin ON A 
a very high standard of business COOKING 
in order to make long term profits 
and uphold the country’s prestige— STOVE 

particularly as new competitors with 
highly industrialised countries. 

The export market can be a source of 
continuous earning power—if quality _ _ 

goods, prompt service, competitive 
prices and service facilities are 
provided. Nggr 

Export Is a Sacred Trust 

ENCIRtlilUlfG EXPORT PROMOTION COOmiL, 

' " Indit EsohMg* t7ch Ploer), CMcutu-l 
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''i JJRRki-;, ‘:lfi “ Hrif*#' 'it ^ tut' ^ 

- |tf'~itif/'¥;^';'.;3(i$^ . «Jli«''., tiiivi^. 

■ Baakinf -CbnaiwMicii( ififieimi 
Us'. / 4o^ ^ ONa^oiuil and 

Gi:it^a^ toditf igivw employawnt 
' t 9 laoaxiy ten titiousahd employee^ of 
al} ^ades in IGS bcanches operating 
in' a' ddeen countiiee and is o^itu 
tiankw to four Governments, 'nils 
ia ..some measure of the progress 
whi^ f'iatioital and Grindlays can 
proudly look baek to on the occa- 
«doB of ks eentenary.> 

' Poyalia Industrial Co 


‘'t , -: 

JRfaatatwM 

^ iwt’ proht of M» IM lakhs !•» 
the year ended May 3lt 1%3 ds 
against .a loss of Hs l.U lakhs in 
the previous year. With hardly « 
balance of tU 9^ aft^r adjusting 
the loss, which is now completely 
wiped out, the Directors have udh- 
sed Ka ^,0U0 frean the Dividend 
jblqualisaticm Fund to. pay< the Pre¬ 
ference dividend at 6 per cent and 
an Ordinary dividend at 5 per cent 
ahs6rhing Ks 4,515 and Ks 15,000 
i^pectiveiy.. 


■ ‘-y 

«hd ^e^iuada ijtoiuliiinf « {sirttsii 
Bmit cMii' and ^baianssn! the 
Apserve .Bahk, to augment Umir in* 

' vestments in government securities 
hy Rs 6.78 crorOs. Their borrowings 
from the Reserve Bank were only, 
fractionally higher by Rs 27 lakhs 
while moneys lent on call stood 
higher by Ks 3.42 crores. 

Although there have been conti¬ 
nuous increases in deposits and con¬ 
tractions in credit, batiks.have in-., 
creaskigly turned to Government se¬ 
curities for investment of surplus 
funds, with the result that excOss 


JpOYSHA Industrial Co had to 
. contend with difficulties regard¬ 
ing ' its main raw materials. Inade¬ 
quate import of. tinplate restricted 
manufacture of open top sanitary 
cans' to suit the needs Of canners, 
and* therefore sales of this item 
suffered. The indigenous tinplate 
varied in its thickness and hence 
not only became at tunes unusable 
in automatic machines but also re¬ 
duced the rate of production. Again, 
there was irregularity in supplies. 
These difliculties handicapped the 
industry throughout the year. The 
Company hopes that with the co¬ 
operation of the Hindustan Steel 
(ROurkela) these difficulties would 
be minimised. These facts were 
revealed by Shri M R Ruia, Chair¬ 
man of the Company at the Annual 
General Meeting held on September 
30. The Chairman, however, feU 
that considering handicaps the per¬ 
formance of the Company was satis¬ 
factory. 

Total sales for the year amounted 
to Hs 94 lakhs as against R^ 78 
lakhs in the previous year. The ■ 
profit earned increased from Rs 1.45 
lakhs to Rs 2.11 lakhs during the 
year. ' The equity dividend was 
stepped up from 70 to 90 nP. 

When the new factory ht Dighe 
(near Thaiia) is opmplated produc¬ 
tion would improve rapidly result 
Irig in a larger turnover’ and profits 
for the Company. The Company 
has received orders from Govern¬ 
ment for supply of cylinders of 
various types. Since the manufac¬ 
turing of such cylinders is a profit¬ 
able line, the Company is planning 
for special tooling and machinery. 
The epmparty has suggested to the 
Government that some, of the speci¬ 
fications may be modified as this 
would substantialiy.. reduce costs 
witliout impairing efficiency. 


The crop harvested by the Com- 
. pany was a record one and exceed¬ 
ed estimates. The Company has re¬ 
planted about 60 acres and has 
planned to replant some 30 acres 
every year for a period of four years. 
Ihis would not affect profits, it is 
expected. Estimates of the current 
year’s crop is lower, but the Com¬ 
pany hopes to realise an additional 
income Irom the sale of umber. 

Money Market 

Thursddy, Morning 

TTHE inter-bank call money rate, 
which had remained unchanged 
at 2 per cent for the past over two 
weeks hardened to 2i per cent on 
this Tuesday. Demand picked up 
and funds were taken over at the 
increased rate. On account of 
strengthening demand,, tenders for 
Treasury Bills continued to be poor 
with the discount remaining un¬ 
changed at 2.318 per cent. Sales of 
intermediates between October 3 
and 5 fetched only. Rs 1 crore as 
against Rs 2.37 crores in the previ¬ 
ous week and Rs 10.30 crores in the 
week before. 

Additional demand for funds is 
partly due to Diwaii requirements 
and partly to diversion of funds to 
Calcutta where stringent conditions 
have prevailed throughout the past 
week and call money fetched any¬ 
where between 3 and 4j per cent 
with more borrowers than lenders. 

These, and tiot any change in the 
comfortable resources position of 
scheduled banks, are the causes of 
the stringency in Boipbay. During 
the week ended September 27, the 
banks got additional deposits of Rs 
7.24 brofes while their advances in¬ 
creased by merely Rs 1.46 crores. 
Their resources position must have 
been so- comfortable that they utili- 


funds at their disposal were restric¬ 
ted fo their current needs. This is 
thb reason why the call money mar¬ 
ket has remained more a lender’s 
than a borrower’s market, and why, 
while the return How of funds di^ 
not depress the market,, temporary 
upsurges in demand for funds tend¬ 
ed to harden the rates on occasions. 
The slack season will draw to a 
close by the end of the month, Crtm 
movements will, pick .up and tram 
demand will expand. In these cir¬ 
cumstances it is unlikely that there 
will be any further substantial con- 
traction in credit this season. Unlm 
therefore, deposit resources inbreaie 
from time to time, ,the rising de¬ 
mand for credit which will emerge 
in the coming months will either 
compel banks to reduce their hold¬ 
ings m securities or cause a growing 
stringency in the money market and 
pull up rates further in stages. At 
any rate it appears that the call 
money rate' has begun to improve 
and is unlikely to sink to lower 
levels. 

The Reserve Bank’s statement for 
the week ended October 4, throws 
further light On the growing demand 
on scheduled banks for funds 
(which will be also reflected in the 
next returns of scheduled banks). 
Their balances with the Reserve 
Bank on October 4 were lower by 
Rs 9.99 crores while their borrow¬ 
ings increased by Ks 1.26 crores. 

Public demand for funds has also 
gone up and is reflected in a sharp 
rise of Rs 28.38 crores in Notes in 
Circulation. As the Banking Depart¬ 
ment met. the demand by giving out 
Rs 5.47 crores from its vaults, the 
net Note Issue was up by only Rs 
22.91 crores. Besides rupee coins 
held in the Issue Department are 
down by Rs 2.08 crores. Cover for 
the additional note issue and for 
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tfet! ^CfiKfUon of Jupw coiM tm 
be^ provided by tbe rise of Ks fl*uO 
Citoree in foreign securities and by 
the addition of Rs 22 crores to Ru¬ 
pee securities in the Issue Depart- 
inent. Investments held in the Bank¬ 
ing Depai tment have, therefore, 
come down by R» 22.45 trores. 

Deposits of the Central Govern¬ 
ment rose by Ils 14.99 croiea dunng 
that week while those of State Gov- 
ernnlcnts fell by Ks 4.54 erores 
showing a net rise of Rs 10 45 ero 
res in Covernmenl deposits with the 
Bank. Other deposits also increa¬ 
sed by Rs 6.22 crores However, 
since scheduled banks’ deposits fell 
by Rs 9.99 crores, the Bank’s total 
deposits improved by only Rs 6.68 
crores. Loans and advances to Gov¬ 
ernments increased by Rs 25.92 cro 
res. As sUted above, schedule 
banks’ borrowings showed only a 
small rise ol Rs 126 < rores. Bills 
purchased and discoiintod swelled 
by Rs 9 70 crores and foreign as¬ 
sets moved up R.s 3 98 crores in the 
aggregate. 

In the giltedged market, demand 
for the 3 per cent Conversion Loan 
which touched Rs 66 10 seems to 
have tapered off. While ricar-dateds 
continue in demand at quoted rates, 
demand in other issues ha.s slacken¬ 
ed somewhat. Sentiment still coiili- 
nues to be quite good 


Preparation for Fourth Plan 

THE Planning Conmiission has 
indicated to the Stales that the 
basic core of the Fourth Plan will 
continue to be a faster giowth of 
agriculture combined with a rapid 
expansion of indusliy arid suitable 
provision for Iran.sport, fuel, power 
and education. It has been sugges¬ 
ted that the pattern of industrial 
development is to be so designed as 
to free the country’s development 
from the difficulties of the balance 
of payment. 

The means of achieving these oh 
jeclives, according to the Planning 
Commission, will necessarily include 
significant increases m domestii sa¬ 
vings, improved efficiency in con¬ 
struction and management of enter¬ 
prises and sizeable exlension of 
exports 

The piincipal objectives of deve 
lopraent programmes will remain 
fa) achievewnent of a socialistic 
pattern of 
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(b) (ndgObM ident«iki{)nM:int oi 
the *taoHntry’# differant reg^as; 

(cf expanding eiqploynient op- 
pertunities; and, 

(d) a level Of production which 
will lead to self-sustained and rapid 
growth of the economy at an earl) 
date. 

With these goals in view, 26 
working groups are currently busy 


Plan-In th» peitmeaivr of a 1& 
y^r period L966-B1. The subj^ts 
taken, up by the groups include in¬ 
ternal and external resources, inter¬ 
national trade, and development, 
policy on food, family planning and 
scientific research. 

Preliminary reports are likely to 
be submitted, to the Planning Com¬ 
mission by November this year. 


Burn and Company Limited 


NOTICE IS HEREBY GIVEN 
that an Extraordinary General 
Meeting ol the above-named com¬ 
pany will be held at the registered 
office of the company, 12, Mission 
Row, Calculta-1, on Tuesday, 19th 
November 1963 at 11 A M for the 
purpose of considering and, if 
thought fit, passing the following 
special resolutions. 

Special Reitalulion 

1 That the authonseti share 
capital of the company be in- 
cieased from Rs 1,20,00,000 to Rs 
2,00.00,000 by the creation of 
80,000 new ordinary shares of Rs 
100 each 

Special Resolution 

2 Thai the Articles of Asso¬ 
ciation of the Company he altered 
by deleting from the beginning of 
Article 4 the following words name¬ 
ly “Tlie Capital of the Company i-- 
IG 1,20,00.000 divided into 28.000 
Preference shaics of Rs 100 eadi 
and 92,000 Oidinary shares of Rs 
lot)/, each” and substituting there¬ 
for the following words namely 
“The Capital of the Company is Rs 
2.00.00.000 divided into 28,000 
Picference sharts and 1.72,000 
Ordinary Shares of Rs 100 each" 

.Speeial Resolution 

.1 That It is desirable to capi¬ 
talise the sum of Rs 81.00.000 out 
of the amount standing to the cre¬ 
dit of Woiks Reconstruetion and Ex¬ 
pansion Hesei-ve in the hooks of the 
Company and accoidingly that snrb 
-sum be eapilalised and distributed 
among.st the holders of the ordiriarv 
shares of the company on the regis¬ 
ter of memlrer.s at the 19th day of 
November 196.4 (joint holders being 
(Cinsidered as one person for this 
purpose) in the proportions in 
which they hold such shares res¬ 
pectively on that day and on the 
footing that they become entitled 


thereto as capital and on condition 
that the same be not paid in cash 
but be applied m paying up in 
whole at par 84,000 new Ordinary 
Shares of Rs 100 each to be allot¬ 
ted and distributed credited as 
fully paid up Bonus Shares to and 
amongst the said holders of 84,000 
Ordinary Shares in tlie proportions 
aforesaid, that is to say, at the rate 
of one of such new ordinary bonus 
.shares for every one ordinary share 
held by the Members respectively 
according to the Register of Mem- 
beis at this the 19th day of Novem¬ 
ber 1963 and that the said ordinary 
shares so distributed shall rank in 
all respects pari psssu with the 
existing ordinary shares save and 
except that they will not participate 
in dividends declared in respect of 
any period ending on or before the 
40th April 196.4. and that tlie Direc¬ 
tors he and they are hereby directed 
to give effect to this Resolution. 

Tfie Registers of Members and the 
Transfer Books of the Company for 
Ordinary Shares will remain closed 
from the 4th November to 19th 
November 1964. both days in¬ 
clusive, 

A member entitled to vote at the 
meeting is entitled to appoint a 
proxy to attend and vote in hi.s 
stead and a proxv need not he a 
member 

By Order of the Board 
Burn and Company Limited 
Martin Burn Limited 
F G Li versed ge 
Managing Director 
Managing Agents. 

Registered Office ■ 

12, Mission Row. 

Calcutta 1 

Dated 9th October, 1964 
Note . An Explanatory Statement le 
annexed to the convening notice 
issued to uiembers of the Company 




RANKING RETURNS > INDEX NUMBER OT WHOLESALE PRICES 




{Rt erores) 



Reserve Bank 

Oct 4 

SepSt 

SCV6 

Oetd 


> 




‘62 

1 

Mote circulation 

2220.89 

2192.31 

2218.66 

2054.34 

2 

Rgpee coin 

123 27 

1^.36 

121.50 

123.04 

3 

neposlts 

(a) Central Govi 

78.29 

64.30 

04.54 

60,67 


(b) Other Govts 

2.54 

6.08 

7.76 

19.95 


(c) Banks 

77.83 

S7.84 

84 22 

85 82 


(d) Others 

185.68 

169.43 

169116 

160.0$ 

4 

Foreign seourtties 

92.48 

89.46 

89,46 

88.33 

5 

Balance abroad 

880 

7.62 

6.67 

5.64 


Rupee securities 

1914.31 

1892.31 

1907.21 

1703.08' 

r 

Investtnents 

173 27 

195.71 

208 62 

13664 

8 

Lioans and advances 





to Govts 

88.50 

60.58 

53 31 

35.44 

9 

Other loans and 
advances 

144.57 

139.45 

148.93 

164.58 

Schednled Banka 

Sep 21 

Sep 20 

Aug so 

Sep 28 






■62 

1 

Aggregate 
deposits (net) 

2215 45 

2208.21 

2196.07 

2035.27 


Demand (net) 

988 97 

966.48 

960.10 

799.46 


Time (net) 

1246.48 

1241.73 

1236.96 

1236 80 

2 

Cash in hand 

50 92 

51.19 

53 65 

47 38 

3 

Balance with 
Reserve Bank 

81.50 

83.62 

65 03 

79 05 

4 

(2) + (3) as"/, 
of (1) 

5 98 

6.12 

6,78 

6.21 

5 

Borrowings from 
Reserve Bank 

1 86 

1.59 

038 

4 51 


(a) Against usance 





bills and/or pro 





mlssory notes 

0 10 

- 

— 

2 31 


(b) Others 

176 

1.59 

0.38 

2.20 

.6 

Advances 

1233.15 

1233 96 

1266 23 

1180.24 


(a) State Bank 

236 39 

236 41 

240 48 

256.00 


(b) Others 

996 76 

997 65 

1015.75 

924.24 

7 

Bills discounted 
(a) Inland 

168 07 

164 45 

161.67 

149.61 


(b) Foreign 

50 90 

52.25 

49 93 

48.53 


(c) Total 

218.97 

216 70 

211,80 

198 14 


(1) State Bank 13 88 

15.48 

1592 

12 02 


1)1) Others 

206 09 

20122 

196 68 

186.12 

8 

(8) + (7) as % 
of (1) 

66.64 

65.69 

66.84 

67.72 

9 

Investment In 

Govt Securities 

779.43 

772 65 

74564 

689.93 

10 

(9) as % of (1) 

35 18 

34 99 

33 96 

33.90 


Call money 
from Banks 

Bombay Money Rates 

(Per cent pit annum) 

Sep 27 .Sep 20 

2 32 

Aug 30 

1.34 

Sep 28 
‘62 

2 62 

Deposits 

Seven days 

300 

3.00 

300 

Three months 

— 

3.50 

— 

Six months 

3.75 3 75 

3 76 

3 75 


(Base ■ I95a*,53 - 100) 


.j Group & Sub-Group 

imjninL,Y AvcKAi^a 

August ’63 

July ‘63 

August 


iim.6 

137.9 

181.8 

CRPwlb • 

115.3 

115.0 

109.5 

Fruits & V2getaUes 

108.0 

109.7 

113.0 

143.3 

141.3 

146.5 

ICilk A Ghee 

130.2 

132.1 

13S.0 

Edible Oils 

152 0 

151.6 

1S9.4 

Fish. Eggs A Meat 
Sugar A Our 

152.5 

205.1 

148.5 

193.8 

149.1 

ISlJi 

Others 

184.5 

188.2 

ITLO 

Uguor A Tobaoeo 

U9.I 

USA 

99.2 

Tobacco 

Fuel, Power, light A 

116.1 

115.9 

95.7 

Lnbrlcantu 

187.0 

137.1 

122.6 ' 

'Indnstiial Raw Materials 

138.4 

138.5 

t89R 

i Fibres 

131.8 

130.2 

1283 

j Oilseeds 

153.9 

155.7 

160.4 

Minerals 

92.6 

93.4 

93.4 

Others 

125.1 

125J1 

124.7 , 

Manufaotiuea 

isog 

130.6 

1291) 

Intermediate Products 

1390 

140,1 

148.1 

FlnhOied Products 

129.6 

129.1 

12AS 

Textiles 

127.7 

126J5 

125.3 

Cotton 

135.3 

135.2 

129.8 

Jute 

101.1 

97.9 

111.1 

Woollen 

166.6 

166.6 

141.3 

Silk A Rayon 

138.8 

136.3 

131.3 

Metal PrCdUcts 

163.0 

163 0 

160.8 

Chemicals 

117.6 

117.2 

11B.1 

Oil cakes 

Machinery A Transport 

163.3 

169.8 

163.9 

Equipment 

123A 

123.8 

117.6 

Others 

128.6 

128 4 

125.3 

All Coramodlttes 

136.9 

t8A6 

181,1 


Coal Production and Despatches 


(Monihl)' Avcraget or Calendar Month*) 




(’000 

Metric Tons) 




Raisings 

Despatches 

'Stocks at 





pit head 

1963 

May 

5.718 

4,888 

3,731 


April 

5,696 

4.949 

4,267 


March 

5,806 

5,229 

4,086 

1962 

May 

5,127 

4,441 

3,869 

1962 


5,129 

4,573 

3,483 

1961 


4.675 

4.190 

3,290 

1960 


4.384 

3,860 

3,458 

1959 


.3,984 

3,522 

2,729 

1955 


3.236 

2,789 

2,685 

1951 


2,915 

2,473 

2,824 


Source : Ministry of Mines and Fuel, Government of India 


Working Class Cost of Living Index 

(Bme u(i]UHfid to 1949— 100) 



June '63 

May ’63 

June ’62 

1962 





(.Average) 

Oaiihati 

1 1(1 

NA 

no 

112 

Ahmedabad 

120 

NA 

124 

122 

Madras 

150 

1,50 

150 

J50 

Bombay 

145 

143 

146 

145 

Bangalori- 

NA 

NA 

153 

153 

Kanpur 

106 

105 

lOb 

107 

Cairutta 

128 

128 

119 

120 

Delhi 

NA 

N,5 

130 

130 

All-Indi.i 

134 

N-V 

130 

130 

Source • Central 

Statistical 

Organisation, 

Cabinet 

SecrularMl 
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AtuI, via. Bulsar. 
Weftarn Railwliy. 
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Plan Heappraisal 

JT was Jcnow^ t^iat for gijiite spmo time the'Plsnning (!^ntmissi4ii,l»# . 

engaged in a reappraisal of the Third Plan. And now. fioa^ thU ' 
speeches of fhe Prime .Minister and the Finance Minister it^ 
there has been going on concyrrently a reappraisal of the l^atofnf. 
Commission. The two, activities are far from unconnected. Tlve 
ning Commission’s appraisal of the Plan, H it is to he mfanIB(M{ 
niust go beyond producing a Ibt of likely shortfalls in Plan 
It must go de^ into the factors which have been re^toesj^Sle lot’ 
achievements falling short of expectatioi]s ai\d. further, it iPuA . 

the steps that have to be taken in the remaining yegr; of the M 
that the basic objectives of the Flap are achieved. 

' A sincere enquiry into the causes of the shortfalls in the 
Plan will require the Planning Commission to turn'the sesrclflij^t 
upon itself. The realisation that production targets in sevaral 
sectors are not likely to be achieved is not sudden or rscenL Within 
d year of the beginning of the Plan, it , had become apparent that Uw 
programmes for, say, -steel, heavy machinery, machine and fertilb 
zers, among others, would not be fulfilled. The trend of agricultural 
production since then has also left no doubt that agriculture wiipbe 
an even bigger millstone than all these, weighing Plan progress down. 
How is it ^at even before the Plan had run half its course, it liecame 
necessary to revise the tareets in the very sectors which had feeifl 
given top priority initiallyil and rightly because on them d«pf!>id^ 
the pace of progress of the economy? 

The questions that arise 'are whether; the various prfltj6ef^ swst* 
fully worked out in detail well in time and whether the implenaMtd^ 
tion machinery wag set to work -according to .schedule. The Planiuiij| 
Commission cannot absolve itself of responsibility for ahortcofxilngf 
in either of these directions, for, whatever the theory about its Sta'us 
at the time of its establishtiient it has certainly not confined ttsrif tR 
the advisory rale befitting an cxtra.constitutional agency. TChis bs| 
‘been no accident; it has consciously evolved in that direiition. ' 

It has gone even further. Today the Plannirig Commlsrion hcs 
almost ceased to be a planning body and has assumed the role bf the 
Sedretatiat. It has become so engrossed .in normal Government a^* 
ministration that it is unable to see the mistakes that are being madS, 
since .to a large hneasure the mistakes of the administration have be<»t 
the responsibility of the Commission. The endless stream of files which 
pours into Yojana Bhavan for specific and routine decisions necessath 
ly hinders the Commission in the vital task of keeping a constant and 
careful watch over Plan implementation. This functiPn can be fulfilled- 
only by a body detached from the day to day routine of the Govern¬ 
ment, a body competent in statistics, whose role should be to think and ' 
plan, to inform and advise rather than to administer. To the extept 
that the Planning'Commission is not today such a body. Its competence 
Jo dispassionately and objectively Study the causes of the failures 
of the Third Plan and to formulate concrete proposals so as to remove 
them in future if siaspect. 



Tbe oAftt ^rt of the Phmaiiig 
Cotni&iMiffli’s mappieual of tiw 
t%ird Plan must consist of a t«- 
cpDStruction of the Plan ih the 
light of Its operation so far and 
of the impact on the economy of 
developments following the Chinese 
aggression so that the really vital 
objectives do not get lost in a free- 
for-all in the remaining years. Re¬ 
viewing the industrial development 
in the Second Plan, the Planning 
Commission had ruefully conclud¬ 
ed that “the shortfalls have un¬ 
fortunately occurred in some of'the 
very industries which arc of druci- 
al importance and have deprived 


the'economy ifte benafita reckciti- 
ed m ior the stett nii the UtinJ 
Plan”. Without a thorough-going 
reconsideration of priorities here 
and now, a similar epitaph can be 
written in advance for the Third 
Plan, 

The proof of the pudding is in 
the eating and the worth of the 
Planning Commission’s labours in 
the reappraisal of the Third Plan 
will be revealed in the proposals 
It is able to present to the Natio¬ 
nal Development Council which 
meets in New Delhi early next 
month. 


Steel Price and Distribution 


'THE Raj Committee on Steel 
Control had revealed its think¬ 
ing on the major questions referred 
to it in its preliminary report sub¬ 
mitted -to the Goverrunent in Janu¬ 
ary. The final report released this 
month, covers certain matters which 
it had not then examined — eg pro¬ 
blems of re-rollers, distribution and 
ricing of imported steel, etc — 
ut the principal recommendation.s 
conform to the expectations raised 
by the earlier report 
• TJve Raj Committee has come to 
be associated with decontrol of steel 
distribution, but its recominenda- 
tions on steel pricing deserve no 
less attention. Pricing, of course, 
was not among the terms of refer¬ 
ence of the Committee and strictly 
speaking, its concern should have 
,been o4ily with the effect of the 
present relative prices on the pat¬ 
tern of production and distribution 
of different steel products The 
Committee has found that, under 
the present system, relative prices 
do not reflect the demand for dif¬ 
ferent products and, therefore, play 
ho part in making the rolling pro¬ 
grammes of producers conform to 
pattern of demand. If relative 
prices are to fulfil this role, the 
Committee arerues. there should be 
greater flexibility in their determi¬ 
nation than is allowed by the present 
system of fixing them on the basis 
of the recotpmendations of the Ta¬ 
riff Commission. Tt does not, how¬ 
ever, stop with relative prices, but 
also.considers “the general level of 
the price of steel allowed to pro¬ 
ducers”. finds the present price, 
fixed on the basis of the Tariff Com¬ 


mission’s recommendation last year, 
unsatisfactory insofar as it does not 
provide adequately for the replace¬ 
ment of plant at current or pros¬ 
pective replacement costs. 

While conceding that there can 
be no other sensible principle of 
depreciation which can apply to the 
costing of steel, it is not immediate¬ 
ly clear how the Committee came 
around to judging the absolute re¬ 
tention price. In any case, if the 
present retention price were sub¬ 
jected to proper scrutiny, inade¬ 
quate provision for depreciation 
would not apjrear to be its only 
fault. And, what is more, the other 
faults could not be blamed on the 
Tariff Commission cither. Is it then 
possible that the excursion into the 
question of the retention price was 
intended to pave the way for the 
Minister of Steel and Heavy Indus¬ 
try. who no Jess than the Tariff 
Conimission is responsible for the 
inadequacies of the current reten¬ 
tion price, to correct his mistakes 
without appearing to own them up? 

In defreezing the retention price 
the Committee has jrerfomied a 
valuable service and it would be 
petty to quibble about its terms of 
reference. The Committee, however, 
goes further and suege.sts that the 
respotisibihly for fixing steel prices 
should be entrusted to a joint rom 
mittee of the steel producers. It is 
true that if relative prices arc to 
reflect demand conditions it should 
be possible to change them through 
a less elaborate process than a Ta¬ 
riff. Commission enquiry. But can 
such changes, be. made after 


have, been SaM by fin 
on a cest-|fim ban*? As 
should be evident from fire follow¬ 
ing quotation front its report, the 
Committee intends the cost-plus 
principle to continue to be the basis 
of pricing; 

“Under the new system (of 
■flexible prices) it will be neces¬ 
sary to introduce a safeguard 
against the accrual to the steel 
producers of much larger sur¬ 
pluses than may on broader soci¬ 
al considerations be thought to 
be warranted. We suggest that 
ordinarily when free market pri¬ 
ces are such as to justify an in¬ 
crease in first sale prices by the 
Joint Plant Committee, but the 
latter are already high enough to 
more than cover producers’ costs 
and requirements of replacement 
and expansion, action may be 
taken by the Government to ad¬ 
just the sale price realised by 
the producers through imposition 
of excise duties or other fiscal 
devices”. 

If. then, the basic jinces are to 
continue to be determined by the 
cost-plus formula, isn’t a statutory, 
.specialised agency like the Tarifl 
Commis.sion better qualified to fix 
them than a committee of the pro¬ 
ducers themselves? Surely, there 
can be no diffculty in the Tariff 
Commission fixing the basic prices 
and subjecting them to srrutiny at 
jieriodic intervals and another agen¬ 
cy. in closer touch with demand 
and supply conditions, making the 
necessary adjustments in these prices 
from time to time with the approval 
of the Government? 

Turning to distribution, the Com¬ 
mittee has reiterated the recom¬ 
mendation it had made in its preli¬ 
minary report, viz. that control 
should be exercised only over first 
wile by the sleel producers. Accord¬ 
ing to the Committee, this will only 
legalise the position that now ob¬ 
tains in spite of the comprehensive 
control which eitist!, on paper 
Though steel prices are now fixed 
all the way fiom the jaroducer to 
the ron“umer through many layers 
of distributors, there is no means of 
ensuring that the actual sale prices 
conform to the statutory prices at 
different stages, except that of the 
first sale by the main producers 
In fact, the prices actually charged 
to the final consumers for products 
which are in short supply are not 
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ists for their supplies, the incidence 
cl the higher-than-fixed prices falls 
more heavily on them than on the 
bigger consumers who get their sup. 
ph«s directly from the main pro¬ 
ducers. 

Under the system o/ distribution 
proposed by the Committee, any 
qonsumer will be able to get his 
supplies of steel from one or more 
of lour sources: main steel produ¬ 
cers, re-rollers. Government stock- 
yards and private traders. The main 
producers will sell at the controlled 
prices fixed by the Joint Plant Com¬ 
mittee, and the Government stock- 
yards at these prices plus a margin 
to cover operating expense.^. Private 
traders and re-rolleis will be free 
to sell at the highest prices they 
can get. , lii theory any quo can 
place an indent with the main pro¬ 
ducers, but since, for technical rea¬ 
sons, the mam producers cannot be 
expected to execute orders below a 
reasonable minimum size, it will 
be the small consumer who will 
have to buy his requirements at the 
free market prices from the private 
traders or re-rollers and so, except 
Do the extent that he can get his 
supplies from the Government 
stockyards, he will be no better 
under the proposed new system than 
at present. 

The demanil for a large number 
of steel products far exceeds sup¬ 
ply (including imports) and so the 
re-rollers and the traders who will 
get their supplies of billets and 
finished pioducts, resiiectively, from 
the mam producers at fixed prices 
hut who will make their own 
sales at free market prices will earn 
very handsome margins. The Com¬ 
mittee lecognises this and recom¬ 
mends that should the margin 
between producers’ prices and the 
free market prices become “exces¬ 
sively large”, the Government should 
use the device of excise duties to 
mop up part of the difference. It 
needs to be considered whether the 
logic of this arrangement cannot be 
carried further to make out a case 
for unpegging of the sale prices of 
the main producers <dso, while, of 
course, maintaining control over 
allocation according to priorities. 

, The Committee has itself ar¬ 
gued that the asMgnment of 
priority to particular consumers 


then peg prices of the 

main prOdticvrs? ^e prices which 
the producers are allowed to 
retain can be fixed, as at present, 
on a cost-plus basis with adjust¬ 
ments to reflect the supply and 
demand conditions for particular 
products, but their actual sale pri¬ 
ces need not be pegged and should 


fully raflaot the free muket prioas 
obtainable by the re-rollers and 
traders. And even if it is Mt that 
priority consumers should be given 
a price advantage, this can be done 
by having two sets of sale prices, 
one for priority consumers and the 
other for the rest. Some such ar.- 
rsngement would far more efifect- 
ively mop up the excessive margim 
going to intermediaries than the ,usf 
of excise duties. 


Maghreb Malaise 


J^VENTS in North Africa have 
moved with considerable speed 
towards an impasse, transforming a 
hopeful experiment into an all t(x> 
familiar squalid Arab wrangle. King 
Hassan ol Morocco has good claims 
in the disputed area, and might with 
justice complain that Algeria has 
dismissed those claims brusquely 
since independence; but he made a 
crucial mistake in shifting the dis¬ 
pute from the diplomatic to the 
military arena, a mistake stemming 
from his estimation that Algeria 
was too weak to resist his military 
nibbling m the south. The transi¬ 
tion from encroachment by tribal 
chieftains to advance by Royal 
MorcKcan troops was the catalyst 
that precipitated fifteen months’ 
friction between the two countries 
into open warfare. Sadly for Ha-s- 
san, a patriotic war was just what 
Ben Bella needed to extricate him¬ 
self from domestic troubles — he 
has embraced the conflict with an 
eagerness and enthusiasm that sug¬ 
gest considerable relief. 

Not that the war will help either 
country. It allows Hassan to conti¬ 
nue to curb his troublesome left- 
wing who have been succoured, 
Hassan alleges, by Algeria. It allows 
Ben Bella to di.-'Credit utterly the 
Berber rebels, to whip up a nationa¬ 
listic hysteria which submerges 
domestic grievances, and, most im¬ 
portant, to enlist under loyal officers 
the veterans of guerilla warfare who 
might he tempted by unemployment 
and Ben Bella’s oficn dictatorship 
to make common cause with the 
Berber revolt. It adds a terrible 
burden to the stumbling Algerian 
economy, but it allows the Presi¬ 
dent to consolidate his regime in 
one move — he has already dismiss¬ 
ed bis puppet National Assembly 
and formally assumed supreme 


power. The military rebels (there 
is as yet no word of Ait Ahm^} 
have tacitly admitted that Ben Bt»U 
has outmanoeuvred them, and they 
have joined the national croeade 
against what Algiers variously dhs* 
cribes as the murderer of Patrice 
Lumumba, the decisive force leading 
to the collapse of the Congo, 
or the agent of French imperialism. 
This last charge is ludicrous con¬ 
sidering how much aid Algeria 
receives from France. 

Not that Hassan hag been very 
much more restrained in his attacks 
on Ben Bella. The public relations 
aspect of Arab warfare has always 
been more highly developed than 
the military — so highly developedi 
in fact, that repons from either 
side, couched in well-worn patter, 
are equally fictional. All this 
obscures the tragic side of the con¬ 
flict. Once more, the Algerian 
people which so richly deserves 
freedom after the terrible sacrifices 
of the struggle with France, is in 
the melting pot. The outcome of 
the conflict can benefit the pieople 
of neither side — only the leaders 
will profit by the defeat of tbeijr 
domestic opponents. That is, if 
Ben Bella does not overplay his 
hand, and the Algerian economy 
withstands the strain — military 
defeat or even further economic 
dislocation could turn those bayonets 
he has given the veterans against 
himself. More likely is it, however) 
that prolonged bitter fighting will 
lead, in due course of time, to ex¬ 
hausted stalemate, and the Algerian- 
Moroccan border will join that tra¬ 
gically long list of unsettled Border 
issues that continue to plague the 
world, and continue to provide ob» 
scrupulous leaders with a constSni 
source of chauvinistic nourtshtnenf 
with which to blind their peoples ' 
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^GAlNi>i‘ all odd», Lord Home has 
, succeeded to leadership of the 
British conservative Party, and to 
one ot the traditional privileges of 
the oltice, the Prin>e Mmislersolp of 
Bhtaih* He is hardly known m poli¬ 
tics. He comes not .trom the hurly- 
burly of politics, but froni the quiet 
cloisters ot Britain’s decayed aristo¬ 
cracy. His reticence prompted a 
Bondon satirical magazine to port¬ 
ray him as merely capable of say¬ 
ing ‘1 agree’ to whoever happened 
to be at bis elbow. He is old in 
comparison to his rivals (Butler ex¬ 
cepted), and obviously a compro¬ 
mise candidate. The Conservative 
backbench baronets have always dis¬ 
liked the most deserving and com¬ 
petent heir-apparent, K A Butler, 
whose postwar efforts to reform 
Goiuervative policy earned him 
hUAy enemies although it helped 
the Party back to power. On the 
bther hand, Hoilsham’s windy rhe¬ 
toric 4s too much like Churchill’s 
to have ttny relevance to the prob¬ 
lems of a technical and planning so¬ 
ciety. The other contenders are 
young bnough to wait 
Iti political terms, the change of 
fkcea at Downing Street is likely 
to represent very little, despite the 
weakening of the left entailed in 
the protest departure from office of 
the powerful Macleod and liberal 
Powell j in the nature of things, 
their departure will be temporary. 
Thu Conservative Phrly in its years 
ol oiEpo has come to represent par 
texeeUence ■. a homogenous ruling 
claA interest — the terms right artd 
'left tend to conceal that basic hbroo- 
get^ity. At times of transition, from 
squirkrehy Toryism to free-trade 
Liberalism, or from Liberal-Con¬ 
servatism'td the modern streamlin¬ 
ed managerialism,, the divisions be¬ 
come im^'tant. But in the late 
fifties and sixties:, this is not so — 
the Conservatives will continue on 
their Butler'ian course because t no 
otfadr poUticail tactic offers the 
same degree of success. Butlerian- 
isni, like an oil patch on the sea. 
tabes its shape from the waves be¬ 
neath, the union of business, the 
Sti^ an^ the middle class, which 
if Conservatism. Policy within the 
^uf hardly differs very 


much, just as it hardly ditETerB from 
rigntrwjAg ’Labour t;arty policy. 
’Ine old image Mr BiUskeii, in¬ 
vented in tne early fifties, still 
reigns supreme. 

Thus it is with ease that the Con¬ 
servatives take their cue froih La¬ 
bour- As the election approaches, the 
Conservatives watt lor Uie publica¬ 
tion ol. Labour's policy in order to 
expropriate it — on social wellare 
and education, they have now copied 
assiduously.- What Labour cannot 
solve, the Tories have no answers to 
— how to raise economic growth, 
to curb inflation and the upward 
surge of wages, how to tackle the 
depressed areas of the North and 
declining industries like shipbuilding 
or cotton. 'These are the real pit- 
falls, but Tory drift has so far paid 
dividends. Now, with the economy 
beginning to expand again, no doubt 
helped by a bright budget next 
April, people will forget, and Tory 
electoral prospects will begin to 
improve. No doiibt. Home, like his 
predecessor, will continue to survey 
these fluctuations of fortune with a 
surprised air — and even to sug¬ 
gest sometimes that ft is by his 
efforts that the mood has changed. 
Think how splendid , Canute would 
have felt if the tide had at that 
moment begun to go out. 

Reform or Revolution? 

'pHE coincidence of the Sino- 

Soviet debate and the Indian 
Emergency could hardly have been 
more disastrous for the Indian Com¬ 
munist Party, Its recent National 
Council meeting, staged to demon¬ 
strate Chairman Dange’s power and 
the supremacy of the Soviet line, 
has precipitated matters, clarifying 
issues and allowing the rivals to 
see their support. The . debate offer¬ 
ed ' the domestic reformulation of 
the Sino-Soviet controversy — should 
the CPI support the Congress Left 
against its ^ght or wage all out 
opposition to Congress, should it 
tafcfc the . Emergency seriously 
(should it be defeatist or defen- 
cist), should it seek a popular revo¬ 
lution or just Farllamentary pres¬ 
sure? In a phrase, reform or revo¬ 
lution!, nationaliea or .class-strug- 
gift? Dknge’s position drives, him 


into dftpeadftace On Nehru’{ Copa- . 
Ian's, into association ynib Pe^ig. it 
the Government released the Lom- 
munist detehus, Hsuge would.'pro¬ 
bably not have a majority even tm 
the National Council (tfurty-fiVo of 
the 110 members of' the National 
Council were absent ftt Uw . current 
aesaion). - ' ■ ' 

The balance of force? in the Par¬ 
ty reflects the political alignment 
ba;^ for the mornent contfels ^ 
national party; Gopalan’a atrong- 
holds are at the grass-roots where 
the CPI is strongest — West Beri- 
gal, Kerala and Andhra Pradesh. 
Uange’s pOsitioD ' on ' the Na¬ 
tional Council (supported by. two- 
thirds of those present) allowed 
him to censure his main opponents 

— Gopalan and Namboodnpad of 
Kerala, Sundarayya of Andhra, and 
Ramamurthi of Tamilnad *— but not 
to precipitate a split by expelling 

■ Gopalan from the Executive Com¬ 
mittee or depriving him of his Lok 
Sabha leadership. Gopalan, on the 
other hand, was strong enough to 
defy the censure motion; he was 
warned, however, by Jyoti BaSii and 
his group of intellectuals in Calcut¬ 
ta against breaking away from the 
Party. Gopalan must try to increase 
his strength in the national party 

— for which he needs pre-eminent- 
Iv a Party Congre{>.s as platform, 
an opportunity Dange has unoblig- 
ingly postponed until September of 
next year The centrists in the con¬ 
troversy have all but disappeared, 
and the left is revealed as surpns 
ingly strong. Kerala repudiated the 
censure by giving Gopalan a hero’s 
welcome back, and rudely refusing 
Dange’s offer to come and help in 
the campaign against the Land Re¬ 
forms Bill. In this State, clearly 
Communist-Congress co-operation is' 
an absurdity whatever its national 
relevance. In West Bengal, a sepa¬ 
rate' party organisation has sought 
to oust Dange’s imposed organisa¬ 
tion (the old State Council i? in 
gaol), has organised demonstrations 
contrary to central policy, and even 
barracked ^ Chairman on his 
trip. to Calcutta. Evewi in Dange’s 
Maharashtrian stfonghbld,’ ' pro- 
Gopalan sJogaUs have been heard, 
and the Party has had to discipline 
Six ‘dissiaema’, Overall Dan^ has 







;<«eplM % lentti^ * <obtiroi Qm- 
Kkittion to <jte(^plinc! tli«^ r«b«U atnld 
tikr>'tM^rs :a»d< periodicBier' wfai*^ 
’4rfy>, tM' oMitr«^ Kite in th« I*^ 
Stiittt. ' . t.<' 

" .Gtme are ‘ the' Comintern dayti 
allien' Stiilin couW'’ excommonicate 
teheis in foreign Cbipiliunist partieis 
Mtfibut discuBBloi^. Dangs'must now 
iBgbt oiit the political Issues, aibeit 
euppoT^ hy the tinlikeiy alliance 
bf, 'Delhi and^ Moscow. Dange, de¬ 
pendent on hie opponents being kept 
In gaol, cannot hold the Party Con- 
gi^s until he is sure of a majority. 
M^ilwhile, rumours suggest Moscow, 
will not wait — the forthcoming 
Anniversary celebrations might b« 
the occasion for Khrushchev’s final 
CMindemnation of Peking, Then Dan- 
ge’s balancing trick will be crucial¬ 
ly upset — he will be morally 
bound to root out opposition in the 
CPI. Whether this will result in 
Dange being the ‘rebel’ or Gopalan 
is unclear — present signs suggest 
that real power lies with Gopa¬ 
lan. This Is to he expected in 
any underdeveloped country — Dan¬ 
ce’s parlour politics or ‘class colla¬ 
boration’ are hardly relevant to any 
party which calls itself Marxist and 
revolutionary, whatever il might be 
in terms of Russian foreign policy. 

Adulterated Drugs 

»pHE text of the Bill to amend the 
Drugs and Cosmetics Act of 
1940 has been published. The Bill 
was introduced in the Kajya Sabha 
in the last session of Parliament and 
was referred to a Select Committee. 
It will be recalled that in the middle 
of 1962 there was quite a furore 
over the widespread detertion of 
spurious drugs in the market and 
the public wa.s very murli agilateii 
At that time the Union Health 
Minister and other oHieial .spokes¬ 

men had assured the public that 
steps would be taken to eradicate 
the spurious drugs racket. The pro¬ 
posed amendment of the Drugs Act 
is presumably the product of their 
cogitations on the subject 

The principal objectives of the 
Bill are (a) to bring Ayurvedic and 
IJhani medicines within the purview 
of the Drugs Act, and (b) to pro¬ 
vide for more severe punishment for 
.offences under the Act,‘ specially 
Ifor the manufacture and sale of 
misb^nded and adulterated drugs. 
^The amendment also seeks to clarify 
the definition of “Patent or Proprie- 


‘^ury iledicutK”, hy^iAAkaig teem 
i^lhsabdd only .to- |i jceued^ or pre- 
seripttoii presented in a form ready 
-for '.hiierttAl or external adnnnistca- 
tion^ dnd not, .as at present, to any 
drug which is not included In' the 
current pharmacopoeias. Ibis clari¬ 
fication was very necessary. At pre.- 
sent even basic drugs are included 
under patefit and proprietary medi¬ 
cines and consequently subjected to 
import and excise duty at the rates 
applicable • to naedkines. Tliis’ leads 
to multi-point taxation and raises the 
price of. manufactured medicines. 
Similarly, the definition of adulter¬ 
ated drugs has also been explained. 
At present the terms faked drugs, 
spurious drugs, counterfeit drugs, 
etc, are indiscriminately used as 
.synonyms. The proposed amend¬ 
ment clearly defines an offence 
under the Act to consist of 
the manufacture of misbranded 
dmgs or adulterated drugs. These 
terms are so defined as to cover both 
delilierate action intended to cheat 
as well as negligence. 

At the time of introducing the 
Bill in the Rajya Sabha, the Union 
Health Minister had given a detailed 
explanation of its objectives and the 
reasons for introducing it. She had 
pointed out that the preparation of 
Ayurvedic and Unani medicines wa.s 
no longer restricted to vaids and 
hakims, but had been commercialised 
by many manufacturing firms. Cer¬ 
tain manufacturers were also in¬ 
creasingly marketing preparations 
containing partly modern drugs and 
partly Ayurvedic and Unani drugs. 
It had become necessary, therefore, 
to exercise control over the manu¬ 
facture and sale of these drugs 
The Udubn Committee on indigenous 
systems of medicine had disclosed 
that certain costly materials such 
as gold, musk, pearl, saffron, etc, 
which were ingredients of various 
Ayurvedic medicines had been sub¬ 
stituted by imitation products To 
check all these malpractices, it had 
been decided to bring the indigenous 
systems of medicine within the 
scope of the Drugs Act through this 
amendment, the Minister explained. 

No one will doubt the sincerity of 
the. Government’s intention to stamp 
out spurious and adulterated dm.gs, 
but it needs to be asked how far 
this objective can be achieved by 
making more rules and laws. There 
is no prescribed pharmacopoeia for 


Aynr^iu or UnkQi^-nwdioiae&i , 
Compile it is a cear-impoasiblatitaBk 
because of the different systems 
•of medicine ushd by< diffAreat 
vaids and fiakima in their practioe. 
Enforcefiient of the- iaiiiende<b Act 
will be^ made funther difficult by the 
fact dial it would require personnel 
^trained- in both die systems of medi¬ 
cine. 

In her speech while infroduciBg 
the Bill, the Minister had a^: 
“There tue been a general depppid 
throughput the country for enhanc¬ 
ing the penalty for the manufacturi: 
and sale of misbranded and spurious 
drugs. Accordingly, it is proposed 
to enhance the maximum penalty of 
imprisonment provided for such 
offences to 10 years and to provide 
for the confiscation of property, 
apparatus, etc, used for the manu¬ 
facture of such drugs’’. The Bill 
also provides for compulsory puni¬ 
shment for even technical oiTenceB, 

It is debatable whether enhance¬ 
ment of punishment is the most 
effective way of reducing the incid¬ 
ence of the crime. The penalties 
prescribed under the present Act 
are quite sufficient provided the 
laws are fully and efficiently en¬ 
forced. But this will not be possible 
a.s long as the enforcement of the 
Act is left to the State Governments. 
Thi.s should be obvious from the 
fact that at present only 4 or S 
States have the requisite Drug Con¬ 
trol Administration. Unle.ss, there¬ 
fore, the Centre assumes the respon- 
•sibility for enforcing the Act, addi¬ 
tional legislation, however well 
meant, will not go very far. 

State Frnortces 

YET once again the States have 

been reminded that their reve¬ 
nue mobilisation is not upto the 
mark aPd that they have to seri¬ 
ously set about rounding up resour- 
ce.s for pushing through their Tliird 
Plan. In this familiar homily, how¬ 
ever, some differentiation has been 
made among States. Five of them 
— Madras. Maharashtra, Orissa. 
Punjab and West Bengal — have re¬ 
ceived fair-sized bouquets from the 
Planning Commission. They are 
considered to have put forth “ade¬ 
quate efforts” BO far atid the Plan¬ 
ning Commission hopes that they 
“will continue the efforts to mrtbi- 
Hse resources and improve upon 
Plan targets”. The other States haw 
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A^ituallf, avatMtlc data «n I%n 
. du^y in Ae Stat«a <b not souq 
warrant eucb diffarentiatioit, Ute 
•Oitdli^ in tbe first three years of 
^4h* rian (wcltiding the budget ea 
doMtss for the current year) «quak 
three-fifths of the total Plan target 
only. »n 2 ^tes —W Bengal and 
It is lower, than 50 per cent 
im the target in 5 States, including 
!^njab. Both Madras and W Ben- 
— States which have been com¬ 
mended — introduced fresh taxation 
only once in the last three years 
and have run up budgetary deficits. 
Considered as a whole, the picture 
is anything but bright. Tax effort 
by the States, which appeared more 
enthusiastic in their 1962 budgets, 
flagged again in 1963. The result 
is that while the Plan target of ad¬ 
ditional taxation by the States is 
Rs 6t0 crores, what has ao far been 
levied aggregates to just around Rs 
120 crores. 

.Taxation, of r«)urse, is not the 
only aspect of the financial discip¬ 
line required. On the expenditure 
side, there has to be as much con¬ 
servation of resources as possible. 
Brave schemes of economy and pro¬ 
testations of austerity are common 
enough. Last year, for instance, al¬ 
most all the States proposed such 
measures as suspension of fresh staff 
recruitment, reduction m travelling 
allowances, economies m the use of 
stationery and electricity, and so 
on. Nonetheless, the States’ total 
ncm-developmental exjrenditurc has 
increased by about 30 per cent since 
the Third Plan was inaugurated. 

The consequence is inescapable: 
mounting budgetary deficits — 
which have risen from a total of 
Rs 38 crores in 1961-62 to Rs 59 
oltores in the following year and 
^ 74 crores in the current year, 
fijcreased Central assistance has been 
he States’ principal source of fund.s 
o cover the deficit^ but some of 
hem have also had to resort to un- 
luthorised overdrafts from the Re- 
terve Bank. This financial jugglery 
-eached such a pitch that the States 
lad to be warned But further un- 
lutl^orised overdlnliis w.ouId no( be 
Vgnoured by the Reserve Banjc! 

Small savings is another sphere 
n which the States have to improve 
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ieitt, dil^ppomtiog/.'(hi»}of.thc ot>- 
ifeotions to <ttc CciiRp«ls«i7’ Dspesit 
Scheme was that it wduld advt^aaly 
affect voluotery eevii^s. Now that 
the Sdkeme has been virtually aban¬ 
doned—-far which the resistance of 
the States was given as the princi- 
reason.— die obligatkm «£ the 
States is all,the greater. 

UMA TofcM Umbr^g^ 

'fHE jute milt industry has been 
an enigma to many people, it 
IS one of the oldest inihistries i» the 
country, and has always contributed 
a fair share to our export earnings. 
Till the early twenties, the bulk ol 
the shares in the mills wa.s held bv 
foreigners and foreign agency 
houses, almost wholly English. 
Indian businessmen came into this 
industry in the 1920*8. The Parti¬ 
tion of 1947 did hit the industry 
severely as the bulk of its raw mate¬ 
rial used to come from East Bengal. 
But it must be said to the credit 
of the cultivator in India that within 
a few years he was able to supply 
practically all that the mills needed 

It was during the period of 
shortage of raw material that the 
mills reintroduced the Working Time 
Agreement to restrict output accord¬ 
ing to the volume of raw material 
available as well as the export de¬ 
mand for jute goods. The Working 
Time Agreement has been criticised 
on various counts. Perhaps its 
inOHl damaging effect has been the 
opportunity it gave to Pakistan to 
set up a highly competitive, jute 
industry It is not denied that 
Pakistan had the benefit of an as¬ 
sured supply of good quality raw 
jute produced very close to the 
mills that she set up after 1947 
But there was certainly lack of 
foresight on the part of Indian 
mills and the result was a consider¬ 
able shrinkage in India’s share of 
the world market for jute goods. 
The Working Time Agreement has 
also meant that the cultivator has 
been denied the benefits of bigger 
markets for his produce. It has also 
-meant the eliminatiiMv of . competi¬ 
tion within the industry between the 
more efficient mills and the others 
as the Agreement assured everyone 
a market. 

Another enigmatic feature of the 
industry in tfee post-wor years, ex- 


vv# faxliiarinti-^t fhUMyal 
'padkarmnwabal’.'aj ttiiaBbM»<af*iiii^' 
-Iblw 

large at reasonable prices, 

has n# bad toibe .. paid the yragbs 

which it . commoads in ingteoy o^gr 
industries in .|he eounhy (as 

.pared .with iba textiJo. 

Bmnbayi, jute .mill; has b«fo 

#t.a, 4i«t|inct,'MdiasdvaatagB)t 
obtpm been. scMight ,to be Op¬ 
iated to keep in. step, Hvhh 4he. -laF- 
port market, Given tfaew < .fiaoteals 
it .stapiases one why the ^h«4Fel|MA4b>' 
in the mills has ao often, ouffeadd 
so nugb. . 

It' is soipe of factors whi^ 
led the Jute Ownmittee, under me 
Chairipansh'ip of Shri N C Srivas- 
tava of the Planing Commission, to 
suggest recently that, a high powered 
Jute Development Board should be 
set up by me (iovemment under 
the Ministry of Food and Agricul¬ 
ture to formulate and execute a 
development programme for raw 
jute as well as to take steps to sta¬ 
bilise prices of raw jute and jute 
goods Not unexpectedly, the IJMA 
has taken umbrage at some of the 
findings and recommendations of 
the Jute Gommittec. The facts are 
there in the Committee’s report for 
all lo see though perhaps some of 
the HiHiculties experienced by the 
nulls since the partition could have 
been a little more emphasised. But 
that would hardly make a difference 
lo the niajn conclusions of the Re¬ 
port. Whether a sefiarate Board is 
set up or not, the Government can 
ill afford lo allow things to drift 
ui the manner in which they have 
-•been allowed to all these years. 
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Foreign Subocription Rate 

• 

Due to increase in foreign | 

postal rates it has been found ; 

» 

necessary to revise our foreign | 
subscription rate. With, effect | 
from July 1963, thd annual j 
foreign subscription is Rs '34, | 
SOs or I 7, : 
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^ Andha 

Bomesh 

^AT a beautifully relaxed feel¬ 
ing it ifi to be so confused 
that we can happily justify the cele¬ 
bration of the major festivals of 
Diwali and Dusserah at different 
times in different parts of the coun¬ 
try — or, for that matter, as in 
Uttar Pradesh, accept without mur- 
mer the administering of defective 
oaths of office to a number of the 
warring ministers headed hy our , 
only woman Chief Minister, Sucheta 
Kripalani. Whal’s more, the Posts 
and Telegraphs Department helped 
the confusion by printing the wrong 
birth date on the Annie Besant 
c.oniniemorative stamp And, ap¬ 
propriately It seemed, the director 
and students of the National S<'hool 
of Drama staged with skill the his¬ 
torical play “Andha Yug”. the age 
of the blind’ 

We are all groping — or so, at 
least, it appeals to us m the Capi¬ 
tal. The ‘leliictant renunciators’ of 
the Congress, who were to have gal¬ 
vanised political life at the grass 
toots, are so involved fighting each 
other tliat Kamaraj was compelled 
to offer himself as presidential 
candidate of the party. Perhaps, 
this is all to the good - but no 
one really know.s. Nor do we 
understand how present trends in 
the States will condition the future, 
whether there will be stability oi 
more ferocious factional activity. 

In fa< t, I have seldom seen Delhi 
so inhibited about passing political 
judgements 

However, the pattern of change in 
Jammu and Kashmir compels atten¬ 
tion The rise to power of the com¬ 
paratively unknown Shamsuddin 
could be dismissed as anothei one 
of those skilful manoeuvres by 
Bakshl Ghulam Mohammad, who is 
now preparing to fill the vacuum 
left by Maulana Abul Kalam Azad 
but is anxious to preserve his con¬ 
siderable influence in his home State. 
Superficially, it does appiear that 
Shamsuddin will he ‘his master’s 
voice’ But already reports sug¬ 
gest that things may not turn out 
the way they have been planned — 
that is. if Shamsuddin has some 
ambition in him. 


Yug^ 

IlMMpM- 

It is wdt-known that the Prime 
Minister was mudi disappointed that 
Bakshi Ghulam Mohammad had been 
unable to assist Sadiq, Mir Qasim 
and D P Dhar to crush the political 
ambitions of Bakshi Bashid, that 
approval for Shanuuddin’s election 
was obtained — and deviously --- 
only when it became clear that any 
other leader would not obtain the 
necessary ‘unaniihoiis’ support of 
the National Conference. However, 
Bakshi Ghulam Mohammad’s deci¬ 
sion to place power in the hands of 
a younger, not so factional and 
romparetttvfiiy uncorrupted leader¬ 
ship, thereby removing the so-called 
‘right’ and ‘left’ group leaders from 
the power struggle, marks whal 
might well be an important turning 
point in the life of Jammu and 
Kashmir. Shamsuddin’s ]iledpe to 
attack corruption in the State, to 
guarantee dissenting political acti¬ 
vity and to tone up the admini.stra- 
tion has been well received, and. if 
he means bu.siness, the blockages to 
Kashmir's progress can he removed 
PoliticionR Specialists 

1 n the Capital, of course, there is 
a tendency to equate the develop¬ 
ments in Kashmir with those which 
have taken place in other States. Is 
not Shamsuddin the creature of 
Bakshi Ghulam Mohammad in the 
same way as (iu|arat’s Rnlwantiai 
Mehta is of Morarji Desai. or 
Orissa’s Mitra of Patnaik, or Sucheta 
Kripalani of C B Gupta and so on? 
What these tritics forget is that 
whereas everywhere else one or the 
other faction leader has assumed 
power, and will continue to pres.s 
the sectional interests of his faction 
in Kashmir there is a possibility of 
the new leadership breaking loose 
of the deadenine grip of the old 
fartionalists If this happens. Delhi 
will fi-el relieved 

At the moment, the governmental 
reshuffle at the Centre i« eonsiiming 
the time and energy of the Prime 
Minister and his confidants The 
more thorough-going purge at 
minister and depiilv minixter level, 
which had earlier been forecast, is 
now being spoken of as some minor 
adjustment rtccesaitated bv the 
departqre, of Jagjivan Kam, Patil, 


SbriMalt and Gopala R«tddy. A 
host of names are b^ing mentioned 
as new entrants into the Cabinet, 
including Sanjivayya, M C Chagla, 
Dr Horai Bhabhaj C D Deshmukh 
and a number of younger, techni¬ 
cally-equipped men. 

Clearly, more speeialist leadership 
is sought for the departments of 
education, science, information and 
broadcasting, but the Prime IVlinister 
is finding it difficult to move out of 
the cJd grooves because the party 
machine does not approve silch a 
move, despite the fact that there 
has been much support for the idea 
that prominent industrialist-busi¬ 
nessmen head departments and pro- 
jerts concerned with national deve- 
lopment. 

The turn to the specialists, oi lo 
the more dynamic and unorthodolx 
within the party, is hesitant and 
grudgina. The instinctive feeling 
persists in the higher echelons that 
specialists who have not received 
their baptism in political battles 
are wavering allies — and this 
loose theorising becomes a passion¬ 
ate conviction when it is realised 
that the specialist will encroach 
upon the profitable preserves .of 
the politician. And when the 
specialist or semi-specialist ‘arrives’, 
as in the case of the Praja-Socialist 
leader Asoka Mehta in the Planning 
Commission, the effort is to reduce 
liitn to a detached thinker; the job 
IS made easier because he too is 
frightened to put his hands into the 
Congress cauldron Yet, if the pre¬ 
sent leadership is to remain effec¬ 
tive, the specialist touch will tiave 
to be introduced —- for an enfeebled 
and ill-equinped hurea-ucraiy can¬ 
not locate the jjriorities. 

The cri.sis within the Congress 
Party finds its reflection among the 
organisations of the opposition. 
Take the confabulations at execu¬ 
tive level of the CPI. The commu¬ 
nists would have us believe that the 
Dange-Gopalan-Namboodinpad tussle 
IS an ideological matter, but from 
what one can gather the Moscow- 
Peking rift i.s sought to be qsed 
factionallv to destroy genuine oppo¬ 
nents and critics. For this reason, 
when Lohia attempts to defend some 
of the communists who are accused 
of being oro-Peking, he is not being 
npilish. Serious observers of the 
CPI wrangles are only too awa'x? 
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that ideology ha* hePn at a dia- 
count for some time now in the 
patty. Increasingly, the rank and 
file is despairing of the so-called 
veterans and their capacity to resolve 
what is usually referred to as *‘dw 
inner party crisis’. 

Those still isolated elements in 
the CPI, who demand an end to 
Moscow and Peking orientations and 
the working-out of a strategic and 
tactical line suited to Indian condi¬ 
tions, are likely to be considerably 
Strengthened if the next month’s 
meeting of the Central Committee 
of the Chinese Communist Party 
begins to ‘trim' the attack on the 
Khrushchovites. Rumours are cur¬ 
rent in Europe that some such ‘recti¬ 
fication’ IS on the agenda, for 
China’s economy is ‘wilting’ in the 
heat of the Moscow-Peking dialogue. 
Soviet optimism can be giiaged from 
the stress given in policy pronounce- 
mtmts to the need to avoid ruptures 
within the communist parties of the 
world. Will these inexplicable shifts 


in the pnaitiona of diife two leading 
communist powom spotlight for the 
blind the much-neelactod 'truth‘.that 
the policies of these States are 
largely dictated by national interests 
and that such interests, are not 
necessarily akin to those of other 
nations? 

If the impression has been 
created that the blind are leading 
the blind, this was not intended 
May be, many in the Capital wotticl 
agree with this generalisation but 
the truth is that what we really 
lack is an objective; all decision¬ 
making is vitiated by this fact. 
When will this objective be sketch¬ 
ed. and by whom? And when it has 
been fixed, will we be able to focus 
on it the energies of the nation? 

Pointers ; Hardly one per cent 
of the nearly 25,000 agricultural 
scientists in the country have gone 
in for farming or farm management, 
according to a recent study published 
hy the Council of Scientific and 
Industrial Research! 


Pakistani Fears of India 


Tma Zinkin writes . 

HENEVER I haw been to 
Pakistan, particularly to West 
Pakistan, I have been struck by the 
very real obsession of the Pakista¬ 
nis with India. 1 have always laugh¬ 
ed this fear off as iniaginary or as 
due to ayi inner built complex; 
Pakistan, if it was the bigger coun¬ 
try, might perhaps wi.sh to take 
over India But in India jjeople are 
occupied with their own problems, 
and I fell sure that there was no 
cause for fear, unle.ss, of course, 
Pakistan itself attacked India, I 
said so at the time to my Pakistani 
friends, but without any effect. 

The other day 1 met one of Pak¬ 
istan’s most senior politicians, per¬ 
haps the only real politician Pak¬ 
istan has. Listening to him I under¬ 
stood for the first lime why Pak¬ 
istan is afraid of India and why 
this fear is not as ridiculous as it 
sounds. fVopIe in India ought to 
know his arguments, whether they 
are valid or not. ko that they can 
understand Pakistani reactions 
better. 

Kashmir docs not loom so very 
large in his picture of fear, Kash¬ 
mir is only an irritant, a reminder 
of , powerlessness, and an obsession 
hi West Pakistan But if Kashmir 
were solved the underlying fear of 


both East and West Pakistan would 
still remain. 

First, let us see what it is that 
gnaw.s at the heart of East Pak¬ 
istan. prevents Fast Pakistanis from 
being really sure that India will 
remain their friend and makes them 
feel a certain schadenfreude over 
the Si no-Indian dispute. They are 
afraid of the East Bensal refugees. 
A large number of East Benaali 
Hindus have, fled to India They 
have not always prospered there 
They still have tic.s and interests in 
Fast Bengal, and even when they 
have managed to exchange or get 
rid of their assets, they hanker 
after the ‘hawa pani’ of their 
motherland. They were the leader.s 
of Ea.«t Pakistan, the elite. They 
have lost a ,(rreat deal bv migrat¬ 
ing. The Pakistanis arc afraid that 
their true desire is to be able to 
iTO back to East Bengal by undo¬ 
ing the partition. At present, of 
f-'urse. they are impotent; but if 
the conditions of East Bengal’s very 
Inrve Hindu population became 
Critical, if there were to be a large 
exodus, they might try to mobilise 
oninwTn '"n India for a police ac¬ 
tion in Eaat Bengal, My informant, 
who feels verj^'etronglv that East 
Pakigtan jg a colony of West Pak¬ 
istan, far more exploited than it 


ever was under '’tlia 
that it is possibk thkt tb^pimsure 
oh East Bengal toight ohh day 
create a migrarion of Hindus; Hie 
Muslims of East Bengal too might 
migrate, if they had somewhere to 
go, but they do not, so they haVe to 
allow themselves to be exploited- 
But the Hindus hate reUtiona, 
friends, or simply India, a Hindu 
land, to which they can turn if. 
things get out of hand, if inflation 
or famine threatens their precarious 
existence. Thus, the combination of 
colonial exploitation and the exSiat- 
rnce of a large and discriminated 
against minority creates an explo¬ 
sive situation, a situaticlp no gov¬ 
ernment in power can afiford to ig¬ 
nore The solution for Pakistan 
ought to be to treat East Pakistanis, 
be they Hindus or Muslims, as full 
citizens, but this is a solution no 
Government dominated by West 
Pakistanis, is prepared to contem¬ 
plate. 

Next, there is a more general 
threat which makes it necessary for 
Pakistan to try and find friepds 
among.st India’s enemies, and to 
keep itself strong, if possible strong¬ 
er even than India, by hook or by 
crook 

India is bigger than Pakistan. 
India is industrialising more and 
more. India in due course will be 
a really great motlern power with 
a heavy industry of its own Such 
a power, in sav a generatioin or so 
could, if it wished, attack Pakistan, 
either in the West or the East, and 
win with the greatest of ease, un- 
|p-'s Pakistan has nowerfuJ allies 
who will come to its rescue. As 
things are at present nobody in 
India really wants to invade Pak¬ 
istan, and this inv informant fullv 
recognises, but one day the mood 
mav chanee; it may not even be 
that the Hindu Mafusahlia will a* 
tain power. The Government of 
India of the day might get fed up 
with Pakistan for some purely se¬ 
cular reason. No Government of 
Pnkistan, mv politician argues, can 
afford to take a chance on India’s 
always remaining a restrained and 
peaceful neighbour It is this need 
to insure oneself against the future 
that makes India loom so large in 
all Pakistani minds, even in the 
•minds of those few men who are 
balanced and dispassionate and 
ivhose real desire, as with my in¬ 
formant, is to make the two coun¬ 
tries friends again now. 
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Coal Price 

Oaogers of Aggregative Approach 


Ai^, coat producers are pleaduig 
with New Delhi for a price 
inoreasa but there are sharp differ¬ 
ences between the larger mines and 
thb smaller ones on how the increase 
should he apportioned. The larger 
units have asked for a sliding scale 
increase, ranging from Re 1 for 
Grade II at the bottom to Ks H per 
ton for selected A grade at the top 
for both coking and non-coking 
coals, while the smaller units seem 
to want a straight uniform price 
rise for all coals , irrespective of 
quality. 

The claim for price imTeaae raises 
several separate issues. The plea 
for neutralisation of increased costs 
is the simplest to dispose off. 1'he 
Government has committed itself to 
an automatic increase m price when¬ 
ever theie is an increase in the 
industry’s statutory liabilities. For 
instance, every time wages or dear¬ 
ness allowance or provident fund 
payments are raised, the industry !*• 
given a corresponding increment in 
its prices. 

Increase in Produclivily 

111 other words, the entire burden 
of improving the coal-miners’ living 
standards must be borne by the con¬ 
sumer, a position explicitly accepted 
W the Labour and the Mines and 
Fuel Ministries Replying to Mrs 
Renu Chakravarty, the Minister for 
Labour and Employment said in the 
Lok Sabha on November 28, 1^61 
that he shared the opinion of the 
Minister for Steel, Mines and Fuel 
that the coal mimng industry is not 
in a position to bear “any additional 
burden”. 

No allowance is being made for 
increases in prcductivity reflected in 
the output per man shift which has 
risen by one-seventh in the last five 
years. The producers contend that 
this increase ‘has resulted from 
mechanisation, necessitating larger 
investment per worker employed, 
and no benefit from this can, there¬ 
fore, legitimately be claimed by 
labour. There is, at first sight, some 


substance in the producers’ view 
because available figures show that 
the quantity of machine-won coal 
has risen from m tcms in 1958 
to 17,15 m tone in 19612, accounting 
for half the total increase in produc¬ 
tion in the five yegn. But the claim 
is not wholly coi^incing Until one 
breaks down the aggregate figures 
by sectont because this may well 
show that the great increase in 
machine^won coat has taken place 
in tlie new Slate-owned open cast 
mines in Karanpura. 

Our concern here is not with the 
mutually conflicting claims of the 
industry and its workers, except in 
their relation to pricing- It seems 
illogical that producers should 
want to be compensated for higher 
capitalisation not only by an en¬ 
hancement of the element allowed 
for depreciation in the price but 
also ask separately for provisions 
for 

(a) meeting the interest charges 
on borrowed capital; 

(b) repayment of borrowings; 

(c) a depletion allowance: and. 

(d) an increase in the return on 
capital employed from 11 per cent 
to 12 per cent. If the consumer is 
to have to finance the entire cost 
of expansion in this manner, why 
should not credit be taken for the 
benefits derived by the producer 
from increases in productivity’ 

Not Ail Mines Are Expsndinn 

This is, relatively speaking, a less 
serious objection to the price claim 
than the fact that the entire increase 
in private sector production during 
the Third Plan is to come from 173 
mining units out of the 844 cur¬ 
rently working. While every unit 
may be eligible to be compensated 
for cost increases (even this i.« 
doubtful, as explained below), why 
should the claims relating specifi¬ 
cally to the requirements of expan¬ 
sion be allowed to the whole lot? 
This underlines the lesson that the 


problems of this highly differenti¬ 
ated industry caimot be viewed in 
aggregative terms. 

By and largo, it is the bigger units 
with acces.s to capital and technical 
know-how that are expanding. Even 
at the top, some are expanding con¬ 
siderably more than others —And¬ 
rew Yule, the biggest, is working 
for a 25 per cent rise in ite output 
but Macneil] and Barry, ranking 
third, for only one per cent. It is 
the companies which are undertak¬ 
ing substantial investment on new 
capacity which are faced with real 
dilficuliy. Assistance specifically 
directed to these, should be viewed 
differently from the claims of the 
others. The claims of the latter 
should be judged m light of any 
actual increase in production costs 
ovei and above the escalation in 
prices already allowed. There have 
been 10 price changes since 1961 
including one blanket increase, 'un¬ 
related to coats, ranging from 37 nP 
for grade II to Rs 1,50 for selected 
A 

Expansion of Private Sector Mines 

Once capital investment on ex¬ 
pansion or even modernisation is 
facilitated by suitable measures — 
such as a development element in 
the price earmarked for investment, 
or increased development rebate 
and depreciation allowances — there 
need be little sympathy with those 
who fail to lake advantage of these 
opportunities to enlarge their out¬ 
put and realise the economies of 
scale. In other words, price need 
not be fixed as in the case of the 
1958 award on the ba.sis of the costa 
of representative mines but of a hy¬ 
pothetical unit, optimum-sized tind 
rea-sonably mechanised. 

This implies, of course, that pri¬ 
vate sector mines are allowed to 
expand, where necessary, to reach 
the optimum size. The anachronistic 
inhibitions from which New Delhi’s 
policies once suffered have now 
largely disappeared, and licenses for 

1763 



exranftion appear to be given now- 
a*oay» with far lees fuss. According 
to a recent reckoning, 49 mining 
leases for new areas have been 
issued to the private sector since 
1956, 25 of them in non-contiguous 
areas. If there are hesitations still 
on the score of sise, these must 
give way and positive encourage¬ 
ment extended to expansion 

.Selective Approach Necessary 

To sum up, the approach to pri¬ 
cing should he to reserve the incen¬ 
tives, for which producers are 
pleading, only for those that are 
expanding. An ad hoc general price 
rise, besides K-ing indiscriminate. 
Weakens the incentive element; mea¬ 
sures should therefore, be devised 
to make the benefits proportional 
to the expansion effort. This does 
not eliminate New Delhi’s obliga¬ 
tions to ensure that the general pro¬ 
fitability of the industry compares 
favourably with the all-industry 
average. Unless it does this, the 
flow of investment into coal mining 
will he thwarted which will ill- 
serve the national interest because 
of the role assigned to the private 
sector in the Third Plan and die 
task likely to be allotted to it in 
the Fourth Plan But profitability, 
one must reiterate, should be defined 
in such a way that there i« a built- 
in incentive to make the tired ty¬ 
coons of Clive Street sit up and 
push their companies either to ex¬ 
pand or, where this is not techni¬ 
cally feasible, to modernise 

Two objections may be raised to 
this approach What, it may be 
asked, is to happen to all the many 
small mines which can never hope to 
become optimum-sized? In the 
first place, the problem of inadequ¬ 
ate profitability does not touch them. 
They are, as several independent 
observers have noted, earning hand¬ 
some returns of as much as Rs 7 
per ton in 1961 or 30 per cent on 
their sales, against 10 per cent or 
less for the bigger units. They 
manage to do this by simply evading 
some statutory obligations regarding 
wages or mining regulations, and 
perhaps more so by keeping invest¬ 
ment on fixed assets to the barest 
minimum. They do not employ any 
technical , personnel and have no 
long«i^j|^i|g|ji development costs be- 
rauad‘i|^fe(gf;«rc solely concerned with 
getting'-wfeh coal as there is near 
the surface. There is some danger 


that their mining methods may dam¬ 
age seams. In any case, the reserves 
falling wiUiiti their leased areas 
need to be more systfeinatically 
developed to meet the country’s 
growing requirements. 


There is no fntiire ih sneh 
ing, either for the owners or for the" 
country. Voluntary amalgamation 
having failed largely (because noth¬ 
ing has been done to push the small 
minea, through appropriate pricing 



Exide Batteries still keep going 
when the rest have stopped 


SHvef Exide are the strong¬ 
est. most reliable batteries 
under the sun They are qua¬ 
lity tested at every stage of 
production . . . that’s why 
you're sure of a long and 


trouble free life. Silver Exide 
Batteries are obtainable from 
dealers everywhere. So don't 
delay—and you'll stiH keep 
going when the rest hove 
stopped. 
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aft in die cwcamtluMaes, to thin^ 
,i|i ksaos oi a$x ad hoc price iii; 
caeaoe which wjl} |;ive an entirely 
timiierilMd honui M such producers. 

MtsfidM SniMldie* 

The second objection to ‘ busing 
prices on the costs of a hypothetical 
unit arises from the fact that mining 
conditions vary Very widely. Even 
in Britain, where die averse level 
of tecfanology is rising and becom¬ 
ing more uniform, die cost spread 
may adll be as wide as 25 b to 70s 
per t<m in a few years time. A 
posnble answer to this problem 
already exists in the subsidy given 
since the last price award for work- 
it^ a mine under adverse Conditions 
These subsidies covet sudi condi¬ 
tions as (a) sand stowing, extremely 
important for purposes of conserva¬ 
tion, (b) gassiness,' (c) working 
beyond a depth of 150 metres, (d) 
excessive percolation of water into 
working faces, (e) thinne.ss of 
seams, (f) distance from neatest 
rail-head exceeding d miles. The 
list is pretty exhaustive alreatly, and 
is matched by equally diverse assist¬ 
ance given for meeting statutory wel¬ 
fare requirements of housing, water 
supply, medical services, education 
and othei amenities 
It has been argued that subsidies 
do not recover the actual costs in¬ 
curred. Adjustments in this regard 
present no difficulty since the prin¬ 
ciple of full reimbursement is 
already accepted. The policy-maker 
may, however, take the present 
opportunity to tidy up the situation 
by relating subsidies not to actual 
costs but to hypotheticml costs of a 
well-managed and technically sound 
operation. One notices, for instance-, 
that the subsidy paid for bringing 
in sand over a distance of say 5 
miles varies betw'een Rs 2.35 for 
ropeway installations, Rs 3.60 foi 
transpiort by locomotives and Rs 
4.80 for truck/trailers. Is this 
diversity technologically necessary 
Or aie the higher subsidies allowed 
for less efficient fonns of transport 
going to perpetuate their use? 
Possibly the foreign exchange re¬ 
sources needed to improve efficiency 
cannot be made available just now, 
Pr larsre capital investment may be 
unjustified by the stale of reserves 
in particular instances. Even so, the 
aim in fixing subsidies ^hould be to 
put a premium on the use of tin- 


■ 

i!Hft ,BUtre to have been done because 
of t&B pneoccupathm with c«»to «s 
they are rathcc than as they should 
be. 

•These- suggestions for a new ap¬ 
proach to pricing policy still leave 
miresolvcd the questions of' grade 
diffierentials and relative prices. The 
first point to be made is that the 
present system of ranking is un¬ 
scientific, a fact recognised by seve¬ 
ral committees sinied conqpulsory 
grading was first adopted in 1944, 
as a war-time measure. The present 
basis of judging quaBty by ash or 
ash and moisture content does not 
retirct the real nsefulness of coal 
in terms of its heat content. An 
mmert committee has evolved a new 
scneiTie of ranking based on calori¬ 
fic value alone {T he Economic 
Weekly, February 23, 1963) but 
this seems to have been shelved. 
Can the opportunity presented by 
the industry's price claim not be 
taken to bring in the new grading? 

Is Price Incentive Required? 

Whether on the basis of the old 
grading or new. some coals will 
remain intrinsically more valuable 
than others. The difference arises 
not from any extra effort ijnade by 
the producer but by the natural 
variations in the quality of coal from 
seam to seam, and even within a 
single seam. Broadly speaking, 
mining costs will be the game under 
identical working conditions regard¬ 
less of the quality of coal mined. 

Quality coal is very scauc, and 
is becoming more so Should prices 
be raised to reflect this situation? 
The spokesmen of the big mines 
say that opening out the price spect¬ 
rum will help to ration out good 
coal by price. But is this, really 
necessary? The 8 million tons of 
selected non-coking coal now pro¬ 
duced is already rationed quite 
strictly by the standing fuel ellici- 
ency committee of the Coal Coun¬ 
cil , it decides which ronsumer.- 
must really get the quality coals. 
The question hardly arises in the 
case of coking coals where steel 
plants and other vital metallurgi¬ 
cal installation.s lake ail that is nro- 
duced. In the circumstances, will a 
rise in prices really help in curb¬ 
ing consumption? The answer is 
difficult to give unless the detaib 
of allocations gre more closely 


.that i 2 »c will only hit eiseadal 
consutoers (particularly the older 
poiiver plants) whose demands are 
inflexible, ^ 

There is perhaps some case for 
putting a premium on good coal 
to encourage the producer to e»rt 
himself specially to win it. Since 
the accessible seam* am approach¬ 
ing exhaustion, deeper mining will 
pot up the average cost of quality 
coal. That part of the aperating 
cost which relates to mining diffi¬ 
culties can presumably be recover¬ 
ed fully through available ntbai- 
dies,. once these are made more 
realistic. The premium is not i*- 
fcssitetcd, therefore, by cost consi¬ 
derations urged by the big miaos htit 
only for the relatively limited pur¬ 
pose of providing an ‘extra’ incen¬ 
tive 90 that the mine-owner is given 
a further impetu.s to expand either 
vertically, whew this is necessaiy, 
or to take some care in maintain¬ 
ing the quality of raisings from 
existing workings. In the Tight of 
the fact that the production of better 
grades has been declining year by 
year, a premium may well be ne¬ 
cessary even though it brings for¬ 
tuitous benefits to' some quite un¬ 
deserving units. Widening of the 
pre.sent differentials appears, there¬ 
fore, justified despite the protests * 
emanating from Dhanbad from an 
association much of whose meitibet- 
ship produces nothing but Grade II 
ooal. 

Lowest Crnites and Middlings 

There is, finally, the problem of 
the lowest grades — grade I and 
below—for -which prices are pre- 
i^ntly not fixed but only permis¬ 
sive ceilings are prescribed. Consi¬ 
dering for the moment only non¬ 
coking coal, production of thete 
grades' was just over 18,6 million 
Ions, almost 7 m ton.s in grade II 
and the rest in grade III and be¬ 
low. In the current year, output is 
expected to go up to 22.2 million 
tons which will aggravate the sur¬ 
feit that already exists. 

71)0 demand for grade II non¬ 
coking coals is currently consider¬ 
ably short of supply, as evident 
from extensive rebating. This situa¬ 
tion seems to call for restraining 
production by excluding this grade 
from the benefit of price ineveate^ 
But no final decision can be taken 
on this except in light of the proa- 
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peetive of denuind over the vest 
plan period. The delay in making 
a Tea];q>rBi$al of the current plan 
targets New Delhi is still stick' 
ing to the original aggregate figure 
of 97 million tons although it will 
be neither possible or even neces¬ 
sary to achieve it — has made the 
task of looking forward to the next 
plan period particularly difficult. 

The assumption has been that 
grade II non-coking coals will find 
their mam outlet in power gene¬ 
ration (outside the coalfields where 
middlings will be used), and for 
brick burning. All new power sta¬ 
tions are to be designed to use not 
only grade II coals but even in¬ 
ferior varieties of upto 45 per cent 
ash. Rut both outlets may shrink 
because of the quantity of mid- 


dtinn that will eoma on dia msdcst 
in future years when waahery ca¬ 
pacity rises in step with the rteel 
target to 55 million tons of raw 
coal. This is one of the imponder¬ 
ables in relation to grade II and< 
even more so, to lower grades which 
have about die same thermal value 
as middlings. On present evidence, 
there seems little reason to plan 
for the expansion of grade II non¬ 
coking coal production at the cur¬ 
rent rale. If so, this goes against 
the loud claims to equality of treat¬ 
ment from Dhanbad. The question 
relating to coking coal is easily 
answered; the country will need 
every ton that can be produced. 

The problem of middlings, how¬ 
ever, is not going to be solved so 
simply If 55 million tons are 


washed, the midiffibigs (upto 4S 
per cent ash) may be of the order 
of 15 m tons and with another 10- 
12 million tons accumulating as 
rejects (some of which will have 
50 per cent carbon or moreh Nei¬ 
ther should be dumped or waste- 
fully utilised in any sensible scheme 
designed to make the most of the 
national fuel resources. The chief 
use of middlings at present con¬ 
templated is in central power plants 
\n the coalfields. This may well 
take up all middlings offering in 
Bengal/Bihar provided all new 
generating capacity in the whole of 
the region comprising Bengal, Bihar 
and northern Orissa is concentrat¬ 
ed in the coking coal fields of Jha- 
ria and Bokaro. But is this cither 
practical or politically feasible? 


Vitalising the Kamaraj Plan 


A Correspondent writes from Andhra: 

THE Kamaraj Plan is still very 
much in the doldrums. Those 
who renounced office tried to put on 
a bold face and discern great merits 
in the ‘renunciation’—like B Gopala 
Reddi, who described it as a “sat- 
yagraha against the lure of office”. 
Some other Congressmen arc enthu¬ 
siastic about the Plan’s revitalising 
potentialities. But the people are 
not convinced that the ‘renuncia¬ 
tions’ were voluntary or prompted 
by a desire to rehabilitate Congress 
prestige, which is definitely on the 
decline. The big question is: how 
to vitalise the Kamaraj Plan so that 
it can revitalise the party? 

The rumblings produced by the 
election of new party leaders in some 
States have not died down. In And¬ 
hra Pradesh we have still to know 
the practical effect of the Kamaraj 
Plan On the affairs of the Pradesh 
Congress organisation. This body 
has not been a model of harmonious 
working, especially in the last two 
years. Efforts to patch the rift bet¬ 
ween the two rival groups have 
on'y widened it. The last effort in 
this direction by Union Defence 
Minister, Y B Chavan, had not 
yielded any results. The High Com¬ 
mand has now abandoned compro¬ 
mise “fforts and decreed holding of 
organisational elections on the basis 
of existing membership. 

Gonala Reddi’s two recent visits 
to Hyderabad and the speeches 


made by him here and elsewhere do 
not make clear how he hopes to fit 
himself into the Congress organisa¬ 
tional set up in Andhra Pradesh 
and play a role in strengthening the 
party. Both groups in the Andhra 
Congress, as also the general public, 
are eagerly awaiting Reddi’s next 
move in his self-imposed mission, 
which he hopes, will receive the 
blessings of the High Command. 

Tasks for Ex-Ministers 

To prevent the Kamaraj Plan 
from sliding into unmerited obli¬ 
vion, certain positive steps shou'd 
be taken immediately. First, defi¬ 
nite and clear-cut responsibilities 
have to be assigned to ministers who 
have resigned under the Plan in tlie 
organisational frame-work of their 
respective States. If this is not done, 
they would inevitably be dragged 
into the intrigues among various 
party factions in the States and get 
enmeshed in them It would be a 
fair division of labour and respon¬ 
sibility if these ministers are en¬ 
trusted with special departments in 
the Pradesh Congress solely devoted 
to organisational vitalisation. They 
could be pul in charge of recruit¬ 
ment, training and disposition of a 
band of active wokrers who will 
devote tfiemselves to promoting mass 
contacts. The^ trained party workers 
could spread themselves out in rural 
areas, enlist Congress members, edu¬ 


cate the people on Congress ideology 
and programmes and act as agents 
of the parly. They could ascertain 
public gncvances against the admi¬ 
nistration and transmit public reac¬ 
tions to the State Congress head¬ 
quarters. Care shou’d be taken to 
see, however, that they do not throw 
their weight around and interfere 
with the functioning of administra¬ 
tive machinery. 

The ex-ministers could also func¬ 
tion as coordinators and links 
between the govcrnmt-rital and orga¬ 
nisational winn5 of the Conp-ress. 
In Andhra Pradesh it would be 
appropriate to make Dr Gopala 
Reddi the chairman of the ioint co¬ 
ordinating committee for harmonis- 
ine relations between the two wings. 

Second, an urtrent effort is needed 
to close the ideoloc’fal divisions at 
least in nubl-e, between the ‘‘rio-ht- 
ist” and the “leftist” sections in the 
Conirress organisation at different 
levels. That a division along these 
lines does exist in Congre-s ranks 
is undeniable, and some of the top¬ 
most leaders have given evidence of 
it m theii lecent utterances. It is 
unfortunate that references to this 
occur constant'v in the speeches of 
the Prime Minister and other top 
leaders like S K Patil, hesides those 
of lesser personalities. This shadow¬ 
fighting between the so-called rivht 
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lifa md leftists must be stopped 
with a stem hand by the Ht§^ 
mand. 

But positive results in attengthen- 
ing the Congress base can be achi* 
eved only when in the policies and 
programmes of the party and the 
government, there is a continuous 
effort to demonstrate that the objec* 
live of a socialistic pattern of society 


is ba!^ ptBrsuad. What ^denot^lie 
socialism'’ hsplieB ideologically atul 
how to achieve it in pr^ce must 
be clearly spelt out, to enable those 
who do not agree with it or accept 
it to decide whether to remain in 
the organisation or quit. 

The acid test of whether the spirit 
of the Kamaraj Plan has permeated 
Congress consciousness or not would 


eome at the tima of tba Congress 
Presidential election. Ihe Working 
Committee’s unanimous choice m 
Kamaraj, which is intended to pre¬ 
vent an unseemly contest, would 
very probably be supported by all 
Congress delegates, for Kamaraj is 
the best choice in the present cir¬ 
cumstances despite some personal 
handicaps. 


Frotn the London End 

Economy Moving Out of the Doldrums? 


^LL the latest economic indicators 
seem to show that the U K eco¬ 
nomy is at last on the move, on a 
rather more firm foundation. The 
optimistic features in the situation 
outlined by the Chancellor of the 
Exchequer at the Blackpool Con¬ 
ference were further underlined in 
the confident speech he made at 
the Mansion House last week. He 
was at some pains to point out that 
the measures taken by him in his 
budget were just about right, as 
they have produced an upsurge in 
production, without corresponding 
imfiationary pressures. He said: 

“I said in the budget fpeech 
that our aim must be, not mere¬ 
ly expansion, but expansion with¬ 
out inflation, expansion at a rate 
that can be sustailied. So far, the 
signs are encouraging. Prices have 
remained very stable for the best 
part of a year now. The £ ster¬ 
ling is strong, and its recent per¬ 
formance in the market, in 
months that are sometimes diffi¬ 
cult for us, has been very en¬ 
couraging ... We are at the be¬ 
ginning of a phase of expansion 
and we are tackling the bottle¬ 
necks which may impede rapid 
growth”. 

Maudling's Claims 
Maudling pointed out that two 
of the factors which in the past had 
bedevilled the U K economy were 
the exposed position of sterling 
and incipient inflationary tenden¬ 
cies. The position of sterling 
had been improved as the defences 
now available to protect the small 
reserves of sterling had increased 
considerably through the co-opera¬ 
tive arrangement between the Cent¬ 
ral Banks, based on the Basle Ag¬ 
reement, the $ 500 m swap arrange- 
inent negotiated with the U S, ahd 
the $ 1 billion standby agreement 


with the International Mcaieary 
Fund, “These, taken together with 
the resources of the International 
Monetary Fund as increased by the 
Paris Borrowing Scheme, mean that 
we have powerful resources to pro¬ 
tect sterling against short-term 
speculation and to carry us over 
any difficulties in a pha» of vigo¬ 
rous expansion”. 

The Chancellor laid special em¬ 
phasis on the need to control cost 
inflation and dealt at length with 
the need for an incomes policy and 
said: “1 am glad to see how wide¬ 
spread now is the understanding in 
this country of the need for a ra¬ 
tional incomes policy. It cannot be 
stressed too often that if incomes 
of all kinds are pushed up too fast, 
and our prices, therefore, rise loo 
fast, we shall be beaten in world 
markets, our balance of payments 
will suffer, and we shall have in¬ 
evitably to restrain our expansion. 
You can see in the recent and re¬ 
markable increase of exports to 
Western Europe, where wages and 
prices have been rising much faster 
than ours, a clear example of the 
benefits that can flow to us if we 
keep our own income level stable, 
and thereby keep our costs compe¬ 
titive”, The basic picture is ©"ne of 
a steady expansion in industrial 
production which this time is not 
confined to just one or two indus¬ 
tries, of promising prospects on the 
export front and of no serious 
balance of payments crisis threaten¬ 
ing in the near future. 

Upward Trend in Production 

The latest index prepared by the 
Central Statistical Office shows the 
upward trend of production during 
the summer months. After adjust¬ 
ment for seasonal factors, the figure 
for manufacturing industries in 
August is 122, about 4^ per cent 


highor than a year ago. In the 
three months June to August, the 
manufacturing index showed a rise 
of some 4 per cent 0"er the three 
preceding months, and the index 
for all industries, which includes 
construction and public utilities, 
was 3 per cent higher than in 
March/May. A more detailed sur¬ 
vey of the production index shows 
that until April, there was no evi¬ 
dence of any general acceleration. 
Since May, the recovery has spread, 
and the Treasury now states that 
in August and in July, the im¬ 
provement was “widespread”. 

In his speech at the Lord Mayor's 
dinner, the Chancellor of the Exe- 
quer said: “It is clear that output 
is now rising well. The latest in¬ 
dex of production is five points up 
on s year ago. The expansion that 
began as a result of the Govern¬ 
ment’s measures, with motor cars 
and construction, has now spread 
widely. You can sec the evidence 
for this in a wide range of statis¬ 
tics from retail trade to steel pro¬ 
duction”. 

One»Siiietl Eicpanjiion 

The expansion has been going on 
for too short a time to indicate 
whether or not it can be sustained. 
A basic defect in the economic 
system still persists — most of the 
recovery in industrial production is 
concentrated on the fast-growing 
industries in the Southern half of 
the country. While in tire Midlands 
and the South-East the small re¬ 
serves of labour which existed un¬ 
til recently have been largely ab¬ 
sorbed and labour is beginning to 
get scarce, the North-Eatt still re¬ 
mains depressed. This feature is 
further emphasised in the report 
of the National Association of 
British Manufacturers referred to 
later on 
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t1i» N«te«t ^iioncai^e D«v9loi»> 
ment Council is Al» coofidom 
ft steady sustainable upsurge 
in production and incomes is in 
progress. The Director General, Sir 
Robert Shone, has said that the ap¬ 
parent underlying trend of produc¬ 
tivity looks now to be almost in 
line vri^ the lon^-tertn growth in 
productivity prescribed in the Neddy 
plan. Over the last two years, pro- 
ducdvity has risen 7 per cent, but 
it must be remembered that at that 
time, there was a substantial mar¬ 
gin of unused resources and pro¬ 
duction itself was at a low level. 
Significant rises of this sise will 
probably not be possible in the 
future. 

Exports Rise 

In September, exports remained 
at a very high level and stood at 
£ 348 m, only £ 3 m down from the 
all-time high of £ 351 m reached 
in August. The total value of ex¬ 
ports and re-exports in September 
was £ 361 m. Imports increased by 
£ 23 m to a new peak of £ 421 m 
on a seasonally adjusted basis. The 
previous record import figure of 
f419m was touched in July. The 
adjusted trade gap thus widened to 
a provisional £60m from the 
August figure of £34m. The higher 
shipment to Britain of industrial 
raw materials needed to feed the 
expansion in industrial output, is 
the reason for the widening of the 

SaP- 

The President of the Board of 
Trade, speaking to members of the 
Institute of Mechanical Engineers, 
described September as a good 
month for exports, “Exports have 
been rising throughout this year 
and so far are 61 per cent more 
than in the comparable period of 
last year. Imports are rising too, I 
shed no tears about this. The im¬ 
ports are coming in to sustain and 
support the rising level of activity 
in the economy This is a picture 
of welcome and healthy growth". 

More important than statistics of 
growth is business confidence. Until 
this really starts to pick up, it is 
difficult to predict a continuation of 
the pror^ress that has already been 
made. The Chancellor, in his speech 
said: “It is clear that the confi¬ 
dence of businessmen is strengthen¬ 
ing day by day. Latest assessments 
just made by the Fmleration of 


Rritlah laduatnei, ia etmriai^a$ 
evidence of thk". 

Ibe FBI nport published eerly 
in September was the most bullisli 
in the five-year history of the series, 
and suggested that the economic 
climate may be set fair throughout 
Ae whole of 1964. Of the 644 firms 
which replied to enquiries, 42 per 
cent reported increased production 
since June (against 37 per cent 
who reported hi^cr production in 
June over February). In the 
latest report, only 13 per cent 
showed a drop in output. The ma¬ 
jority of the firms' were more opti¬ 
mistic about the general business 
situation in the country than they 
Were four months ago. About a 
quarter of the firms report an in¬ 
crease in numbers employed, and 
only 17 per cent a decrease. The 
number of firms reporting spare 
capacity has dropped since June 
from 65 per cent to 56 per cent. 
Nearly half the replies indicate a 
higher inflow of new orders. The 
report points out that there are, 
as yet, few signs of strains on avail¬ 
able resources, although the rep¬ 
lies point strongly to a full tide of 
boom in 1964. But shortage of 
skilled labour is beginning to limit 
further expansion of output in 14 
per cent of the reporting firms. As 
far as exports are concerned, 35 
per cent feel more optimistic about 
export prospects, as compared with 
32 per cent in the last report, while 
42 per cent of the firms show a rise 
in exports compared with 38 per 
rent, and only 16 per cent of the 
firms compared with 20 per cent 
last year show that their exports are 
down. 

R^despread Optimism 

The FBI Survey also suggests 
that over the next 12 months, expen¬ 
diture on new plant and machinery 
will rise. For the first time since 
June 1960, those expecting fo au¬ 
thorise more expenditure in the 
coming year outnumber those ex¬ 
pected to authorise less. For over 
a year, a slowing-down of the de¬ 
cline in new plant outlays has been 
indicated in these surveys. Now an 
upturn seems at hand. In the rase 
of building, however, die- contrac¬ 
tion still continues. Management ex. 
pectations are in themselves a 
powerful factor in the economy. 


Quits appt frua die-faettuil ih- 
porta on rising output and orders 
obtained in this survey, the grow¬ 
ing expectation of still better newa 
to ccxne suggests that manufactu¬ 
rers are not discouraged by dn 
prospect of a General Election gnd 
Labour Government. 

Further evidence of the growth 
of confidence among businessmen 
was provided last week by the Na¬ 
tional Association of British Manu¬ 
facturers which represents the small 
and medium size firms in Britain. 
In its 7th survey of production 
trends, it is revealed that its mem¬ 
bers expect industrial activity to go 
on rising in the coming months. Of 
the 501 firms reporting, 51 per cent 
said that ouqiut had increased in 
the third quarter, 40 per cent said 
that there had b^n no change and, 
only 9 per cent witnessed a fall; 
48 per cent foresee a continuation 
of the rising trend, 44 per cent think 
output will remain unchanged, and 
only 8 per cent forecast a decline. 

Private InvMtment Still Slow 

The Association says that the im¬ 
provement was general, but seemed 
to be particularly good in the engi¬ 
neering and vehicles industries. 
Textiles and food a ho showed a 
marked advance and building rose 
as forecast. The chief discouraging 
features of the survey were that a 
majority of firms in the north-east 
expect a fall in production in the 
fourth quarter and there seems little 
likelihoM at present that there will 
be any significant increase in capi¬ 
tal investment during the next three 
months in any part of the country. 

The one exception to the bright 
picture is private investment, both 
in stock of goods and in fixed as¬ 
sets. This has shown no upward 
tendencies. There are early signs 
that it may soon do so — engineer¬ 
ing orders are rising, and the steel 
industry is operating at over 80 
per cent of capacity, compared with 
about 70 per cent nine months ago. 
The plight of the machine tool in¬ 
dustry, whose order book, despite 
the contrary exnerience of a few 
firms, is still declining, is a reflec¬ 
tion of the industry’s reluctance 10 
install new equinment or to replace 
exisrinst plant. Until tlierc ia more 
evidence of a definite upswing in 
private investment, the present re¬ 
covery cannot be said to be solidly 
based. 
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Grain and hhajt •' 


'1^ week 
aimounced 
s^le of wiwat 


President Kennedy 
his approval of the 
to Russia and odber 
Dast European countries. Hiese 
tssiitfntrm had hinted to the US 
- Government that they would W in- 
tetMted in buying wheat to the ^ae 
of <1250 mil lioh. It has been known 
for some time that the communist 
. countries, including Qiina, are 
scouring the world market for food- 
grains and also' that several west¬ 
ern. countries, including W Germa¬ 
ny, with surplus foodgrains had al¬ 
ready offered to sell large quanti¬ 
ties. 

Should the US also sell food- 
grains to communist countries? 
President Kennedy took quite, sotne 
time maiding up his mind. In fact, 
the delay provoked Drew Pearson 
-to administer the President a strong 
rebuke. He recalled what Eleanor 
Roosevelt had said of the Presi¬ 
dent t “I wish Mr Kennedy had 
■ 'ffibre courage than profile”. 

' ' But the important point is that 
‘Kennedy did finally take the cou- 
' fageous step and order that the 
deaf be put through even though 
Hepublican Congressmen, who were 
‘sounded in advance, refused to com¬ 
mit themselves. Among them Parry 
Goldwafer, the Senator from Arizo¬ 
na and probably the strongest con- 
' tender for the Republican nomine- 
tiop for Presidency, came the near¬ 
est to expressing a definite opinion 
'When he said that ”If our allies 
sell wheat to Russia, I don’t see 
how we can stay out of it”. But 
he urged that the sale should be 
i^'ade conditional on Soviet troops 

E uiling out of Cuba. But no soon- 
r wgs the President’s decision’ an¬ 
nounced than Richard Nixon, form¬ 
er Vice-President, denounced it as 
the . piost serious foreign policy 
- mistake of the decade. 

l\(iiticiil Jtealistn 

Gbjections to the wheat deal are 
of ' two types, political and econO- 
< mic. On die political plane, it is 
asked; if it is the aim. of US policy 
to reduce the capacity of the Sovi¬ 
et Union to waee war — economic, 
political or military — l»w can flie 
US come to its aid just when, as 
the tesuU of its exo«n«ve preoccuf 
pation with worldwide “subversion*’,' 


it shows itseif to have neglected its 
domestic .development? This mrgu- 
ment is falUcfous, however. It 
sumes-that the U£ h' die Soviet 
Union's only source of supply of 
foodgrains, which it is not. ' But 
even assuming that it were or that 
it could prevail upon other surplus 
.countries not to sell foodgrains to 
the Soviet Union and other com¬ 
munist countries, what makes these 
people so sure that the .current 
sh(wta^ in farm output wil] force 
the Soviet Union to change its 
' course? 

On the contrary, if ei^rience 
with the Chinese communists has 
taught the West one lesson, it is 
that economic difficulties can drive 
a country to the extreme. Incident¬ 
ally, fanner President Harry S 
Truman has strongly recommended 
that even communist China should 
be given shiploads of wheat. No 
one is going to take him seriously, 
but Truman- feels that this gesture 
will have a favourable impact on 
the world political situation. Also 
.isn’t China now Russia’s enemy? 

Economic Advantages 

The economic argument against 
the supply of wheat at world prices 
to' Russia and East European coun¬ 
tries is that the Russians will there¬ 
by benefit to the extent of 55 cents 
a bushel at "the expense of the U S 
tax-payer. The current world price 
of wheat, 5 1.71 a bushel, is about 
^5 cents h bushel 'lower than the 
price which the U S Government is 
committed to support. But even this 
objection cannot be sustained. First, 
the U S tax-paver' will, if anything, 
benefit from this dral because the 
U S Government will have to buy 
so much less wheat. As President 
Kennedy has rightly pointed out, 
“there, is in suph transactions no 
subsidy to the foreign purchasers; 
only a saving to the American tax¬ 
payer on wheat the Government has 
already purchased and stored at the 
higher domestic price which is 
maintained to atwist our farmers”. 

Second, the argument ignores the 
fact that the world price of wheat 
woAld haVe been even lower than 
whnf 'it' la now if surplus countries 
like th^ U-SA-allos^ all current 
output h*- com« to the nuttket; Defi-- 


cit. toUntries iiave a genuine ggoupe 
tibat diay arf'comMll^ tq 
wheat in the world market ar ioi 
artificialiy high piic^., Chne could, 
therefoi^ aig^e that ^ 

deficit countim are beigg maitt to 
pay a part of the subsidy' fo the 
American' farmer. . . ^ ; 

Furfiier, it is' estimated that the 
sale of t25(kmiIUon worth of i^egt 
will save the U S as much as S ^ 
million a yegr in -storage chai^ea 
on surplus graliiB. This <iQoaas a 
saving of 18‘cents a bushel .'sold 
abroad which will be an additional 
real saving to the American tax-, 
jiayar, • • 

Support for Baiance of Payments 

But what made up Pres.ldent 
Kennedy’s mind was not the type 
of saving, referred to above but the 
gain in terms of export earning. 
The American balance of paymenta 
position has been none too happy 
and so this consideration canhot but 
have weighed with him, as it did 
certainly with the Treasury Secre¬ 
tary, Douglas Dillon, who strongly 
endorsed the deal. Partly, of course, 
the current internationat climate 
must have influenced the President’s 
mind. 

As it turns out now, the Soviet 
Union and other communist conn?- 
tries (except China) may buy from 
America as much as 7 million tons 
of wheat, which, to quote an Ame¬ 
rican farm correspondent, “wpuld 
barely make a dent in the bounti¬ 
ful American sopply”. But it could 
enable the Government to reduce 
its stock of surplus^ wheat by about 
one-fourth if current siwplus stock 
is put at 1.026,000,000 bushels. If 
the Soviet Union and its allies do 
in fact buy 7 million tons of y S 
wheat, the American balance of 
payments will record a aizSeable im¬ 
provement of $500 million. ^ 

There is no doubt that even in 
Eisenhower’s administration an op¬ 
portunity like this would, not have 
been allowed to slip by.’ Barry 
Goldwater evidently recognises this, 
despite all his conservatism. If he 
set some conditions, it was only to, 
make things uncomfortable fOr the 
per;g>n whom he hopes to opnoae 
he the Presidentigl elentioP' in ftbbut 
« y^r*8 *irt».: ' • - 


Kerala Chaos 


vrhioh t!» noeet- ^ 
• ltag> to lelect diw Preeiilent of tho. 
iCerds Pr^bsb' CoRgxora brqke up 
' , «n indication of the s^ape of 

.tl^gs ,tp come when 'cdaunitmetit 
' to ’ pdlicies • is - replaced by ■ 'nndis- ^ 
guised last for loot. There is nb* 

' uil% that Kamaraj' or Shastii can 
- do to cover up the cracks — there 
is' already an unbridgeable) gulf, 
"What they^heed to do is to rally' 
the iiUppbiiiers of the Qongiess creed 
in terns of socialism, secularism 
and noa-alignment. But this vrould 
cleoHy mean a straightforward 
choicp' and cleavage and there seem 
to be few signs of such a develop- 
rUsnt. 

The postponement of the election 
was a tactical victory for what is 
called the ministerialist group, led 
by Sankar and Chacko^ Being* in 
a hopeless minority, they resorted 
to extraordinary .measures of deceit 
— including faked telegrams from 
E>elhi — and to intimidation — a , 
large police force was kept ready 
by Police Minister Chacko to breAk. 
up the meeting, should a postpone¬ 
ment not be agreed to. On the 
strength of being able to create 
scenes and split the organisation, 
they hope that witli the interven¬ 
tion ’of the High Command they 
might prevent T 0 Bava, a nomi¬ 
nee of the organisational wing, from 
becoming the new K P C C Presi¬ 
dent. It IS rumoured that Madhavan 
Nair, former P C C Secretary, may 
be put up as the unanimous choice, 
not too close to 'the organisational 
. wing and yet not a ministerialist. 

Ministerial Wing Unpopular 

The election to the State ahd 
District Congress Committees has 
clearly revealed that the Ministe¬ 
rial wing is far from being popular 
in the organisation. Not oilly were 
their candidates thoroughly trounced 
in the Malabar regifan, but turn- 
' coats in the so-called ministerialist 
strongholds of Alleppy and Trivand¬ 
rum were also touted.' It is doubt¬ 
ful if even one-third of the votes ' 
in the K P C C is under its cont- 

I'oi. ' 

Faced with this situation its lead¬ 
ers decided that brazenness js the 
bet*et part of discretion and insist*. 
ed'duA P'T Chacko'should bo un- 


^ahnotaly elected K P C C Presi- 
doat The ridiculous nature of the 
demand takes one’s' breath avwy. 
When ibis ultimatum was rejected, 
the meeting was physically broken 
up and the threat of' police action 
was openly hurled. ' - ' 

The situation was absolutely clear 
and if .the Congress High Command 
had a minimtun of respect for in¬ 
ner-party democracyi ahd of mini¬ 
mum standards of political -decency 
it should have just thrown Sankar 
and Chacko out and faced the con- 
.sequences, that it did not dare to 
do this is the result of the whole 
series, of shady dealt .and plots that 
it has cmtducted in Kerala since 
1957, 

Hie Harvest 

The open alliance with the Ca¬ 
tholic, Nair and Muslim Conounu- 
nalists to start an illegal campai^ 
of arson and provocation in w 
middle of 1959; the open election 
alKance with t^ese same, forces in 
early 196Q to avoid splitting of votes 
in the face , of thg massive Commu- 
hUt. popularity: the unceremonial 
ousting of the Muslim league when 
it came to formhig the government; 
the kidnapping oi Pattom Thanu 
Pillai and the pushing out of the 
PSP from the Government t- all 
Uiese ace the tnore .dramatic of the 
unscrupulous activities of the Cong¬ 
ress H-gh Command when confront¬ 
ed with difficult situations in Kera¬ 
la. 

Equally unprincipled was the way 
m which it caved in to the Sankari 
Chacko deinand diat the Agrarian 
RefomJ Law, fully approved by the 
Plarming Commission, should not 
gist the protection of the Ninth Sche¬ 
dule of the Constitution as a new 
Bill was in the offing, which openly 
can^Iled the concesrions that the 
tenants and this more vulnerable 
sections of the peasantry had re¬ 
ceived, 

Since it has connived at all this, 
and has even initiated some of the 
open departures from proclaimed 
Congress goals, why mould the 
High Command not be able to 
swallow skulduggery in organisa-. 
tional decdonsr It# record so far 
has been always to support the 
mote discreditable course and can¬ 


didates. No 'wonder C K Gbirindan .. 
- Nair and bis supporters are iaxb 
ous, eqtecially since some of tbmi 
at any rate have been quite close 
to Knshna Menon even in the days 
when the witch hunt i^Inst him 
was at its ,height. 

llteir only hope is the neW ori¬ 
entation and new social force that,' 
the emergence of Karaaray has 
; meant. Certainly the organisational 
wing with ill its enormous defects, 
is closer to the half-submerged and 
semi-oppressed sections that this 
man of Madras represents. He can,' 
if he allows his courage full play, 
make a clean sweep. The snag is. 
that this would split tihe Congress 
and probably see the eiiiergence of, 
a full-fledged Swataetra unit in the 
State—not an- outcome to be wel¬ 
comed as the opening move after 
his elevation to Congress President- 
designate. Besides thpre is the wily 
Lai Bahadur, with whom Sankar’ 
and Chacko are on excellent terms, 
to plead caution and pull him up , 
short, A botched organisation is , ^ 
likely to continue its rainous course 
and, unfortunately, drag the Mala- 
yalee people along with it a little 
further down the road to perdition- 

Kerala represents a singular as¬ 
pect of India today. It is the one 
State where the Congress not, 
only patently incapable' of^mple- . 
mentlng its own programme but 
where it cmifronts an opposition 
that proclaims its adherence to thb . 
programme,and is manifestly capa¬ 
ble of carrying it out. A suitably 
dialectical state of afi'airs in the 
firmest Communist ' stronghold in 
India with-a mature and flexible 
leaderriiip. 

What is the weyout? It would 
'seem that the organisational wing 
should be backed to th^ hilt and 
the Congress High Command should 
move in the direction of ordering 
fresh elections in jhe State, Flec¬ 
tions are due in January .196$ in 
any event and pushing them a year . ■ 
forward would ,do nobody a'ny harm. 

In the interim a caretaker govern¬ 
ment could bo established includ- . 
Ing representatives of the' oppoei- 
. tion parties oh tl» basis of the num¬ 
ber of votes they command in the 
Assembly. This would lead to the 
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hiltiitutiQnflliwtion of chaos fw « 
while hut it would have the merit 
of prevctating official Interferenoa in 
the crucial elections. 

It is time that India bndce with 


hit polHieot stagaotleti wUch U 
hleasi^ widi the supposed virtue of 
stability. She must innovate and 
pioneer again os she d.d in die 
mid and late 1950to. Only then shall 


we regsdn tiba reipect end din It' 
tention of the world. Kerala is a 
good place to begin and Kiunataj 
not the l«ut likely of men to xnaki 
the first push to new patterns. 


JUST PRESS A BUTTON! 

Ike (.E. tutanateil BM-Fnem Cmmi Sfsieffl wHl Be lie rest 



It Is the automated control In the General Electric system which takes the 
"guess-work’* out of charging. G.E.’s DIRECTO-MATIC control is the 
*‘Mind'' of the system, activating every charging step In proper sequence. 
The entire charging operation is sequenced and interlocked to maintain jhe 
desired furnace output, from material selection In the stock bins to the time 
the Iron Is tapped. G.E.’s blast-furnace control automatically charges ore, 
coke and stone on demand from the furnace according to predetermined 
selection sec into the operator’s control panel. 

This new charging system reflects G.E.’s continued leadership in control for 
the steel Industry. The result of many years research and consequent 
technical excellence are now brought to India...putting the "ACCENT 
ON VALUE" in the production of superior steel, the backbone of India’s 
growing industries. 


INTERNATIONAL GENERAL ELECTRIC CO. (INDIA) PVT. LTD. 

Bombay • Calcutta ■ Delhi • Madras. 
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World Agriculture 

Tlie ^te «f Food and Agricultuir, 1963, Food and Agiiruhural Organnation of iht United Nations. Rouic 
1963. pp xi + 227, price $ 3 or 15s. 


COMPARISON of the rate of 
growth of agricultural produc¬ 
tion in the rich and the poor coun¬ 
tries best underscores the economic 
gap between them. The latter de¬ 
vote a far greater ]jroportion ol 
their real resources to agriculture, 
which is their mainstay, and yet 
agricultural production m these 
countries lags behind that m the 
developed countries. And the gap 
continues to grow. Last year the 
Food and Agriculture Organisation 
of the United Nations published 
estimates of the future growth of 
pioduction and consumption of 
cereals m the dilTeieiit regions of 
the world. The 'se ]}rojectioiis 
showed that in the case of wheal, 
for instance, the .surplus of produc¬ 
tion over consumption in the <le\e- 
loped countries would have giown 
to 32 million tons bv 1970 from 
about 14 million tons in 1961-02. 
At the same time, the deficit in the 
low income countries would hn\c 
me teased from 11 nnllion to Id 
million tons The trends would 
not he veiy different for othei food- 
grains. accoding to the FAO 

Below Pre-'W**!* Level 

This IS. no doubt, an extrrmel) 
cleprcissnig prognosis, but one whicli 
IS not unwarranted by past experi¬ 
ence According to the FAO’s 
‘■State of Food and Agriculture, 
1963”, taking all regions of the 
world, agricultural production pci 
capita IS today about 11 to 13 per 
cent higher than before the war 
But among the underdeveloped 
regions only in the Near Fast (Iran. 
Iraq. Israel, Syria, Turkey and 
U A R) has per capita pioduction 
lieen consistently maintained at 
above the pre-war level. In Africa 
though the pre-war level of output 
was recovered compaiatively quick¬ 
ly there have been con.sideraMe 
lluetuations and m both 1961-62 and 
1962-63, production was below the 
pre-wai level. In the Far Fast 
(excluding People's Republic of 
China), the pre-war per capita out¬ 
put was achieved in just one single 
)par. 1961-62 If Japan were to be 


excluded, the Far Ea.st's performance 
would be even leas flattering. In 
Latin America, the other under- 
develo[M*d region, the pre-war pro¬ 
duction was achieved only in 195B- 
59 and since then there has been a 
sharp fall. 

In 1962-63, which is the jeat 
, with which the FAO leport is parti 
tularlv concerned, world agricul¬ 
tural production rose by between 
2 and 3 per cent This was sliglitK 
higher than the late of growth of 
jiopulation. whic'h is estimated at 2 
]x^i cent per annum, so that there 
was a slight increase in per lajiila 
jiroductioii. Tlius, compaii'd to 

1961- 62 when there was a small 
decline in per capita ]noiluction, 

1962- 63 was a favourable year Im 
world agriculture. 

However, even in 1962-63, there 
was a fall in per capita production 
111 the Fdi Fast (excluding Poojile's 
Uhirial and in Latin America. In 
the Far Fast production rose by onl^ 
about 1 jjer cent which was smaller 
than the rate of growth of popula¬ 
tion, while m Latin America there 
was an absolute decline in produc 
tiori In the other two underdevc-- 
lo|)e(l legions, Africa and the Near 
Fast, production rose by 4 to .5 per 
cent but tins, it should he leinein- 
bererl. followed a sharp deiline in 
])iO(luciion III 1961-62 

Inipurln uf Little Help 

Anicing the developed legions .liie 
late of giovvth of agricultural output 
was the highest iii Oceania (Austia- 
lia and New Zealand) and Wesleiii 
Fiiiope fn the Soviet Union and 
F.a.stern Europe, production lose by 
about 3 f^ei cent, while in Nortli 
Anieiica the lise was about 2 per 
cent Offiicial statistK.s of agricul¬ 
tural production ail- still not aval 
lahle foi People’s ('.hina, hut the 
FAO leport suggests that there was 
some increase in production in 
1962-63 following the senes of pool 
harvests that began in 19.59-6(1 

The wide disparity m pc*r capita 
lood niitpul between the developed 
and the iindenlevelaped roiintn'es 


has been, to some extent, ewened 
out by imports and exports. As a 
result, in eacli of the underdeveloped 
regions the trend of food supptiew 
ha.s been moie favourable than that 
of production and per capita con¬ 
sumption has been above the pre¬ 
war level even where pioduction has 
lagged behind. On the other hand, 
in the develojaed regions, except 
Oceania, the increase in food supply 
ha.s been less than the increase in 
production. 

How'cvei, imports and cixpoits of 
food have been too small to appre- 
c-ialily affect the relative consump¬ 
tion levels in the different regions 
In fact, according to the FAO re¬ 
port. ‘The gap in actual food con¬ 
sumption levels between the more 
.iiid less developed regions has ten¬ 
ded to widen, since there has been 
more iin])rovemi‘nt in the fjer capita 
supplies of the more developed than 
111 those of the less developed 
regions" This leads the FAO’s 
Director-Urneral, B H Sen, to state 
in his foieword to the report that 
‘’any sustained attack on the pro- 
iilem of hunger must come from a 
inuc li more rapid growth of food 
pioduction in the clc’vclopnig coun- 
tiies thcmsc'lvcs”. 

tStagnunl Lxporls 

Occr the peiicKl 1952-53 to 1961- 
62 exports of agricultural products 
from the developed regions increas¬ 
ed much lastei, both in volume and 
value, than from the developing - 
the so-called prlmaiy producing — 
regions. Of course, to some extent 
this reflects exports on .special 
terms, mainly from NoUh America, 
p g under U S PL 480 However, 
even if only commerdal expoits aie 
considered, the value of expoits 
from the developed regions increased 
li) about 13 per cent and that of 
those fioni the underdeveloired le¬ 
gions by only 8 per cent. In volume 
exports from both regions increased 
by a third over the period, indicat¬ 
ing a relative decline in the average 
price of exports from the undei- 
developed regions. 
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• tivtid was ' pailieuttti# In 
evldenos in 1^62 whra the votiubi 
of exports of each of the devdttoed 
regions was slightly lower titan 
in the year before, while that' 
o{ each of the underdeveloped 
regions, except the Near East, in¬ 
creased by about 3 per cent. Price 
movements, however, tended to ccMn- 
pleteiy offset these differences in 


tho volam M lixpom. trohd 
in the prices of agriofituru eXnOtta 
• of the develppii^ countries loads 
the FAO report to oontdude' that 
“earnings from agricultural exports; 
the main and the only source 
of foreign exchange of most develop¬ 
ing countries, show little likelihoM 
of growing at a rate commensurate 
with their needs of economic deve* 


^ *1,' ,, ‘•t ' V4, ' ■ I'l, - 

■ lopoMoi^ 

iduu|ily m-'o' per ei^: buds ^ 

the p^ doeale”' • . 

, Tidung all agricultural cipocta 
from, ti^ldped an^ ^ 

underdeve!<^d r^onsr. the mos 
conspicuous developoieut in 1^ 
was'the iherea^ in prices, of i 
number of commodities, in'particuTai 
sugar.. Although offset by furthe 
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' ‘i#’' ^ ^ 

to a.jlnoaii' 

in ^ k»^>t«ina fsliing n«ttd of 
tiho avornge {nii^ level ol aU agri* 
culnual (Mcporta However, ' tuese 
'pnce' incroMes were due almoit ex< 
lOlueively to epedltc factors attectiag 
the supply ot a few commodiUes 
and were, according to the FAQ 
reiiort, of a short-term nature.' The 
price of sugar, for instance, has 
started declining since May this 
year. On the other hand, “the 
longer-term factors which have 
tended to hold down prices, includ¬ 
ing the slow growth of demand for 
-mipiy .products, rapid increase in 
output and productivity and Govern¬ 
ment efforts to expand exports, all 
remain largely unaltered’’. 

Rroductivitr in Aaricultura 

The trends in agricultural produc¬ 
tion in the developed and the under¬ 
developed regions would appear to 
indicate that development is a com¬ 
posite process which cannot be con¬ 
fined to particular sectors. However, 
while a high level of labour pro¬ 
ductivity in agriculture is possible 
only in countries at an advanced 
stage of development, where the 
farm labour force is a small part 
of the population, there are a num¬ 
ber of instances of where high out¬ 
put per hectare has been attained 
in countries at a fairly early stage 





•Iniaouich Www is MbtSan to 
load, which, obtalji 4n 
moat uncterdevaloped coaotnes, it is 
' tfao oo^ut' per tiectare whuii has 
to he maximised. A comparison 
among dUferent countries bangs 
out tne wide range'of productivity 
. of land. Average yields of wheat, 
for instance, vary from about 4. to 
,40 guintals per nectare, a range of 
about ten-fold. For rice the range 
is about seven-fold. While such 
differences are to a large extent due 
to natural conditions of soil and 
climate, they imdoubtedly refiect 
also the technical .level of agricul 
' ture. 

I’he FAO Import devotes an entire 
chapter, to the study of the factors 
affecting the growth of productivity 
in agriculture. At the operational 
level, raising agricultural producti¬ 
vity is largely a technical poblem, 
principally of applying the know¬ 
ledge and techniques devised by 
agricultural science. Further re¬ 
search is also necessary, especially 
on the problems of tropical agricul¬ 
ture since hitherto agricultural 
science has been primarily concerned 
with agriculture in the temperate 
zones. Raising agricultural produc¬ 
tivity also requires the creation of 
an economic and social environ¬ 
ment in which farmers have the 
incentive and the means to put into 
practice better farming methods. 
The FAO report is rtot concerned 
with these technical and institutional 


of development. Thjs is an import 
ant point since under conditions of 

Indices of Per. Capita Agricultural Production 

(Atferaen 1952/53-1956/57 = 100) 


datennititabi of a^rieultiintl |inpdii» 
tivuy, hut jrathor 'wilb the uauortyutg 
muonue hictors and hence wita toe 
inter-rutatiOBs between agncu^tural 
productivity and economic develop¬ 
ment as a wbole. 

Use of FatlUoers 

In the final chapter however, tme 
of the principal technical tactors 
determinmg agricultural producti¬ 
vity is examined in some detail, 'lliia 
is fertiliser use which is termed the 
“spearhead of agricultural develop¬ 
ment An attempt is made to esti¬ 
mate the contribution of fertilisers 
to crop yield and typical response 
data for fertilisers are given lor ee- 
lected crops in a number of coun¬ 
tries. It is shown, for instance, that 
the yields of two staple crops, rice 
in Japan and wheat in the LlC, have 
increased phenomenally in the past 
few years and. show no signs of le¬ 
velling off yet. It is estimated that 
at least half of the increase in 
yields is attributable to use of fer¬ 
tilisers. 

Fertiliser use depends on a num¬ 
ber of economic and social factois. 
Principal among these are the price 
relationships between fertilisers and 
the crops to which they are applied; 
the level of income of the farmers 
and the conditions of land tenure 
which decisively influence the incen¬ 
tive to use fertilisers; and adequate 
credit and distribution facilities to 
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f'nSurc'that atippies di fertiliMT'^ are cktion of felrlili®ew, of thf ettntrol pa<lcs{i<i prdgiamnye, whSiife is orga* 

available to farmers at tlie right of diseases and posts in the more nised by the Government of Inma 

(iifiP. intensively niltivated erops. An effi- with assistance from the Ford Foun- 

Tbp effirieni Use ot fertilisei'- cieW agriculture expansion service dation and which is eventually ex- 

must'go hand in hand with the pto- is essential to provide these condi- pected to cover about X million 

vision of other inputs. Irrigation, tion.s its well as to bring home to hectares of land is quoted by the 

for instance, is a pre-requisite; so the farmer the value of fertilisers. FAO report as an example of an 

is the development of tiop vaiieties The fntensive Agrieuhural District integrated extension service essential 

whieh can benefit from largei appli- Programme in India, the so-called for agrieultiiral development. 

Book Review 

Small Industry 

Small-Scale and Household Indiwlries in a Oevelopina Economy : a Study of Their Rationale. Structure 
and Opcratnc (^onditiomi liy M C Shelly, Asm Publishing House. 1961, pp 2'2I, price 32 b 


\^ITH the possibilitirs for trans¬ 
plantation of the most advan¬ 
ced techniques, small-seale industry 
can no longer be regarded as the 
■■■natiirar' precursor to laige-scalc 
industry. Yet it ha.s a vital role in 
the developing countries, m redu- 
c ing unemployment and in provid¬ 
ing momentum for further develop¬ 
ment. Even ill the United States, 
with factor endowments so dilTerenl 
from India's,, small-scale enterprise 
IS impoitaiil; there the >>111811 cons¬ 
tantly lends to grow and beget 
other small enterprises. In Japan, 
on the other hand, there seem to 
be more continuous relationships 
between small and large industries 
through sub-contractmg aiiange- 
ments As Shri M U .Shelly poiiiis 
out, between large-scale, mec hanis- 
cd mass production and handicraft 
production there is m any couritiy 
a considerable range of ii>chinqiies 
which, though infenoi m elhcienct 
to the fonricr, can be economically 
and commercially viable 

Inslitutioiiul Hundicaps 
The instituticinai handic.ip-, of 
small industries an- well known 
lack of capital, managerial and 
technical skills and of a gene-rally 
favourable mdiistnal climate Hc- 
■side.s these general dilliculties, they 
face other obstacles springing from 
their very .small ne.ss The o[>eration- 
al conditions of small industries as 
well as their commeicial and tech¬ 
nological problems have been sur¬ 
veyed by Shetty through a field 
enquiry conducted m 1 Q.Sfi. cover¬ 
ing some 16 selected household and 
small-scale indtistriek (174 units in 
all) in 20 centres (.fi towns and 
15 villages) in the three tehsils of 
Daryapui, Ainravali and Morsi ol 
the erstwtfeiti# composite Pcombay 
.State In enquiry. household 
industries have been given a high- 
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er weightage than the small-scale 
ones. This was deliberate, for given 
the initial help, household indus¬ 
tries are capable of developing into 
viable small-scale units. The study 
covered all aspects of their day-to- 
day operation — capital, output, in¬ 
come, employment — arid other cha¬ 
racteristic s such as ownership pat¬ 
tern. woiking peiiod, marketing and 
sales, credit and indebtedness, pro- 
lilem.s c)f raw materials and organi¬ 
sation, training and research, im- 
piovemenU in technique.s of produc¬ 
tion and factors tending to laisc 
productivity and make the units 
more competitive. 

Household Units Neglected 

The c-ontrast between the 2H small- 
scale firms and the 146 household 
units covered is indeed striking 
'Fhe small-scale units typically have 
widei market areas, registering 
lelallvely more sales beyond the 
tehsil and district boundaries. The 
nidustiv Is pursued as a full-time 
occupation and then* is highci uti- 
lis.tliori of capacity They also make- 
gieater u«rf> of the wholesale trade 
.IS a markc>ting channel, extend trade 
cicnlit (or longer periods and re- 
ic>i\e payment m c'a.sh rather than 
111 kind. 

The household units, by compa¬ 
rison, rely heavily on the 'balutha' 
system of payments in kind More- 
c.vei. they ajipear to be influenced 
more cliiectly by the agncultural 
cycle This is suggested by the rea- 
VAis citv>d by household establish¬ 
ments foi temporary suspension of 
jiroduction: weather conditions, 

marketing difficulties and Jack of 
demand. The seasonality of demand 
geiicraled by agncultural income, 
and the substantial iion-monetary 
part of this income are factors that 
limit the incentive to invc-sl capital 


in rural areas. These factors im¬ 
pede the transformation of village 
artisans into small entrepreneurs. 

What are the pre-requisites for 
such transformation';’ The provision 
of h nance, transportation facilities, 
availability of quality raw material 
and arrangements for its hulk pur¬ 
chase and provision of common 
facilities and marketing asscstance 
' these are the factois which will 
enable them to raise their produc¬ 
tivity and their competitiveness. Pro- 
Msion of these facilitie.s will enable 
the household units to become eco¬ 
nomically viable small-scale units 
and the small-scale units, m turn. 
1o enlarge their size and improve 
iheir commercial viahilitj. 

Smaller Units Deprived of Rene li lx 

Unfortunately, Shetty points out 
much of State assistance goe.s to 
the relatively big sinali-seale units 
The jiresent official definition of 
small-scale industries ha.s no lower 
limit in respect of ca|iital or em¬ 
ployment. The dividing line between 
household and small-scale Industries 
is drawn in prarlice to exclude thow 
industries which are covered by the 
other all-India boards This creates 
(onfusion and. by and large, leads 
to the exclusion of relatively smal- 
lei units from the benefits c>f deve¬ 
lopment programmes. Many house¬ 
hold industries such as black.snnthy. 
carpentry, hrick-making, tan'ning. 
leather working, etc wliiih should 
qualify for assistance are precluded 
from faking advantagi> of assistance 
extended by the Small Industry 
Organisation. As Shetty say.s, “The 
chief reason for this, it would ap¬ 
pear, is the very situation of these 
industries in matters of organisation 
and resources — the lack of which 
precisely forms the raison d'etre for 
the formulation of special policies 
to help these industries'". 
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Tht Pkitadng CommUi^’s target of a minimum income^ of Rs 100 per motOK for a famify of fiue 
' %'I^7S>>76 would require ^ker a change-in-the pattern of income distribution or a rate of grouoh aubitan- 
' ^ higher than" t^ eratiaaged in the loag-tenn .projections given in the Third Flan document. 


V Conaidering the rates of growth achieved in the- past, it is clearly unrealistic to assume a higher rate 
' of growth far the Fourth and Fifth Plans than that envisaged in the long-term frajecthns. Even to realise 
' growth rale would call, for t stupendalua effort, - . ' 


If, however, the pattern of distribution of tneome could be changed so that the shara-of the poorest 
20 per cent of the population in aggregate consumpiion njeas raised from about 7.9 per cent in 1961^62' to !).S 
per cent in 1975-76, the long-term rate of growth envisaged in the Third Plah could yipld an tiverage anmsdl 
t: income of Rs l,p00 per family for KAu stratum of the popula^n in 1975>76. 


j^BpRESSING the planning forum 
(4 a Bombay College on October 
3, 1W3 Shriman Nanayan is report¬ 
ed to have said that the planners 
had, lor the first time, adopted the- 
• target'of ensuring a minimum level 
of earning capatity to the people so 
that they could have a minimum 
standard of living. “It would be our 
earnest attempt”, he added, “to plan 
.it) such a fashion that no family in 
this country should earn less than 
Rs 100 per month by the end of 
tile Fifth Plan”. Since the speaker 
is a senior member of the Planning 
Commission,' the above pronPunce- 
ment may be considered an autho¬ 
ritative statement of the goal set for 
the Perspective Plan (1961-75). It 
may be recalled that in the Third 
Plan document it had been stated 
that “in the course of the next three 
years it is proposed to devote sub¬ 
stantial resources to the preparation 
of an over-all plan of development 
coi^cring the period upto the end of 
the Fifth Plan”. It seems that the 
work on the Perspective Plan has 
progressed to the stage of setting 
the major, over-all target for it. 

It is very appropriate to think 
and plan in terms of an assured 
ffiinitpum income for all. The target 
of a minimum of Rs 100 per month 
for a family of five at tlie end of 
1975-76 is by no means modest, 
though' .Shrimanji, very modestly, 
described it- so. It means that, in 
about' 12 years, |be .hundreds of 
millions of agricultural workers,, 
landless and .land-poor ptjasants, 
artisans, unskilled ahd casual work¬ 
ers, etc, would he able tb afford a 
level of living comparable to that 
of a Central Govemmfent ^n to¬ 
day, Thje peon, though vory low paid 
compared ,to officers or even clerks,' 
is in quite affluent circumstances 


compared to the vast numbers in the 
poorer strata. No one expects pover¬ 
ty to be abolished in India by, 1975- 
76; it would be a great step for¬ 
ward if even misery, in the sense of 
lack of barest hecessities of life, 
could Be banished By that date. An 
assured minimum income of Rs 100 
per month for all families, if sup¬ 
plemented by a reasonable exfian- 
sion of social services, would go a 
long way towards-abolishing misery. 
Clearly it would he a great achieve- 
ment if the target is reafised 

Long-tenn Projection* 

This target, however, does not 
seem to be feasible on the basis' of 
the long-term .projections given in 
the Third Plan document. In the 
chapter on "Long-Term Develop¬ 
ment”, it has been slated that “at 
1960-61 prices, the national income 
should raise from about Rs 14.500 
crores at the end ol the Second Plan 
to about Rs 19,000 crores at the end 
of the Third Plan, about Rs 25,000 
crores at the end of the Fourth and 
about Rs .33,000 to 34,000 crores 
at the end of the Fifth Plan”. This 
order of growth cannot yield a mini¬ 
mum familv income of Rs 100 oer 
month hy 1975-76 except on rather 
unrealistic assumptions regarding 
the distribution of personal income. 
The argument is presefited below. 

The first step in the exercise is 
to estimate the gross national pro¬ 
duct (GNP) corresponding to the 
anticiDated national income of Rs 
34,000 crores in 1975-76, 

The Central Statistical Organisa¬ 
tion (CSO) has estimated the 1960- 
61 net national product at factor 
cost Cnational income) , at Rs 14.160 
crores and the net national prodtict 
. at market prices (NNP) at Rs 
15,350 drore*^, ITie latter is 108.4 


per cent pf thP former. On the ius- 
suroption of constant 1960-61 priees 
and costs, the two must grow at the 
same rate, thtu is the 1%0-61 rela¬ 
tionship between the two must <k>n- 
tinue to hold good- On this bask, 
the NNP corresponding to the aatio- 
' nal income of 'Rs 34,000 crores In 
1975-76' works out to ' Rs 36,8^ 
crores. 

Capltsl Connuaiption 

pre CSO has estimated capital 
consumption jn 1960-61 at Rs 91t 
cTc^es®. This is most probably an 
over-estimate but, no other esti¬ 
mate being available, may be adopt¬ 
ed. In the Third Plan document ag¬ 
gregate net investment over the 
Third, Fourth and the, Fifth Plan 
periods has been estimated at Be 
52300 crores*. On tlie assumpttoa 
that the structure of investment in 
the Fourth and the Fifth Plan wopid 
be broadly the same as in the Third 
Plan,, about one-third of the above 
amount, i e Rs 17,500 crores, may 
he accounted for by plant and equip¬ 
ment and the balance, i e Rs 35,060. 
crores, hy construction. If capital 
consumption is allowed on plant 
and equipment at 5 per cent per 
annum and- on other assets at 2 pOr 
cent per annum, the increase in 
capital consumption allowances con¬ 
sequent on the Rs 52,500 crores in¬ 
crease in the stock of re»I capital 
would amount to Rs 1.575 crores. 
Adding this to the estimated capital 
consumption in 1960-61, the esri- 
mate for 1975r76 wOrks out to Rs 
2,487 crores. 

The estimated canital consump¬ 
tion allowance of Rs 2.487 crores 
added to the estimoted NNP of Rs 
36,856 crores yields Rs 39,343 crores 
as the estimated ONP in 1975-76. 
As the above calculations are necee- 
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itiMeUy the AiDDunt . 

1% rounded to ra 40,000 crores. 

The next step is to work out the 
structure of GNP in 1975-76 on the 
basis of data provided in the Third 
Plan docuraent and in the CSO 
National Income Estimates 

In the. Third Plan doi'ument, net 


ih'vestinent in 197S>76 haa been Mti* 
mated at 19-20 per cent of national 
income. At W cent of the esti¬ 
mated national income of Rg 34^000 
crores, it will work out to Rs 6,800 
crores. Adding this to the estimated 
Rs 2,487 crores of capital consump¬ 
tion, gross capital formation would 
amount to Rs 9,287 crores. This 


wiodb oitt. to ahottt ,j2S 
the climated GNP in ISra-TO. 

As against the estimaled net In¬ 
vestment of 19-20 per cent of natio¬ 
nal income, domestic saving in 
1975-76 has been estimated in die 
Third Plan document at 18-19 per 
cent of national income. The gap 
of 1 per cent of national income 
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ftutids^ This will woiic out to a slight* 
\f lower percenttge in tetnts of 
CNP. For the purpose of the pte* 
sent rough exercise, ^ import sur- 
idus may be taken at 1 per cent of 
UNP. 

PaUic Coasiitnpiion 

There has been a considerable in¬ 
crease in public consumption, i e, 
government purchase of goods and 
services for current purposes, since 
1950*51. The data are presented 
below: 

(Rs Crores) 
1950-31 1960-61 

(1} National income 9,530 14,160 

(2) Indirect taxes leu 

subsidies 300 1,190 

(3) N N P (1+2) 10,030 15,350 

(4) Capital 

consumption 640 910 

(3) G N P (3+4) 10,670 16.260 

(6) DeJence 

expenditure 188 297 

(7) 6 at % of 5 1.70 1.80 

(8) Civil 

Administration 371 839 

(9) 8 as % of 5 3.50 5.20 

(19) Aggregate public 

consumption 

(6+8) 539 1,136 

(11) 10 as % of 5 5 20 7.00 

Defence expenditure as a per¬ 

centage of GNP showed a very mat- 
ginal increase between 1950-51 and 
1960-61. The percentage increased 
from 1.7 in 1950-51 to 1.8 in I960- 
61. Since the Emergency, however, 
defence expenditure ha,s been ex¬ 
panding fast. The net budget pro¬ 
vision in the current year stands at 
Rs 867 crores. It is not possible to 
project defence expendituie with 
any degree of assurance Foi the 
purpose of the present exercise it 
may he as.sutncd to double in 
the next 12 years, rising to about 
Rs 1600 rrore.s in 1975-76 This 
would be 4. per cent of the estimat¬ 
ed GNP 

The rurrent expenditure on civil 
administration increased from 5.5 
per cent of GNP in 1950-51 to 5.2 
per cent of GNP in 1960-61 The 
trend is likely to continue. The 
country has yet to go a long iray 
in the matter of creating an ade¬ 
quate system of social services — 
education and health, sports and re¬ 
creation, social security and welfare, 
etc. If the minimum basic needs of 
the poorer strata have to be met, 
improved personal consumption will 
ne^ to be supplemented by expand¬ 
ed public consumption. As a mini¬ 


mum, it tiuty b« auttm^ that ear- 
rent expen^ture on civU «^inis* 
tration would rise to about 8 per 
cent of GNP by 1975-76. 

Adding defence and civil expen¬ 
diture, the total public consumption 
would work out to 12 per cent of 
GNP in 1975-76 as against 7 per 
cent in 1960-61. 

Structure of GNP 

It follows that the structure of 
GNP in 1975-76 may be anticipated 
as under: 

Per Cent of G N P 

(1) CroM domestic capiul 

fonnauon 23 

(2) Export surplus (—) 1 

(3) Public consumption 12 

(4) Personal consumption 66 

(5) G N P 100 

At 66 per cent of G N P, the 
aggregate personal consumption in 
1975-76 would amount to Rs 26,400 
crores 

An attempt may now be made to 
work out, on the assumption of the 
existing distribution pattern, the 
average personal consumption ex¬ 
penditure among the poorest 10 per 
cent and the poorest 20 per cent of 
the households in 1975-76. This 
requires sufficient knowledge of the 
existing distribution pattern. Un¬ 
fortunately the available informa¬ 
tion 18 neither very adequate nor 
very reliable. The latest on the 
subject has been the August 26 
statement of the Minister of Plan¬ 
ning m the Lok Sabha The state¬ 
ment is based on the findings of the 
17th round of the National Sample 
Survey (N S S) for the period Sep¬ 
tember 1961 to August 1962 A 
major weaknes.s of the data pre 
sented in the .slalcnient is that these 
lead to an estimate of aggregate 
jjersonal consumption that i.s short 
of the estimate based on the data 
presented in the Third Plan docu 
ment and the C S 0 national income 
estimates by a wide margin 
NSS and CSO Data 

According to the NSS data, pei 
lapita daily consumer expenditun 
averaged 70 nP for the total rural 
population and 101 iiP for the total 
urban population. According to 
the 1961 census, the rural popula 
tion numbered 359.77 million and 
the uiban population 78.84 million. 
On the basis of daily average of 70 
nP per capita, the annual consump¬ 
tion expenditure for the total rural 
population works out to Rs 9,102 


crorm. 13 m estjauite ior the total 
urban population on the baafe 
of daily average of 101 aJP 
per capita, worb out to 2,906 
crores. The amount for tiie .entire 
population adds up to Rs 12,098 
crores. 

The national income estimates by 
tlie CSO, however, yield consider¬ 
ably higher estimates of aggregate 
personal consumption for i96U-6l 
and 1961-62. In arriving at these 
estimates, the estimate of Rs 1,600 
crores of net investment in 1960-61 
given in the Third Plan document 
(p 59) has been adopted. In the 
absence of any estimate for 1961-62, 
in lino with the normal expectation 
in regard to the first year’s perfor¬ 
mance, it has been assumed that 
net investment in this year would 
be about one-sixth of the total for 
the Third Plan period. On this 
basis net investment in 1961-62 has 
been taken as Rs 1,700 crores. The 
estimates are presented below: 

(Rs Crores) 

_ 1960-61 1961 -62 

(1) Net national 

product at 

market price 15,350 15,910 

(2) Export surplus (-)420 (-)290 

(3) Net domesUc 

capital formation 1,600 1,700 

(4) Public consumption 1,136 1,294 

(5) Personal 

c-onsumption 13,03-1 13.206 

(1-2-3-4) 

The above estimate of aggregate 
personal consumption in 1961-62 
is higher by about Rs l.lOO crores 
than the estimate worked out on the 
basis of the NSS data. 

It is common, for well known rca 
sons, for the people in the uppei 
income brackets to iirideistale thcii 
income and expendituie. It seems 
that the NSS data ahso leflecl this 
bias. That the NSS estimates of 
the national av-erage per capita daih 
expendituie are on the low side is 
perhaps, mainly due to this. It is 
also on account of this bias that 
the NSS data, perhaps, swuewhat 
understate the degree of inequality 
in living standards. That the aver¬ 
age per capita consumer spending 
of the richest 10 per cent of the 
jKipulation should be less than 9 
limes as high in the urban area.s 
and Only 61 times as high in the 
rural areas as that of the poore.sl 10 
pp,r cent of the population seems a 
little too good and at variance with 
('oromon observation 
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‘ ^ I*. vUllf- 0 llw -idMiV*,' in 
amt «WKaa?/ ' la workii^ out 
.{MSf^Uge. siattt ^ the poorest 10 
par Oent, nnd the poorest 20 per 
Ottit in the aggregate consumpt^, 
only a ^partial use of the NSS data 
hai been made. Total consumer ex* 
pmditure of the poorest 10 .per 
eei^ and the poorest 20 per cent, 
of tte population in 1961*62 is' esU* 


jin ,• fhp W ^i»sp4^' * 

tido.figares of iite 1961 oin^ 
the per ‘CMita daily cohmiiuer «* 
penditure ngurea yielded by the 
NSS 17lh round (Septeiabcr ,1961 
to August 1962). -Aggregate perso, 
nal consumption in 1^1-62'is takeh 
as ;totin;iated above on the basis of 
,the CSO natiohal btamo esHmales, 
On this basis the peroentage ac- 
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‘Aefcordifii'/ 
poorest, 10 p0 josdt ^' 0 T00 

population ^d .an ,av«aaie 
per c^ta cOnsuitaer sopeoditttMi 
27 nP. This t*orka httt to ’Ss wJM, 
per annum, TAq peic cant ol the rUHil 
population wOuld be ' *35,9*77^000. 
persons.. Their tobd conaunfflr ex>< 




. trains hurtle across the new Brahmaputra Bridge, connecting Amingaon 
and Pandu. When on 7tb June 1963, Prime Minister Nehru fonpally 
opened the Saraighat Bridge, wholly Indian in design and execution, it 
marked the culmination of a plan first thought of in 1910. 
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Work commenced m November 1958, and it took-Rs. 10.6 crores and 
nearly four years of round-the-clock effort to throw the bridge across the 
mighty and turbulent Brahmaputra. 

When the first goods train travelled over the bridge on 31st October 1962, 
it heralded a new era in the fast-developing economy of north-eastern 
India. For the first time, an all-rafl-cum-road link was established between., 
the tea gardens and the oilfields of Assam and the rest of the country. 


No less than 4.2 million cubic feet of concrete, 40,000 tons of cement and 
14,000 tons of steel were used to build the lO-span, two-tier bridge with 
a roadway on top and rail tracks below. Of about 11,000 tons of vital 
mild and high tensile steel required to build the girders of the bridge, 
about i50 per cent came fron> the steel works at Jamshedpur. This is yet 
an'other example of Tata SteeUnthe service of the nation. 


Giys FREELY TO THE TATA STEEL 

national p£F£NC£ FUND 

‘Vi.. , . • Th« T»u Iren and St««l Cyhlpany LimHta 

S' , ' ' 
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; iwt\i<^ !»***«>» <*» po#’*’ 

Mop^is ;3i^ n^ par i^it« |>^ day. 

‘ 12045 ^,r annum, 

: ‘ '$^Si pw cent of«^ urban popala* 

’ «kba wcMld: be 7.8^,000 pbrsoaet 
,TMr , a^lcegate coiiwtti^ expencti- 
tdn wotjks'out to Ra 95,0 crores. 
^*Th«'amount for both the, rural and 
' ' tbe whan poorest 10 per cent of 
fitb popul^ttion adds up to Rs 449.5 

* bnnne. TUs is 3.4 per cent of the 
aggpegate peV^al consumption 
estimated at .about Re 13^00 crores' 
for, 1961-^2. . J 

. The NSS figure for the poorest 
2p per cent of the rural population 
id 31 nP. The annual expenditure 
per capita >vork8 out to Rs 113.15. 
Tlfo total annual expenditure for 
die entire group cpmes to Rs 814.1 
cror^ The figure for the poorest 
20 per cent of the urban population 
' is 40 nP. This is Rs 146 per annum. 
The total annual expenditure for 
'y, the entire urban group works out 
to Rs 230.2 crores. The amount for 
both the rural and the urban 20 
per cent of the population adds up 
to Rs 1,044.3 crores. This is 7.91 per 
cent'of the estimated aggregate per- 
aonal consumption. 

Too Ambitious 

On the assumption of tlie exist¬ 
ing distribution pattern, the consu- 
mer expenditure of the poorest 10 
per cent of the population in 1975* 

, 76 would work out to Rs 897.6 
crores and that of the poorest 20 
per cent to Rs 2,088.2 crores. .The 
Third Plan document has estimated 
■total population at the close of the 
Fifth Plan period at 625 million. In 
terms of ,an average family Of five,, 
this means 125 million families. The 
poorest 10 per cent would number 
12.5 million families and the poor¬ 
est 20 per cent 25 million families. 

' The average consumer expenditure 
per family per annum- would work 
out to Rs 7l8 for the poorest 10 
per cent and to Rs 83.5 for the poor¬ 
est 20 per cent. 

In no country do the poorest lO 
or 20 per cent of the population, 
taken as a group, do any significant 
saviog. Their income more or leas 
e(|uals their consumption. The long* 
-tenn development as envisaged in 
TSilnd Plan document'may, there^ 

. fore, be taken ttf imply average 
annual income in 1975-76 pf only 
‘' Rs 718 in the case of the poorest 


< bwd ,mA' only Ri. > ^ 

.' the '"cam «{' .29 pat‘ vtm'm 

Ui« .fwailiaii This vmrin out tp o«ly 
. about Rs'fiO and ifo 70 par maoU 
'for the two gi9U]a, respecuhdy. Tlila 
is nowhere near tbe target of an 
aMiwed minimum fondly income of 
Rs IQO per month. 

On tke basis of the NSS data, 
the consumer expenditore ifbr the 
poorest 10 per cent ,of the pe^. 
lation ' numbering 43,861,000 pen 
sons was estiinated shove at Rs 
449.4 crores for lwl-62. This works 
out to Kb 102.5 .per capita qr Rs 
, 512.5 for a fomiIy«of five. The esti-. 
mated increase in the average fami* 
iy income of this group to Rs 718 
in 1975-76 would mean an improve¬ 
ment of only 40 per cent as against 
that of 134 -per cent .required to 
achieve an average annna] family 
income of Rs 1,200. 

Even H the minimum income tar¬ 
get is interpreted to mean average 
family income of Rs 1,200 per an¬ 
num for the poorer 20 per pent of - 
the population (which Would imply 
large numbers below, this level «■ 
family income),' the short-fall im¬ 
plied in the envisaged long-term 
development outli'ned in the Third 
Plan document still remains very 
large. On the basis of the NSS data, 
tbe average consumer expenditure 
of the poorest 20 per cent of the 
population works out to Rs 119 per 
capita or. Rs 595 for a family Of 
five in 1961-62. Tlie estimated 
increase in the average family itv- 
come of this group to Rs 835 in 
1975-76 would mean Sn improve¬ 
ment of only 40 per cent as against 
the improvement of a little over 100 ’ 
per cent required to achieve an 
average family income- of Rs 1.200 
per annum.’ 

Higher Growth Rate Neceasary 

The plain fact is that if the dis' 
tribution pattern remains unchan¬ 
ged, the Rs 1,200 per annum target 
■ for 1975-76 would require a very 
much highqr rate of growth than 
envisaged in the Third Plan docu¬ 
ment. Would it be realistic to as¬ 
sume a great 'speed-up ki economic 
development? Economic growth 
owr the first half of, the Third Plan 
period does not warrant any such 
Optimism. In fact there is . every 
likelihood now of a considerable 
short-fall in the realisation of the 
Third Plan tayget for national in- 
oomt. 


Tho tadifoiud foccaao target. «l 
R* 19^ crorm in 196^ . af.- 
i960y61. priote \fas based on |[he 
assumplibn that national income 
wak ItB 14,500 crpies in die, bane 
year , arid that it would grow by 
about 31 par cefflt over the five year 
’ period. Actually the national in¬ 
come itf -1960-61 turned out ,to be 
■Ra 14,160 crores i e lovter by .R$ 
340 grores compared to the ^ligu^e' 
asaumeit in the Third Plan. If the 
short-fall in the base yarn is to be 
made good, national income over 
the Third Plan period miHt grow 
by 34.2 per cent sis against 31 per 
cent' anticipated in the Third Rian 
‘document. This works out to- a 
cumulative annual rate of a little, 
over 6 ,per cent. The actual rate of 
growth during the, first two years 
has-beep less than haH this rate. It 
seems unlikely that- over the Third 
Plan period, national income will 
grow by, more than 25. per cent ot' 
so. This would' give a total of 
about Rs 17,700 crores aA agaimt 
the target of Rs 19,000-crores, ■ 

‘ It will not be easy even fo make 
up this shortfall during the next 
two plan periods. In' the long-term 
projections given in the Third Plan 
document,, natior^al Income was en¬ 
visaged to grow over the Fourth" and 
the Fifth Plan periods from Rs 
19,000 crorCs to Rs - 34,000 crores.^ 
i e, by 79 per cent. This Works 
out to a cumulative annual jate of 
growth of about ,6 per cent. If the 
likely short-fall in the Third Plan 
period is to be made good, the , rate 
of growth would need to be somch 
what higher. This rate is very much 
higher than those experienced so. 
far. Over the First Plan period, 
national income in real terms in¬ 
creased-by 18.5 per cent, a cumula¬ 
tive annual rate of 3.5 per cent 
Over the Second Plan period, natio¬ 
nal income increased hy 21.6 per 
cent, a cumulative annual rate of 4 
per cent. In the Tliird Plan period, 
the increase in national income is ' 
unlikely fo -exceed 2S‘ per cent, i e , 
an annual rate of about 4..5 per 
cent. The climb to 6 per cent 
annual rate of growth 6yer the 
next two Plan periods wot|h|;^t be 
an easy asc^t. It would 
stupendous effort to loosen mlwii,- 
of th^ present formidable constraints 
on econoniic growth. Silch an 
effort is nowhere in the offing. A 
thorough, objective gnd scieritific 


S » 




VISION— of th« Government of India to plan for the manufacture of machine tools In the Public Sector to meet the 
industrial needs for "Machines that make machines". COURAGE— to go into the manufacture of machine toois against 
the opinion of experts who considered the project economically unsound and doubted the ability of the Indian worker to 
acquire the necessaiy skill. DYNAMISM— of the workers and management of HMT whose resolution and hard work made 
such an unparalleled success of the two machine tool factories and the high precision watch factory at Jalahalll, and their 
continued determination to gift the nation a now factory every year. 

On the ESrd October 1963 the Prime Minister opened another HMT Factory, a Public Sector pro]e^ at Pinjore, 
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*aaiyi|iB of tfiMe ootistnmta i« o 
oofi^oa pisaoedent to audi on 
tiroit, sn anafysig, tiowever, 

i«. yet to natemlise. As it i«, it 
■would iK stiry optimism to bank on 
a higher rate of igrowth than that 
envisaged in the long term projec¬ 
tions. Let it first he demonstrated 
diat the economy can, and shall 
grow, at least at the rate envisaged 
in the Hjird Plan document. 

If it is considered unrealistic to 
assume a rate of growth higher than 
that envisaged in the Third Plan 
document, a possible way to improve 
expectations regarding the average , 
annual family income of the poorest 
strata would be to plan for greater 
equality in income and consumption 
distribution. If, for instance, the 
share of the poorest 20 per cent in 
aggregate personal consumption 
could be raised from 7.91 per cent 
as at present to about 9.5 per cent 
in 1975-76, the total consumption of 
this group would work out to about 
Rs 25,080 crores, i e an average of 
about Rs 1,000 per annum pei 
family. This much improvement in 
the distribution pattern would not 
be an easy task either. There are 
formidable political, administrative 
and other difficulties in the way of 
the pursuit of egalitarianism. And 
some of these difficulties have tended 
to grow rather than weaken in re¬ 
cent years. The above order of 
improvement in the distribution 
pattern would not, however, be im¬ 
possible provided measures for this 
are carefully thought oiit and effer 
lively implemented. 


cm d»i^(g)a»at -would ho iNtqBired 
even to nalise the -rate of growth 
envunged in these projections. 

(4) If the existing distribution 
pattern could be improved to the 
extent of raking the share of the 
poorest 20 per cent of the population 
in aggregate consumption from the 
estimated 7.91 per cent in 1961-62 
to about 9.5 per cent m 1975-76, 
the long-term rate of growth envis¬ 
aged in the Third Plan document 
would yield the poorest 20 per cent 
of the population an average annua) 


income in dmt year of about Ks 
1«000 for a family of five. 

It would he legitimate, to assume 
that befcHre the Planning Gnnmis&ion 
accepted and announce the target 
of Rs 100 per month as the mini¬ 
mum family income by 1975-76, 
they must have undertaken die 
necessary studies to satisfy them¬ 
selves about its feasibility and to 
work out its imjilications. In order 
to carry conviction, there is need for 
the {fanning Commission to be a 
little more communicative on the 



n towards progress . •. 


India SteaBnhip Oo.» Ltd., has 
a steady rsoord of profiaM... 
Since independeii^ lU ton¬ 
nage hat increased from about 
85,000 D.W. tons to over 
200.000 D.W. tons—more too- 
nage being still on order. 

Its services are also extending 
to various trade routes. After 
initial consolidation in the 
[ndia-U.K.-Continent trade— 
the Company entered the 
Indo-Sovim service to the 
Rutsieo Black Sea ports in 


19i6 and later to Rumanian 
ports. In 1959 the Company 
forged still another link in the 
oversees with South Americn, 
and in 1960 it nttended ha 
service to Poland. 

Their experienGe and rapuia- 
tion for fait, effloient and 
dependable aefyiee buih on the 
personal eare given by their 
experienced offl^ and craw 
to the cargo entmated to them, 
have earned them the goodwill 
of their cuitomen. 


SHir 

•V INDU mAMSHIP COWAKT 
un/TED soa m caioo casi. irnasNcr. DinNOAeiurr, 
SPKD AND nOOEAN SHITS WM.T TO SUIT THE NODS OT THI TEAM 

A 

nr iHimNO with india mAHtMin compmct. 

TOU W1U ALSO NSUT TO COHMSYt TOntMN 
■XCHAHOI TOR INMA 


Conchiuons 

The following conclusions emerge; 

(1) It is very appropriate to 
think and plan in terms of an as¬ 
sured minimum family income or 
consumption for all. 

(2) The target of a minimum in¬ 
come of Rs 100 per month for a 
family of five reported to have been 
set by the Planning Commission for 
1975-76 IS far too optimistic in re¬ 
lation to the existing distribution 
pattern and the rate of growth en¬ 
visaged in the long term projections 
given in the Third Plan document 

(3) As things stand at present, 
it would be unrealistic to assume a 
higher rate of growth than that en¬ 
visaged in the long term projections. 
A stupendous effort based on proper 
analysis of the existing constraints 



INDIA STEAMSHIP CO., LTD. 

*IRBU STfANSNIP NOSSi’* 

II. OLD COURT HOUSi STRggT. CALCUTTA-! 

MMAphr di«so. 

__LIOMtL EDWARDS (PRIVATE) tlMITlD 
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Shaiimar Industrial Finishes sh«iim»r p.int 

otters you ■ yide 

tjnfe of Induitnat finishes. reSdV->«scl« or specially formulated 
for stovutg, alr'drylng, dipping attd spraying; lltho vamithee and 
sund Dili, (ne'resittant paints, epoxide chemical-resistant paints, 
wise enamels and insulating vatiiiahes and compounds. Like every 
Sbtlimer product, ShallmeT Industrial Fmishea bring you the aom of 
four decisive elements — resources, research, kttow-how, quality 
control—that guarantee superior nuallty and peiforniance. 


patf^nders in paintmaking 
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Role of the GIA lit American Foreign Policy 

B Afa^eahwari 

Nothing succeeds like success. On the occasions when it has manifestly jaUed in its muston, the U S 
Central intelligence Agency has attracted severe critietsm, though on othei occasions when u has been 
successful tl has been applauded for activities which are, in principle, far outside the scope of asi intelligence 
agency, and which, in practice, have the gravest implications }oi (J S foreign relations. 

Its successes and failures apart, the fundamental question raised by a study of the functioning of the CIA 
is whether an intelligence agency should be allowed to formulate and execute high pilicy The British answer 
to this question has 'been that the acquisition, interpretation and utilisation of intelligence arc three distinct 
functions and .should be the responsibility of different agencies. 

The V S experience with the CIA underscores the .wisdom of this view. The operational rale of the 
CIA is dangerous. Moreover, the existence of this “.stale within a state”, unaccountable and uncontrolled, and 
Us active and often independent involvement in foreign policy may lead to a situation m which the nature 
of U S democracy, the powers of the Congrc.ss and the President and the effectiveness of ptihlie opinion are 
all fundamentally affected. 


'J'HE Cential Intelligence Agemy 
ih an organisation which i" 
shiouded in mystery. Seeiecy its 
main principle in all respects — its 
planning, operations, personnel and 
budget None, meliidmg the all¬ 
knowing Congress, knows foi defi¬ 
nite the size of its budget, which is 
estimated on the lower side at 
$ 500 million and on the higher side 
at $ H,(K)0 to $ fi,0<K) million; or 
of its staff, which is supposed to be 
between 20.000 and 60.000 The CIA 
IS all-pervasive and all-eompiehen- 
sive and both its friends and foes 
are impiesed by its capaiity and 
eoverage of the intelligence network. 
J ('hernov m New Times (Moscow I 
of August 1960, compared the CIA 
With the Nazi espionage set-up and 
admitted that it (olleeted all types 
of information Andrew TiillyV 
‘“CIA: The Inside Story” (1962) is 
extremely leadablc and intere.stmg, 
but at the same time apologetic and 
boastful of llie lecoiil of the CTA 
Descnhmg the well-known Cl A ex¬ 
ploit of the Herlin Tunnel, he says. 
“The CfA is equipped iiileliectu- 
ally. financially and n|icrationally 
to add more surress lo its record 
(p 7)” Hut as lie himself admits 
iheie is a debit .side lo this baJaiicR 
sheet, llie CIA “has committed 
hliindeis in Itolh judgement and 
operations since its establishment” 
and “sometimes its mistakes have 
been dangcioiis enoiipli to threaten 
W’oild peare tp 7)'" llansoui Bald¬ 
win of the New York Tunes wrote 
in 1956 that CIA “engages in acti¬ 
vities that, unless earefullv lialaneed 
and well eveeiited, ccnilil lead to 
political. psychological and even 


nulitaiy defeats and even lo changes 
in our form of government" 

The importance of intelhgence 
collection has been recognised and 
accepted by the world sinee the days 
of Kaiitilya Adequate intelligence 
IS essential in the world struggle ol 
to-day and the CIA has a vital role 
to play in this sphere. Rut the 
trouble arises when it attempts -to 
cross the legitimate limits of its 
activity and fails. There is much 
tiiith III the re[x>rted statement of 
the former CIA director. Allen 
Dulles, that “the only time the 
people pay attention lo us is when 
we fall Hat on our face” and in 
lecenl years this ha.s been lather 
more frequent The U-2 cqiisode 
and the Cuban invasion (1961 I 
were disastrous foi woihl peace, for 
American foreign policy and al.so 
ior the CIA. which was then sub¬ 
jected to a sobej and penetrating 
assessment. 

Rale Hs Kin|(-Maker 

Theic have bc'en seveial other 
occasions when the fJA was (mind 
meddling in foreign affaiis, but then 
American puhlie opinion did not 
])ay any heed because the CIA had 
achieved successful results A brief 
cnumeiation of c-eitain c-venis will 
show that interference ui the inter¬ 
nal affairs of other countnes is an 
old habit of the CIA; it has had 
no qualms about adopting «iieh a 
course whenever, in its opinion, il 
was necessary to combat the forces 
ot Cximmunism It is now widely 
known and publicised that the CIA 
played a key role in the overthrow 
of the Mossadeq Government in 
Iran in 1955. CIA strategy and 


dollars were behind the people’s 
levolt against him, and it has been 
active in the king-making since then. 
In 1954, the, CIA caused the fall of 
Aihen/ Guzman in Guatemala and 
the American people expressed their 
gratitiule to the CIA for saving the 
Western hemisphere from the ‘Com- 
muiust menace’, However, this 
proud leeord has many ‘black 
entries', which landed the United 
Stales and her people in trouble. 
People with inside knowledge hold 
that the CIA was a potent factor m 
shaping the China policy of the U S 
and It provoked the Red Chinese to 
bombard the islands of Quemoy and 
Matsu during 19.54-5R. The CIA 
activities in supporting the opium- 
glowing Chinese exiles in northern 
Burma lesulted in the worsening of 
U S-Burmese relations. All this 
was. however, done without even the 
kiiow'ledge of the American Ambas- 
sailoi in Rangoon, who first issued 
an ‘unequivocal denial’ and later 
resigned because he had been ‘hood¬ 
winked’ It is also pulilic know¬ 
ledge now that the CIA had its hand 
in the oveithrow of the neiilrali.st 
government of Souv'anna Phounma in 
Laos in 1960-01. Tins led to the 
I.aotian crisis and later on. the four- 
leen-nation (ieiiexa conference wa* 
left with no choice hut to re.rommend 
appointment of .Souvanna Phouma 
as premier and the US accepted 
fh(‘ pi,in of a neutral Laos, 

The trouble in such cases arises 
mainly out of wliat -Andrew TuUy 
calls “the (BA’s traditional un¬ 
willingness lo do business with any 
but the forC-e.s of the fai Right” It 
refused to do business with any 
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tmBt ' cotas^etod > 

.b9 ooti^miQUnist. In ik 

cnl^a^' Conuttuniinn, it .M* 

{used, &'s^ ‘ any virtue in several 
'progrmive, sociaUst, liberal and 
deiriocratic moveinents in the world, 
ll'i^ortjinately, both the DulleS 
I>rotfaer«, Foster and-Allen, cdncur- 
• i«d in this' view and the CIA domi¬ 
nated the American .foreign policy 


, aA haa 

nation' with, idi^mips' of 
worst typos in diff^nti^ countries, 
only because mese dictatoift appeal' 
ed to be stanOch’ anti-conutuinists; 
fJnmindful Of the people’s welfsre, 
these CIA stooges prepared the path 
for the ultimate victory of the com¬ 
munists. 



TAiwdiio/’oo«wtthld''6 llltilM 
1961 ^the Uojjf aeid^tlfe €di^ 
invasion. Thej^ Wpn fatal mistahha 
o£ jadgement aperatSoniil o/; . 
gannation and rpoked the worldi 
The Ameriean -puhlie a sudden ■ 
jolt and seyera] inquiries .Were or- ’ 
dered to find out w^hat was wron^ 
with- the CIA. When thp Soviet^, 


Work as you have never 
worked before, whether your 
job is in the field, factory 
or office - producing- 
twice as much-as before' 
and then SOME MORE. 

Remember, your hard 
work gives more strength 
to the nation’s defence. 





WORK RESOLUTELY 



; - for Greater Production, Stronger Defence 




'■fim '4Mlt.; the' pec’ mw%' w''€|A '€ * Fdit,' Gi&reli 

B (t^) en4 lo%li 

9 * _»_ L J _^ 


« aKnty th«t-lt,wB« > woi^tbttr^ 

, fccoiifhitiMim^ ])iea», Viae' aed. 
Bocs in a book, ^air” 

have given a ’grajA^o picture of. h*w 
Events ipeved dating tbece daya end r 
it ibdinatea that Ae CIA wai not , 
,, prepared lot andi.. an anaq>ected 
ioltt In odter words, An implica* 
lions and consequences ed.tfae flight 
were, not properly and throughly 
1 Considered* It was a tnistahe ' to , 
send a spy xoisdon of such a na* 

’ tare’ bn Ae 'eve of a SninAit coii*’ 
ference, and Ae CIA's expranation- 
that weather ccAditions d^rtnined 
.Powers' flight on that particular 
day is uticonvincAg and naive, ' 
particularly in Ae context or Ae 
complex cold war world, when all 
actions ate bound to have their long¬ 
term ilnplicattons and consequen¬ 
ces for the foreign relations of a ' 
nation. 

The results of Ae U-2 flight were 
grim. It wrecked Ae ^aris kummitt ‘ 
it irttens-fied the cold war and 
creatfd a general alarm in Ae 
world. The Camp David spirit va¬ 
nished and Moscow cancelled its 
invitation to President Eisenhower. 

It also lowered the prestige of U S. 
whose government was found telling 
lies to Ae world. This was a sen- 
OU.S situation. Though the Senate 
Foreign Relations Committee ah- 
solved the CIA of responsibility for 
the U-2 inc'dent and Aought that 
Ae responsibility appeared to rest 
with ‘political officers at the State 
Department and Ae White Hou^’, 
yet it is obvious that the CIA’s 
action had precipitated Ae crisis. 

In April 1961, the CIA was 
again in the news, and this time 
the trouble was much more serious. 
The CIA-master-minded invasion'of 
" Cuba had misfired and the XlS 
stood guilty of invasion before the 
world. This incident was also fol¬ 
lowed by the same pattern of cover 
stories and lies, which were soon 
exposed by, Fidel Castro, who pa-, 
faded ' the prisoners on TV and • 
got out their stories for Ae world. 
Crit'eism- has since been abundant 
of Ae CIA action in Cuba apd Ae 
critics have discovered several loop¬ 
holes in Ae plan. It was Ae pro¬ 
duct of a series of mistakes com¬ 
mitted under Ae influence of over- 
^ whalm'ng’y , optimistio reports. 

The CIA poi<^ »d hded to inicli ■ ex- 



ion,> 

•Hester, nod GoHqq wrW'in AeiVew 
Wikm Review ^ If Ae. UB solU- 
tary k^b Cooiautnd went ^ ah«a<! 
wtm its plgn to invade Ctibn, “we 
fear- disaster wljl result". The' CIA 
is alleged to have meted ofit -hi^- 
handed treatment to Ae CulAn r^ 
sistgnee /ighters. It enlisted many 
fiatistinpe, and progressive Cuban 
leaders were ‘ kept locked up. 
CfA’s d^oke of ^ Bay of Pigs, for 
landAg rebel force -was also un¬ 
sound.' It was a.switopy and isb- , 
ated Bgy,.90 iniiee 'sohtheast of Ha- 
valu. 

The CIA in this vwiture, had 
seised the broad re^fisibility for 
mfking policy whiA belonged to 
Ac State Department and declared 
war whhout Ae consent of the 
Congress and command of Ae Pre¬ 
sident.. Afewstaeek of May 8, 1961,, 
pleaded that, “the truth, is Aat CIA 
begins no taajor mission . wiAout 
clearing wiA thfe Secretary of De¬ 
fence, Secretary of State and Ae 
President himself, Iwt Fred J Cook 
of TAe Nation (June 24, 1961) 
disclosed that President Kennedy 
took hie decision on the bksis of 
misinformation Aat Castro’s “island 
empire’’ was ripe for revolution ^ 
that Ae latent rtbellion needed only 
a spark to ignite the whole set-up 
of communist government Acre. 
The truA remains that in Cuba, 
CIA failed to grasp the realities of 
the situation. 

Defects in Orgaitinalion • 

A look at Ae past and present 
record of CIA raises a fundamental 
questioii of the' basic ph.’losoohy of 
Ae organisation of an intelligence' 
agency. Should intelligence and ope¬ 
rations be combined under ope roof 
and entrusted to an intelligence’ 
agency? To A’s the British have 
always given a clear ‘No’. They say 
that this prevents an obiective ana- 
lysis of the intelligence collected 
and also leaves this agency free to 
collect whatever. intelliganCe it 
finds essential to baA and justify 
Its own policy line. The acquisition, 
interpretation and use of intelli¬ 
gence are three different functions 
a'nd should be done by different 
agencies. The paVa-military opera¬ 
tions of an inteUigonce agency may 
also be inconsistent with Ae princi¬ 
ples and objectives of foreign poli¬ 
cy, as jaid down' by the Foreign 


Affairs ]|ef«rtm«m 'i»f the gmgttsi- 
xaeot. , 

. The . ^Xmeri^gn ex]ierieii<» indi¬ 
cates' Aai' there are definite Ai- 
advantages of getting iiatelligettce ' 
too close to policy^ There have beep 
several instances when Ae CIA 
agents set Aeniselvea up ogaintt Ae , 
officially accredited diplomatic nua- 
slon, Ah^rew-Tally has recorded , 
Ae incidents when in- Laos Aa CIA . 
went against Ae ' U S Ambassador ' 
Acre. To quote him, ‘^Ambassador 
Smith (m Laos) charged that his 
operation was being cromd by CIA 
men attadhed to his embassy, who 
are attempting to make U S policy ' 
in Laos", (p 214"). More recently 
such a ClArState Department cop-, 
flict has attracted notice in SquA 
Vietnain, where US Ambassador 
Lodge has found that the CIA agmt 
was pursumg his own poHpy. The ' 
Veto york Times corresponAnt from 
Saigon reported (October 4, 1963) . 
that the Ambaesador and CIA 
fered on pol cy .m SouA Vietnam., 
He further- added, “This is no^ 8 
problem of personalities. What is 
involved is in part Ae traditional 
relatiotiAip, sonlet'mes of rivalry, 
between the State Department and 
Ae CIA. In part, it involves Ae 
problem of whether Ae ClA nhbuld) 
be primarily a straight intelligence 
network,. or have operatiye func- • 
tiOns; wheAer there 'shodld he se¬ 
parate chiefs for intelligence and 
operatibnB*’. 

This is a significant controversy 
— crucial for not only American 
foreign policy hut also for Ae en¬ 
tire world,' simply because of Ae 
world-wide commitments of USA. 

It i^ interesting to.note, here Aat 
even Alleri^ Dulles, in his memo¬ 
randum dated April 25, 1947, had ' 
held Aat, “the CIA 'shpuld have, 
nothing to do wiA policy. It should 
try to get at Ae hard facts on which 
others must Atermme policy”. It 
is startling Aat it was under bis 
direction Aat the CIA assuftied rple 
of policy maker. 

However,, a close look at tbp sta¬ 
tutory provisions about'the CIA re¬ 
veals Aat it has been vested with 
authority under which it is possible 
for it to ohArtakc certain opera¬ 
tions. The National Security Act 
(1947) charged CIA wiA specifies 
functions: 

(1) To advise the NSC on in- . 

. telligence matters related to natio¬ 
nal security; 
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(2^ to midts to 

the (^bo4 lor co-ordmetion of hiH 
toUlgeiifie Bctivitiet td {fa^Bitroeids 
and agencies of the government} 

(3) to correlate and evaluate in< 
tdhgence and provide for its ap- 
|»ropnate diesemuiabon within the 
government; 

(4) to perform for the beneht of 
existing intelligence agencies such 
additional services as the NSC 
might determine could be more 
efficiently handled central ly; and 

(5) to perform other Junctions 
and duties relating to national se¬ 
curity intelligence as the NSC might 
direct (italics added). 

Thus, there seems to be implied 
scope for operations of the CIA jn 
the “other functions and duties”. 
The direction by the NSC is bound 
to be general and can be interpret¬ 
ed for spec.fic situations by the 
CIA chief himself. 

More significant than the statu¬ 
tory provisions is the potential of 
the CIA to in.fiuence the formula¬ 
tion and even implementation of 
American foreign policy. The CIA 
is responsible to the President alone 
and the Congress does not exercise 
any control over it. A resolution 
was brought in the Senate after the 
Cuban incident (April 1961) for 
Congressional watch over the CIA. 
This could not go through. A s.mi- 
lar resolution by Senator Mansfield 
had been defeated by a 59 to 27 
vote in 1956. Besides, the CIA has 
an almost unlimited budget and its 
Director is the only executive in 
U S who can spend any amount of 
money without any audit. These 
dollars can be used to organise po¬ 


tto btaed m die lolomufiett j»m* 
"by ihe whtoh la 
very well plaosd lo Influence the 
decisions. Inmlitgence hr haoWleii^ 
and knowledge is power. It in diffi¬ 
cult for the memMrs of the 
including the President, to verify 
the reports of the CIA. In this com¬ 
plicated world it is difficult for the 
chief executive to have his own eva¬ 
luation of the inteiugcnce reports 
and hence the policy decisions are 
invariably based on the CIA’s facts 
which can be masterminded by the 
agency. 

. Besides this, there are certain 
gaps in foreign policy, which can 
be exploited by the LIA. Charles 
Edmundson, a former foreign aer- 
vice officer, wrote in 1959 that, 
“CIA is an activist group which 
steps in boldly to dictate foreign 
policy in areas not covered by de¬ 
cisions of Congress, the State De¬ 
partment or the White House.” 
(Quoted by the New Leader, May 
15, 1961), Thus, its large and world¬ 
wide network, its vast and unspeci¬ 
fied funds, its completely indej^d- 
ent and secret working and the im¬ 
portance of its information in poli¬ 
cy formulation undoubtedly make 
the CIA a very potent force in 
foreign policy and its influence is 
bound to persist. 

Proper Sphere of C I A 

Nobody denies the necessity of 
an intelligence agency because in¬ 
telligence is of profound import¬ 
ance to national security and only 
decisions based on knowledge can 
be expected to produce effective re¬ 
sults. It is also true that the CIA 
w.ll coninue to influence American 


philoMphy irf dto US. It Is 
W»ilt to tonoeive of m tm- 
controlliblfe maaffive power In 
the syMom of ’checka and 
balanoes'. The existence of what the 
New York Times (October 6, 1963) 
called “a state within a state”, and 
the continued particlpatloii by the 
QA in foto^gn policy iterations 
may lead to a situation where the 
nature of democracy, the powers of 
the Congress and President afnd the 
effectiveness of public opinion 
groups may be fundamentally af¬ 
fected. The actions of this ’rran- 
kenstein monster’ dominate the 
Amencan system at home and Ame¬ 
rican prestige abroad. 

The proper job for the CIA is to 
gather all information available 
about a situation abroad, without 
getting involved in it. An independ¬ 
ent judgement of its intelligence 
estimates is also necessary. Besides, 
even if some form of Congressional 
control is not feasible in the inte¬ 
rests of secrecy, there should be 
strict Presidential control over it. 
The Taylor Committee (1961) had 
recommended, inter alia, that, “QA 
should have no operational role in 
future major actions similar to the 
Cuban adventure, but should con¬ 
tinue its small scale, covert activi¬ 
ties”. This seems to be the gene¬ 
rally accepted riew today. But it 
is difficult, if not impossible, in 
practice to draw a line between 
small-scale and large-scale opera¬ 
tions. It is difficult, therefore, to 
disagree with the views of Fred J 
Cook {The Nation, June 24, 1961) 
that, “the CIA must be divested of 
its action or operational functions, 
and restricted to the sole function 


pular revolts against foreign gov¬ 
ernments or to in.fluence them in se¬ 
veral other ways. The CIA repre¬ 
sents a tremendous power and un¬ 
accountability to any one. Any 
agency, as big and powerful and 
rich as the CIA, can exert a con¬ 
siderable influence on policy in any 
country. 

The National Security Council is 
the highest body in U S to advise 
the President on foreign policy and 
the Director of the CIA is its mem¬ 
ber. One feature of every NSC meet¬ 
ing is a regular briefing by him. 
He gives a summary of important 
developments throughout the world 
with particular attention to those 
areas which are on the Council 
agenda that day. The NSC decisions 


foreign policy but even so its ope- 
rational role is not only unjustified 
but is also harmful and dangerous. 
The foreign governments and peo¬ 
ples do not distinguish between the 
accredited diplomatic representa¬ 
tives of the United States, and CIA 
agents. Any action of these agents 
thus affects the relationship between 
U S and the foreign country involv¬ 
ed. 

Such a role of the CIA also cre¬ 
ates problems of coordination of 
foreign policy and puts the U S 
government in very - rimbarassing 
situation. The President and the 
Ca'b’inef Baw to bear the blamd for 
the CIA’s activities. This role of 
the CIA in foreign policy-making Is 
inconsistent with the, constitutional 


of gathering information for other 
agencies operating under customary 
constitutional safeguards”. That this 
is possible is indicated by Allan 
Evans {World Politics, October 
1959) who says that “There can 
grow a more continuous relation¬ 
ship of intelligence to policy, a 
relationship in which the two sides 
seek a running familiarity with 
each other’s needs and views and 
in which the contribution of in¬ 
telligence is cumulative and orga¬ 
nic”, This can be realised only 
when the ClA is made to act not 
as a ‘super foreign service’ Or ‘para¬ 
military organisation’ but as a team 
of investigators, researchers and 
analysts, . disinterested in activist 
operations. 
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, e»Mly - «ca4eniic’ i^ornmutit 

], ^cmttpiafljfflwo wjitli jpolicy-niftken? 
"1^# was being laced peutd- 

naatlf at tm Cenleienos on thi^ 

. of Hattning. Md btat . 

naoatb ^at Makei^ Cdl^, Kais* 
pata. Uganda. /This was We first of 
' a Wiea of Wree conferences on. 

■ publib policy organised by tfae Uiil- > 

' yefsity of ^st Africa: tfan other 
.two wilt be held in Nairobi and 
in Dar-es-Salam.' The conferenco 
organisers tocdc the luiusual stq) of 
putting economists next to politi¬ 
cians and civil seirants, and asked 
them to .argue it out. The back¬ 
ground papers were contributed by 
. .economists, mainly from outside 
Africa, though a number of very 
able African econonVists took part 
> in the discussion. The policy, makers 
, posed their questions, and the rest 
was free for all: I must confess 
that I .was expecting some rather 
. heated scenes, having had soihe pre¬ 
vious experience of what happens 
when determined policy-makers are 
' confronted with tough-minded eeo. 
nomists. I cannot say that there 
were no exolosions at all (and to 
these I shall come presently), but 
by arid large the temper of the 
conference was cool, and the dis¬ 
cussions much more calm than one 
would exoect in the controversial 
held of the machinery of planning. 

This. was all the more remark¬ 
able because those present at the 
conference represented practically 
all pos'^ible political and economic 
views. The politicians present, a fair 
number of whom were Ministers in 
the Covernments of Uganda. Kenya' 
and Tangailvika (and, ^ little curi-. 
ouslv. the Minister of Labour from 
Israel), were all rather determined 
men of convictions, and so were- 
the economists present. Among the 
foreign economists there were 
Thomas , Balogh of Oxford, Paul 
Clark from the USA, Jan Drew- 
nowski from Poland (and Ghana), 
Ephraim Kleiman from Israel, 
Jussi .Linnamo from Finland, Dud-. 

' ley Seers from England (and the 
Fronom’c Commission for' Africa), 
Takao Sasaki from Japan, George 
Skorov from the Soviet Union (and ' 
the UNESCO), and myaeif. 1 think 
' h is fair to sav that nearly all the 
.. foreign econoiaista had atrpng (but 


' d^ermt). vie«% adwxit wh'a^ kUid 
od plannifut,to have, aiud did not 
sound as if they were gi)^ to re- 
Weir views shortly. 'The Afri¬ 
can ecoriimiiats Wemauvek fell into 
several well-defined groups. One 
. got We general impraWm, how¬ 
ever, that moat of than were eocial- 
ista, though t]be pteciae definition of 
socialism varied from person to 
peraoii. The ooldnial ties! were ra¬ 
ther strongly left ^and equally 
^strongly resented. The fact that 
most of the business was in the 
hands of Asians (mostly of Indian 
origin) and Europeatrs, was also a 
sore pmnt. In short, nroaf of the 
Africans present seemed to be ra¬ 
ther radical, keen on a change of 
the itaiiu quo. But tl»re were 
differences of views on how best to 
bring about the pquired changes. 

Overpaid Administrators 
Thomas Balo^ made a number 
of interesting. ol^rvations on edu¬ 
cational planning. There . was a 
great deal of excitement about 
Balogh’s point that high-level ad¬ 
ministrators In Africa were grossly 
overpaid. Salary scales of this kind 
are aM right when thirty or forty 
administrators distributed justice 
over a vast territory, as in the colo¬ 
nial days. But with planned econo¬ 
mic development, this simply would 
not do. since the need is for a very 
much larsjer number of administra¬ 
tors, and they cannot all be paid 
these fantastic salaries. Balogh also 
outlined the need for paying higher 
salaries to men with technical know¬ 
ledge than to administrators. Skorov 
pointed out that this was bv and 
large the practice in the Soviet 
Union, and he discussed We pattern 
of relative wages in that country. 
But the assumption that top ad¬ 
ministrators are over-paid in Africa 
wSs challenged by one of the lop 
African administrators present. He 
argued that administration reunires 
a very special kind of skill which 
should be duly rewarded. Adminis- 
.trators, we learnt, also need more 
income to be efficient. The confer¬ 
ence discussed for a while wheWer 
the administrator in question should 
have a motor car to come to office, 
and Balogh tried to persuade h<m 
to use a bicTcIe! Thia, naturally^ 
hit the headlines next morning, but 


in the osws-t^rt We auWoyship of 
Wis betaevoient suggestion was 
placed (w ' Nabwsra, We Acting. 
iWretary.^3eittral of KANU, who 
had also shared We sentiments, and 
Balogh Wd not get hia due publi¬ 
city as a bicycle-promoter. 
^wdaUMtlon mtim Dtveraififlation 

A qimtion Wat generated a lot 
of discusaion was' We relative im-' 
portance of industrialisation. BoW 
Mrs and I had empbosiaed We 
problem posed by We deteriorating 
terma of trade of primary goodly 
rind We difficulties they Irnply for, 
' too heavy concentration on primary 
|»i>ducts, as some African econo- 
mirs have today! It was clear that' 
Bah>^ did nOt share quite Wese 
fears, and drew our attention -to 
difficulties in forecasting future 
terms of.trade, and basing any com 
clusiora on such prognods. P -H 
Okondo, Grief of Transport Section 
of Economic Commission foe Africav 
disagreed strongly wiW Balogh. 
Okondo also took Skorov to taW 
for expressing pleasure at an agree¬ 
ment between Cuba and We l^SR 
whereby Cuba will exchange sugar 
for industrial products from the 
Soviet Unions rather Wan producing 
We industrial products herself, 
(There was later an interchange 
between Skorov and Seers on We 
precise impact of Soviet-Cuhan rela¬ 
tionship on the market for Cuban 
sugar,) There was a fairly general 
discussion on the need for balan¬ 
cing advantages from spocialisatiori 
arising both from differen<;es in 
comparative costs and from econo¬ 
mies of large scale, against We dis¬ 
advantages of greater uncertainty, 
the possibility of being over-influen¬ 
ced by short run factors, etc. All 
Wis came in at a level of some 
abstraction, but on We mote con¬ 
crete level We need for raising the 
. share of industrial income in East 
Africa seemed to be very ' widely 
accepted. 

There was a lively discussion <m 
monetary policies. Kleiman argued 
forcefully Wat We role of We morier 
tary mechanism is Usually over-em¬ 
phasised, and Wat it is not all Wat 
unportant for economic development. 
This point was well taken, bpt it 
was felt that monetary policies were 
not entirely ttselsss, so Wat We fact 
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tint £a»t Alricft tw oent)rgil>«nk 
made dellberaua ^ky-niak^ llHt 
much more difficult. Proposals for 
a central bank and banking policies 
were considered. It was pointed out 
that the fact that the banks in East 
Africa were owned mainly by the 
British or the Indians, made it more 
imperative to set up a central bank 
to regulate the monetary mechanism 
in step with other vehicles of natio¬ 
nal planning. The hahit of foreign- 
DWned banks to invest a big part 
of the funds abroad also came in for 
some sharp criticism. 

Ditimst of Devaluation 

There was a very short but ap¬ 
propriate discussion on foreign 
exchange problems, which is not 
acute in East Africa os yet, but may 
become acute as development plans 
start. Balogh made the point that the 
East Africans should not fear deva* 
luation unduly, since their export 
prices as well as their import prices 
were fixed largely in terms of fore¬ 
ign currency. This point, which 
was well made in economic terms, 
some of the participants found a tri¬ 
fle mystifying, but before the discus¬ 
sion on it could proceed very far, 
the topic changed. 

The discussion on the collection 
and use of statistics for planning 
was very interesting. This was illu- 
mlnatingly introduced by Paul Clark 
and ably followed up by Skorov. 
Seers found the attitude of the two 
a little too perfectionist, and attri¬ 
buted this to the over-cautious na¬ 
ture of the economists from the 
“rich, conservative countries, i e the 
USA and the U S S R”, as opposed 
to those from poorer countries, such 
as Great Britain, from where reckless 
Seers comes ! 

Economic Integration of Africa 

There were many other points dis¬ 
cussed. Kleiman tackled the ques¬ 
tion of training planning staff, 
Drewnowski elaborated the general 
machinery of planning, Skorov em¬ 
phasised the regional aspect of deve¬ 
lopment, and there were several other 
points to which I cannot do justice 
in this short report, Altogeher the 
conference was very successful in 
covering in a general way the broad 
policy questions facing these three 
cconoipias just about to launch a 
full-ssmilBfult on the problem of 
undej^fWtlnptnent. The more terh- 
nical ’ were ^propriately 

avoided,.;TOr this was not a seminar 
for such discussion, But there was 
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-wisdom - and polidoal etpiraBons, 
t)qii4ed .(for example) by t^e recur¬ 
rent appeal to greater economic and 
political integration between East 
African economies, and perhaps 
between all African economies at a 
later date, Swai, Minister for Deve¬ 
lopment Planning in Tanganyika 
(an ex-student of the Delhi School 
of Economics) raised the question 
on the very first day, and it cropped 
up again and again. The economic 
argument for such integration hap¬ 
pens to he strong, but what gave il 
the force it displayed was its very- 
understandable political appeal. 

While politics set the tone of eo- 
nomics, and the economists breath¬ 
ed down the neck of policy-makers, 
the discussions went on remarkably 


. wm'tm 

r«Btirai»^ tbuh they ust^y « 
but the l:n4k (d the credit for t 
smoothness of everything goes to t 
civil servants and politiciati& Whi 
many of them eiqtressed a healtl 
scepticiam of the economists’ ^ 
ments, they were on tlfe whole ve 
unassertive. The attitu^ af the Mi 
isters, in particular, was verv st 
prising. They listened to other p« 
pie’s arguments, waited for tlw 
turn to speak, and abstained fro 
giving us piersonal remintscenc< 
Be.ng used to Indian conditions, 
found this tantalising. Iti fact I i 
most harboured a suspicion th 
they Were not Ministers at all! A< 
if they really are, I wish they wou 
tell their Indian counterparts wh 
keeps them so abnormally nonru 
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jQAiAL STREET hit a new high 
^ last but the ^ing this time 
Vas actremdiy tough. It struggled 
hard to gam the small ground that 
it djtd and often panted for breath. 
And near the week-end, the market 
showed distinct signs of weariness 
thoiigh most counters were still 
quoted only a little below their 
Itest levels. 

Optimism feeds optimism and 
that is how the stock market has 
been moving up week after week. 
So far, Shri Krishnamachari has 
only made known his firm determi¬ 
nation to accelerate the economic 
and industrial tempo and also to 
revitalise the capital market. What 
concrete steps TTK will take to 
achieve the desired results is still 
a matter of speculation. It would 
be foolish to think that liberal cre¬ 
dit alone can do the trick. Nor can 
the psychology of confidence be 
developed through the magic of 
words. 

The current bull phase has been 
m progress for nearly three months. 
The rise that has come about 
during this period has lifted the 
market to around pre-emergency 
level and a few isolated counters 
have evEin crossed the 1962 high 
levels. Tlie duration and the ampli¬ 
tude of the recent major bull pha* 
warrant a sizeable technical correc¬ 
tion. Anything can touch off the 
process of technical adjustment. A 
technical reaction in a rising trend 
occurs in much the same manner 
as the-safety valve of a steam boiler 
pops and relieves the pressure be¬ 
fore the factor of safety has been 
exceeded. 

The market is already beginning 
to feel somewhat uneasy because of 
reports about the massing of Pak¬ 
istani troops near the Kashmir 
cease-fire line. An open armed con¬ 
flict can seriously disturb the tem¬ 
per of the stock market. And once 
the 'mood changes, the magic of 
fluctuation can produce a sizeable 
correction wihch seems overdue. 
Nradless to add tiiat one can never 
be sure hotV the process of techni¬ 
cal adjustment will complete Itself. 


Prices Beosde 

TARILLA march which had l«>iich- 
ed a high of Rs 715.75 on 
10th October was sold down to 
Rs 699 on die 22nd and the Latest 
quotation is only a little h^ber 
around Rs 703. The setback to 
futures reflected the lOasier tendency 
in the spot section whene prices came 
down by about Rs 20 to Rs 30 per 
candy over the past fortnight or am 
Spot prices have turned oMy main¬ 
ly due to slack spinner inquuy; 
sellers have continued to be reserv¬ 
ed. With their stock position quite 
comfortable, mills are inclined to 
go slow with fresh purchases as the 
new crop is believed to be reason¬ 
ably good with estimates varying 
between 54 lakh and 58 lakh bales. 
The quality of the erq} is said to 
be good which has encouraged many 
market men to think that the siae 
of the crop will also be large. While 
it is still too early to assess the 
size of the crop with reasonable 
accuracy, tlie industry is assured of 
ample supplies at prices below die 
previous season’.s average even if 
imports are just around 6/7 lakh 
bales. 

Apart from the prospect of in¬ 
creased flow of arrivals with the 
progress of the marketing season in 
coming weeks and the somewhat 
slack mill off-take, market senti¬ 
ment recently seems to have been 
influenced by the report that the 
Indian Cotton Mills’ Federation 
does not view with favour the idea 
of building a buffer stock except 
through supplies of important cot¬ 
ton. Indeed, with domestic produc¬ 
tion continuing to lag behind the 
industry’s requirements, buffer stock 
of indigenous cotton makes little 
sen.se, unless, of course, it is aimed 
at boosting raw cotton prices which 
are currently quoted nearer to the 
ceiling than the floor. 

Trading sentiment last week was 
also unsettled by reports that the 
Government is making a fresh at¬ 
tempt to secure one million bales 
of cotton from the U S under P L 
480. The tIS response so far has 
by no means been very encourag¬ 


ing. But if Vaohington wem lo ac-, 
oeoe to Indui’a draMnd, it wilt be 
possible to build up s bulfet itock 
thereby assuriiu l£it cotton aattile 
industry of suncient suppRn even 
during lean years. Rarely has the 
country had more than two good 
harvest* in sucoewion. In order to 
be able to adiieve the Thirtl Plan 
target for Cotton textiles, the eoun- 
try will need to make a sustained 
and determined effort to atop up 
cotton productiem. Export businesB 
in Bengal Desfai » pro^rgaaiiig ra¬ 
ther slowly but it should not be 
long before die present IquOta is 
fully utilised. D^i prices have 
declined by about Bs 20 per candy 
over dm past week or two. This 
has improved chances of export 
business. Inquiries from Japan have 
been steadily increasing. 

Oilseeds 

Mon Eaoenfivm fast. Exporta 

J[N its desperate anxiety to boost 
exports of vegetable oils, New 
Delhi has liberalised the incentive 
scheme by permitting shippers to 
import larger quantities df copra 
and palm oil against exports of 
vegetable oils. The import entitle¬ 
ment for crude groundnut oil has 
been raised from 60 to 70 per cent, 
for refined variety from 70 to 80 
per cent, for raw linseed oil from 
20 to 60 pr cent, for double boiled 
from 25 to 70 per cent, for castor 
oil Commercial grade from 10 to 
15 per cent and for BSS from 15 
td 20 per cent, Eiqiort of crude 
cottonse^ oil has also hsen brought. 
under the incentive scheme and 
shippers are to be allowed imports 
of copra and palm oil up to 80 
per cent of the value of export bf 
cottonseed oil, crude or refined. The 
incentive for decorticated cotton¬ 
seed cake has also been made more 
attractive. 

The export trade is naturally 
much pleased with the liberation of 
the incentive scheme, partiodarly 
because market conditions abroad 
point to a firmer tendency for 
vegetable olT prices. Unfihe in the 
past, the recent announcement of 
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THE 


ROLLING STOCK & COMPONENTS • POINTS & 
CROSSINGS •STRUCTURAL STEELWORK • PRESSED 


THINGS 


STEEL TANKS • STEEL. SPHEROIDAL GRAPHITE & 
GREY IRON CASTINGS • MACHINE PARTS. 
COMPONENTS & GEARS • FORGINGS. 


WE MAKE... 


STAMPINGS & PRESSINGS • SLUICE VALVES & 
TWIST DRILLS • CRANES & PULLEY BLOCKS 



Monotint Attntt MARTIN BURN LIMITED 

MARTIN BURN HOUSE. 12 Mission Row. Calcutta t 
Branehes ■ NEW DELHI BOMBAY KANPUR PATNA 


A(«ia in Snti) Mia Th« South Indian Export Co. Ltd., Madras I 
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furAer eoiicewions to oiqtoitttil ' 
tnie has not been followed by a 
sedMuck in oveneas prices. Neith« 
Nigeria nor ibe Argmtine has con¬ 
sidered it necessary to reduce its 
quotations for groitndnut oil. In¬ 
creased Indian offerings in ground- 
nnt oil have, ho'wever, made the 
overseas buyers somewhat cautious 
which was only to be ejmected. The 
export trade seems confident about 
selling substantial quantities of 
groundnut oil in due course of time. 
Hie outlook for linseed oil ia not 
considered to be promising because 
of the continued wide disparity in 
Indian and overseas prices, the in- ' 
creased incentive notwithstanding. 
New Delhi’s policy allowing larger 
incentive for groundnut oil compar¬ 
ed to linseed oil is basically un¬ 
sound. In fact, there exists a strong 
case for according preferential treat¬ 
ment to linseed dil because it is 
less important from the point of 
view of indigenous consumption. 
Compared to linseed oil, export of 
an equivalent quantity of ground¬ 
nut oil has an exaggerated effect 
on the domestic price structure of 
vegetable oils. New Delhi’s decision 
extending the incentive scheme for 
crude cottonseed oil and treating it 
at par with refined oil is welcome 
and it should go a long way in en¬ 
couraging the growth of the domes¬ 
tic cottonseed crushing industry. 

The Real IVeed 

Other things remaining the same, 
large incentive.s will no doubt help 
to promote exports but the libe¬ 
ralisation of incentives from time to 
time hardly makes up a sound ex¬ 
port policy. It is unfortunate that 
no real effort has so far been made 
to strengthen the competitive posi¬ 
tion of Indian oils by improving 
facilities for bulk handling and 
storage. The organisational set up 
of the wport trade also needs to 
be strengthened. The Ministry for 
International Trade will be well- 
advked to make a thorough study 
of the selling techniques adopted 
by different countries. In many 
countries exports are being chan¬ 
nelled through centralised agencies 
which can quickly adjust their 
marketing policy to suit the chang¬ 
ing needs of world markets. When 
exports have to be subsidized 
through various incentives, the in¬ 
centive scheme can be most econo¬ 
mically administered if the export 



his loom Mis 

sharp old eyes take m every detail watch 
every thread The magic of his craft is a skill 
handed down from father to son-a skill that 
the Indian weaver has perfected 


The veteran 
weaver tends 


THE 

WEAVER’S CRAFT 


It IS difficult to imagine India without the hand- 
loom weaver for handlooms are part of Our 
very life Equally impossible is the thought of 
India without its leading bank In cities, 
towns and villages throughout the land, the 
State Bank of India gives its customers 


prompt and 
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Aluminiom Paduging keeps Dairy 
Pro4(icts faU«flavotttedt £resh and 
uncontaminated right up to the 
consumer’s uble. 

Al Foil completely seals out light 
which causes rancidity in butter; 
retains the moisture balance in 
butter, cheese and margarine and 
prevents ‘freezer burn’ when sto¬ 
rage in the frigidaire is necessary. 
That’s why dairy packagers choose 
AI Foil for product protection. 


India Foils Limited 

(Ineorporstad In Grnt Britain) 
CUlcttttt 8omb*]r Madni New Delhi 
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fxport ious^, wportftd f«r}y 
goiw] busntess in grounibiut extrac' 
tions. The U K was mentioned as 
the main buyer. Japan, also took a 
fair qui^ntity. The Comnumiat poan- 
tries have not yet emerged as big 
buyers presumably because the new 
trade agreements have still to be 
ratified. Notwithstetiding improved 
supplies with the progress of the 
crushing season, exporters hope to 
be able to realise good prices for 
groundnut extractions because of 
good overseas demand, f’airly good 
business was stated to have been 
put through in groundnut oil with 
the U K and Continent. Some busi¬ 
ness was also reported in ground¬ 
nut H P S, Business in castor oil 
was limited but export prospects 
should improve with the recent in¬ 
crease in the inceptive. While lin¬ 
seed cake continues to be out of 
favour, export of cottonseed cake is 
being well-maintained. 

Prices Subdued 

While the export trade seems 
well-satisfied with the recent 
liberalisation of incentive.s and it 
has welcomed the decision of 
the Karmahom Conference to 
reduce the freight rise from 12-i 
per cent to 10 per cent and 
also to offer an immediate rebate 
contract as a running alternative 
to the prevailing deferred rebate 





system, the oBseeda futuies mUtrleet 
has cpntimsed to $ tptbw ^ 

subdwd teudenpy. Fiuetuatkma 
have been eooSnid to a narrow 
range. Over the past fortnight or 
so, groundnut futures (January con* 
tract) have been moving up and 
down irregularly between Rs 219.62 
and Rs 21737, castor.March be* 
tween Rs 166.25 and Rs 165 and 
linseed March between Rs 36.81 
and Rs 36.12. Cottonseed January 
have been hovering around 99 with¬ 
in a narrow range. Speculative in¬ 
terest IS centr^ mainly roun(|i, 
groundnut. In spite of improved eifet 
|K»rt prospects, big ^culators seerit 
reluctant to ‘bull* the market on thy. 
aigumcnt that if the Forward Mar¬ 
kets Commission does not suitably 
revise the present ceiling of Rs 236 
in order to allow for the normal 
carry forward charges for the subse¬ 
quent contracts, the scope for a riant 
in the January contract would be 
limited. Besides, the crop movement 
is also likely to gather momentum 
shortly. There is something to be 
said for this line of reasoning, but 
the scope for any significant decline 
in groundnut prices from the cur¬ 
rent level IS limited. The market 
might keep a little subdued for a 
while but prices are bound to deve¬ 
lop an upward tendency because of 
the distinct improvement in the ex¬ 
port prospect due both to the more 
attractive export incentives and the 
filiner lendenfcy in world markets 
for vegetable oils and oilcakee. 


Business Notes 


Bombay Gas 


gOMBAY Gas has made out a fail 
rase before the Gas Advisory 
Committee for an adequate increase 
in the price of town gas. The Co¬ 
mmittee was appointed in February 
last by the Government of Mahara¬ 
shtra following the Company’'- 
representation on the serious deterio¬ 
ration in its financial position. 

For the first time after 17 years, 
the Company had to pass ovei the 

dividend for 1962. It paid a divi¬ 
dend of 6.5 per cent gross for the 
years 1959 and 1960 and 5 per 
cent gross for the year 1961 F-ven 
for the lower dividend for 1961. it 
had to draw from its General Re¬ 
serve. In the year 1962, the Com¬ 
pany incurred a net loss of about 

Rs'60.000 even with the advantages 
of an income of Rs 1.33 lakhs from 


investments and Rs 1 36 lakhs from 
outstanding bills of the previous 
years. 

The progressive deterioration of 
the (Jompany’s finances is attributed 
by the Directors to the continuously 
increasing cost of coal, railway 
freight, taxes, wages, etc. For in¬ 
stance between the years 1957 and 
1962, cost of coal increased by 46.5 
per cent, wage bill by 24.7 per cent 
and expenditure on labour ameni¬ 
ties, by 42 per cent. During tlie 
current year these costs have further 
increased. Besides, enhanced elect- 
licity charges, ERI premium, etc. 
have added to the burden with the 
result that the Company’s prosjiccta 
for 1963 look Weak. 

Shri N K Jalan presiding ov^ 

the last Annual General Meeting of 


the Compaq htts stated that theito 
♦re -dthw ated. TUlllfch conti- 
hue to to the 

Company. tW Cwapany'’ often re¬ 
ceives a shorter -supply df. coal tlum 
it has paid fqr, add is' unable to 
check 'shoiit'loading for want of 
heavy wvi^-bridges (ft important 
stations. Secctodly, under the new 
system of allotment of box wagons, 
loading of good quality coal be¬ 
comes difficult within the demur¬ 
rage-free time of 5 hours with the 
result that inferior coal is often 
loadjed along urith good Uoal. Third¬ 
ly, the reduction of di^piyrrage-free 
time from 12 hours to 5 hours 
for loading and ho^ading of 
coal even as Rie,.. ^a|>acity of 
the wagon has been hltreased by 
2 } times has resulted in heavy de¬ 
murrage charges. Shri .Jalan has 
urged the railway authdftfties to re¬ 
view the position and Tta^se the de¬ 
murrage-free time f# 4oBdi‘ng and 

unloading. 

The Company’.s demiuid for a 
price increase is sought to be justi¬ 
fied on the following grounds. 
Firstly, although sucoeasive price 
‘increases have been granted in res¬ 
pect of several cuntroHod commo¬ 
dities like iron and Steql, cement 
coal, ete, and eJectridity and tele¬ 
phone and postal chaegn, rail fares 
and freights, etc, hayp 'be.«n raised 
keeping the principle mr view that 
even controlled prices should pro¬ 
vide for sufficient return on capital 
and sufficient surpluses to be plough¬ 
ed back for rehabilitation or ex¬ 
pansion, the price of the Company’s 
gas is pegged down to a rate lower 
than that in 1926! The Company 
has drawn the attention of the Gas 
Advisory Committee to the differ¬ 
ent factors which have a bearing 
on the scllii^ prfee and also to 
the rates and returns of some of 
the leading public utility compa¬ 
nies, which should provide a guid¬ 
ance to the Committee in judging 
the Company’s case for a price in- 
tjreaise. 

Secondly, the Company is prepar¬ 
ed to undertake a substantial ex¬ 
pansion programme designed to 
give 15.0^ to 20,000 new gas con¬ 
nections over a period of 3 years 
at an estimated capital outlay of 
Ks 150 lakhs. 

Thirdly, liquid petroleum gas 
manufactured by two leading oil 
companies is sold in the market at 
four times the price of town gas 
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Compuy txecuiivcs op 
okuin > ftee eopy of tUt 
botUel by wirhiii( on tbair 
elBciil iettcrbrad to dittr 
BOKsl Ctlirx Oflic«. 


Cut down your lubricants 
Cut out your paper-work 

Help your Purebaw Officer to eliminate the stack* of paper that 
colleet in his office...the unnecessary flooti of Purchase Orders. 
When each department in a pleat specifies a lubricant without 
refbrenoe to the putebates of other 4epartnients, there is bound 
to be duplication and waste. 

Tbe'Caltcx “Stop-Loss” programme can do away with this 
hibrication watte .can out a great deal of Purchase Order 
paper-work. 

Caltex "Stop-Lost” it a compiitt plan for organising lubrteatioii 
on an efiieietit basis. There is no other programme like it. 

It will be worth your while to out tpecifi- 
caUy bow Caltex "Siop-Leia” can he^ to cate 
the problems in your plant 
Help your operation to greater profit with the 
Caltex “Stop-Loss” programme. 


CAtfUt CNDtA) wmto a«ffl»tr-NnirOdkl-CiMt* 



CAtnesiG 


SAVE FOR SECURITY 
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■; CSiipiM^*''|i!i%. ,' i*id» •‘«' 
tm ia 1^ Driee H &e 

.'v'mm, S»K /ehumiai will;eoi)(ui^ lio^ 
iie ^ ^ ii4il iKitl 

Iw tS^eaptr than liquid 

''|H. ■ • '^%'':; 

Shri lutsn has, lheni<u«, - 
to cx|iect tiut the €a» 

. vhory Cotmnittee would coofstder 
die qtiestic^ of 'price iocreaae ia a 
prowler perspective and make ap'- 
pn^riap; recotinnendatipnc to en¬ 
able the Company to improve its 
' tinances and piiin lor further expaa- 
eion in the interest of consumers. 

Aluntiakun doiporMioa 

^LUMINIUM Corporation of India 
has completed 25 years of ex¬ 
istence. Sbri Lakslupipat Sitighania 
who presided over the 25th Annual 
General Meeting of the Corporation 
claimed that the establishment of 
the Corporation ih October 1937 
was the first concrete step towards 
the .establishment of this highly 
technical aluminium industry, and 
that too by pooling resources avail¬ 
able in the country with no foreign 
technical assistance. Aluminium 
Corporation was the first to produce 
aluminium from Indian bauxite. 
Considering the enormous technical 
and financial difficulties it had to 
face, the present attainment of the 
Corporation is an unique achieve¬ 
ment of Indian capital, Indian 
management, Indian labour and 
Indian technical skill. The share¬ 
holders had to wait for 19 years to 
get the first dividend but the Com¬ 
pany has made steady and satis¬ 
factory progress during the last 8 
years. 

A new smeller, claimed to be 
the most modern in the East, has 
been put into operaticin from June 
lost and it has achieved full rated 
capacity productron of the required 
quality. Further expansion is under 
way and, when completed, the Cor¬ 
poration will be in a good compeii- 
tive position for the supply of alu¬ 
minium in various forma. The full 
benefit of expansion will be avail¬ 
able to the Company from the next 
financial year 

Production of aluminium In India 
has increased from 16,382 metric 
honnes in 1951 to 35,313 metric 
tonnes in 1962 reflecting the estab- 
iitiunent of new plants and exten- 


’ tion'lwe r^aislintik peak figure'W.' 

l^WIric Ihs 

Bwly 9nnt bq^g met from 

for 1^ la l,h7 lakh tons, butiit 
itot ^eljr W be 
bftrtaih lioetic^ gr^Wtnd 
'qg df 

new plants Iwve not. been utilised,' 
As the consumption of the metal 
at the end of the Plan period is 
estimated at 1.20 lakh tons, Shri 
■Singhania suggests the setting up 
of a number of plants in different 
parts of the country where power 
is available in adequate qua^ties, 
as', power supply is moat essential 
for the industry. He has also tTress- 
ed the need,'for reduction 0^ taxes 
to step up the tempo of industrial 
production. ^ 

The operation.s of the Company 
during the year ended March 31, 
1963 have shown excellent results. 
Sales reached a record figure of 
Rs 233.82 lakhs as against Rs 128.63 
lakhs in the previous year showing 
a rise of 82 per cent. Gross profits 
amounted to Rs 46.78 lakhs being 
an increase of 62.7 per cent over 
the, previous year’s figure of Rs 
28.75 lakhs. The profit margin has 
slightly narrowed from 22.3 per 
cefnt to 22.00 per cent. Provision 
for taxation has absorbed Rs 2.27 
lakhs (Rs 11.50 lakhs); Deprecia¬ 
tion is provided at Rg 16.20 lakh.s 
(Rs 7.35 lakhs); Development Re¬ 
bate Reserve has got Rs 12..39 lakhs 
(Rs 0il6 lakh); Rs 17 lakhs (Ks 
1 lakh) are transferred to General 
Reserve. Preference dividend has 
absorbed Rs 2.86 lakhs and Ordi¬ 
nary dividend Rs 4.69 lakhs at 50 
nP per share of Rs 10. Total divid¬ 
end has amounted to Rs 7.55 lakhs 
as against Rs 10.56 lakhs in 1961-62 
The Ordinary dividend is reduced 
this year from 80 nP in the pre¬ 
vious year, although the net earn¬ 
ings per ordinary share have in¬ 
creased from Rs 1.51 to Rs 4.44. 
The Directors have cut the divid¬ 
end with a view to conserving the 
resources to meet the expansion 
plans. Shri I.«kghmipat has indicat¬ 
ed that the cut is only a transition¬ 
al feature. As a Silver Jubilee gift, 
the Directors will issue bonus shares 
to the ordinary shareholders in the 
ratio of 1 for every 4 shares for 
which the consent of the CCI has 
been obtained. Since the outlook 
for the industry is good, the pros- 


' tioft' see^ , . ' ' ' ' 

mrne^ Ifiwbvk ' • ' ' 

rAttrsduy, dfonung 
m. oveif a fortiti^ now, ■ dw 
. mti^-ha^ call money rate ruled 
cKeady at 2} p*T cent, though there 
bave been flu^ationa in the dematid 
for and siqipty of funda The Oiwali 
and Puia festivals kept money busy, 
but die demands wea» met without 
strain and the scheduled banks* re¬ 
sources position remained comfort¬ 
able throu^out. The banka, how¬ 
ever, unloaded Rs 27,55 crores 
worth of securities during the wedi 
ended October 10. This enabled 
them to meet an additional credit 
demand of Rs §.88 crores, to in¬ 
crease their balances with the Re¬ 
serve Bank by Rs 7.72 crores, to 
reduce their borrowings frcnn the 
Reserve Bank by Rs 1,19 crores and 
to augment their cash balance by 
Rs 2.40 crores during that week. 
The increase in deposits waa. how¬ 
ever, limited to Rs 1.21 crores. 

The rate of growth of deposits has 
been slack for some time and with 
the slack season shortly coming to 
an end, it cannot be expected to pick 
up now. Demand for bank credit, 
on the other hand, has been active 
during the last two or three weeks. 
In the.se eircumiitances it is likely 
that banks sold tbeir investments in 
order to keep with them adequate 
funds to meet any increased require¬ 
ments. There may have been other 
reasons also for the disinvestmenl. 
The demand for giltcdged securities 
has slackened since about a fort¬ 
night with the busy season drawing 
nearer. The rising prices of equities 
have reduced their yields and .since 
lower yields on equities will nor¬ 
mally find sympathetic reflection 
among the gilt^ged, banks have 
been perhaps inclined to the view 
that giltedged securities have now 
reached more or less top levels for 
the season. If this view is correct, 
it will not be surprising if the rising 
demand for (credit i.s met from time 
to time by disinvestment in secn- 


In any case, the resources avail¬ 
able with the banks now appear to 
be more than adequate for their 
immediate requirements This has 
found reflection in call money get- 
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The magic of a flight on Air-India 
is difficult to describe without 
dashes and parentheses. 

The dreamlike decor of our jet-ships, 
the sumptuous luxury 
of our deep-cushioned seats, ^ 
the pampering attentions 
of smiling, sari-clad hostesses, 
the sk<JI of our million-mile pilots, 
the softness and kindness 
of our Indian hospitality in Asia, 
Africa, Australia, the USSR, 
Europe and the USA I 


Ovtr 30 years of flying experience 

A/Ji-tMDiA 
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r-dCHIN Refineries, Ker«l«, wUl ™ 
diortly issue a coital of -Rs 7 
croieSf divided into 7,00,000 equi- pj,}] 
ty shares of Rte 100 each. Out of lajj. 


K tO 19 were Re 

'eoopiiaiee^ w^ Rs.^?!|.55 
W;, previa ^rw. tjie 
v'yfate in Cafcntta moved^ 

ail'^suef, but hovered 
' and 4| 

permnt with a tendoKsy to harden. 
thirty also be indicativif of the 
futirw trend. 

During the week ended October 
18, the tempo of increaae in active 
notes dowed down. Notes in Cir¬ 
culation rose by Rs 4.25 twres only 
compared with Rs 36.29 crores and 
Rb 28.38 crores during the preceding 
two Weeks. The total of Notes Issued 
during the week was Rs 14.45 crores 
of which Re 10.20 crores were held 
by the Banking Department. The 
increased note issue was backed by 
the addition of Rs 15 crores to the 
Rupee Securities m the Issue Depart¬ 
ment which also covered a fall of 
Rs 55 lakhs m Rupee coins. In the 
Banking Department there was a 
depletion of Rs 17.05 crores in the 
holdings of Treasury Bills. 

Scheduled banks did not increase 
their borrowings during the week 
beyond Rs 28 lakhs, but their balan¬ 
ces with the. Reserve Bank were 
lower by Rs 4,74 crores. State 
Co-operative Banks increased their 
deposits by a mere Rs 5 lakhs, but 
their borrowings had risen sharply 
by Rs 15.10 crores. Deposits of 
of Central and State Governments 
declined by Rs 2.65 crores and their 
borrowings were also less by Rs 57 
lakhs. Foreign Balances receded by 
Rs 1.10 crores. The Bank’s invest¬ 
ments were up by Rs 4.59 crores. 

Activity in the giltedged market 
quietened a little during the week. 
TTie 3 per cent Coversion Loan had 
more sellers and lost ground. Short- 
^ateds continued in favour while 
foi^-dateds were frequently on 
offgr. The tone is quiet but steady. 


Rie Gtnrecfhn^nt of ImSa and Ri 
70 lakhs to parties nominated bn 
the Govertunent erf India, Rs 1.7! 
crores to the foreign oollaboraton 
Phillips petroleum, IJJS.A, Rs 
lakhs to Dutican Brothers, Calcutta 


TODAY eipwiMi ttavellers do not cMiy c|riu4t^ 
lost or stoha. IflMnRNer you go in India, ea<ryBiil»fi|iM|;| 
Traveiten^<%jidi|i|^thcy*n absolutely sa£|^o op butyoo capki 
cash them, .j^tud^p^silytoo.. .just sigKi|Mil'tl0ldB^^ 
in the pfeschOe of the bank offichd on d3i^.‘ li saw 
Bnoda travellers' Chequgji.v^ heotsho^ anyldatte & 
lfidia~>at oto' Sbnch of 

India, the Bank of Rajasthan.and some brandies of the Punjipt^ 
National Bask. Next time yon travel, carry tgk, eenvettient: 
Bank of BarodaTravellers* C^ques—nvaUable in dntominationt 
of Rs 25, RsfOand RalBO from yonrkmtl Rank of Barods brdneh. 


Modby* t# your ivN* 
nnt to yom. ^ 
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BANK OF BARODA j 

TRAVELLERS’ CHEQUES 

THB BA^ OF OanODA UMIIBD (Bkld- »«> Htsd QOtet BmOi I 

Write/br mtr free booklet, ‘May We Hel^ Your 
•which gUfes details of aU our serHees 
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'H« Has a waalth of information at his tlngortlps, 
an< 9 etlve, faplla brain, a-quick winning smile • ..And 
among his fallow officers in the Sales Department 
)at Burmah'Shell's^en^ai Manager's Office,Chari 
vis known as the rnan with the answer How! was 
'^hls done in 1953? And why was that dacldsd*? 
-Cltarl knows. How will this be done In 49737 
CftSek with Chari He, always helps. But If Satsa 
lent your Interest end Karnatic music Is, once 
agpin, ask Chari. He is Sure to know. 


work for 31 years and looks forward to another 
three years of It 

TODAY, AS EVER, PEOPU LIKE CHARI ARE 
WORKING FOR YOU 

Chari has never been known to flinch before a 
mass of figures, or duck an argument on Karnatic 
mualc I HIS only daughter has won the President’s 
Prix* tor vocal Karnatic music and holds a Sovern- 
ment scholarship. 'Like father, like daughter,* 
Chari says chuckling 


IYDULO re L08T WITHOUT WlW 

The Sales Manager says, ‘I would be lost without 
him.’ He'll write you a contract or quota.you a 
pries, produce statistics or isnstyss s trend, w^h 
Speed end obvious plaisurs. He' has enjoyed his 


Chari and people like him—at all levels of res¬ 
ponsibility—are Burmah-Shell. Today, as ever, 
thsV 'Are hard at work . working to ensure that 
%dtst petroleum products, essential to India s 
growth and progress, are brought to you at the 
right piScs and time, In the right quantities. 
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noisrs's Ibuift'' 

CM4U 

\o«»u 

Sep30 

OotS^ 





1 'I^oief«ic»ul&4<m 

2281.33' 

2367ft8 

E204:i^. 

2047.68 

. 2 oohL 

t20:«2 

120.97 

I)»ft6 

l23ftS 

S IMposits 



” P ", 


. , ' .(«:} Central Qovt 


5220 

7020 

68.42 

<b) Other OOvts 

. iijoi 

lOftO 

7.13 

1627 

(c). Banks 

83.39 

88.61 

88.42 

80.38 

'■ ‘ fd) Others. 

163.08 

161.96 

16026 

16028 

4 Foreign imuri{)es. 

92.48 

92k46 

89.46; 

88.08 

' ft. Balance, abroad 

8ft<i 

9.16 

, 0.04 

627 

8 Bupeb securities ^ 

1964ftl 

193921 

1892.30 

1738.31 

7 .Investments 

173.00 

16821 

106.13 

140.06 

.8 Loans and advances 

. 

' t 


’ toQovts 

83.31 

83ft8 

55.86 

30,66 

. 9 Other loans and 





1 advances 

148.88 

14122 

140.63 

144.40 

geltdol^ Banks 

Ootll 

Oct 4 

Sep 18 

OotU, 

‘68 

1 Aggregate 

2a4ftl 



deposits (net) 

2213.10 

2191.26 

2054.94 

' ' Demand (net) - 

983.78 

969.52 

94726 

813.18 

Time (net) 

1250ft2 

1243,57 

1243.09 

1241.75 

2 Cash in hand 

3 Balance with. 

57.93 

55.53 

52.46 

65.02 

Reserve Bank 

87.18 ■ 

79.44 

86.86 

74.18 

4 (2)+,(3)a8% 
of (1) 

5 Borrowings from 

6.55 

6,1<I 

6.36 

6.28 

Reserve Bank 

1.03 

3.12 

OftO 

10.36 

(a) Against usance 




bills and/or pro. 




mlssory notes 

— . 

0.20 

0.65 

6.09 

(b) Others ' 

1.98 

' 2.9? 

0.36 

426 

6 Advances 

1240.81 

1238-62 

1242.52 

1282.91 

(a) State Bank 

235.44 

' 234.80 

23814 

256.60 

(b) Others 

1005.37 

1003/72 

1003.38 

1026.31 

7 Bills discounted 



’ 


(a) Inland 

174.65 

■ 170.90 

163.37 

168.23 

(b) Foreign 

55.70 

52.87 

53.52 

49.60 

(c) Total 

230.35 

223.77. 

216.89. 

20t,83 

(1) State Bank T5.55 

14.56 

15.63 

12.34 

(il) Others 

214.80 

210.22 

201.26 

196.49 

8 (6) + (7)a8% 





of (1) 

66.44 

6627 

66.60 

67.68 

9 Investment In 

1 


J 


Oovt securities 

768.45 

' 786.00 

761.04 

690:15 

10 (9) as % of (1) 

34.25 

^62 

34.27 

33ft9 

Bbmbay Money Rates 


, {Per 

■cent'per annum) 



Oct 11 

Oct 4 

Sep 18 

OotU. 

Call money ‘ 

, 


■OS 

' from Banks 2J27 

2.22 

3.04 

3.00 

Beven days 

— V 

3.00 

3.00 

3.00 

.X><w^sits 

Three ftionths 

_ 

-r 



■ Blx months 8.75 , 

3.75 

ft.76 

8.75 


- ^ 

iioiiEi ifijii^ or fVBo^ 

I , \B*n : jkar tuding March 19S3 100) 


Qroup aad Sub-gtoup 


,F«Od'4LnlQlM 

C«^ 

Putaes ^ 

Fruits ft VsgstabiM 
UlUc ft Obes 
Edible Oils 
FlshM Eggs ft Meat 
Sugar ft Our 
Otton 

Unnor ft Tobsiecb 
Tobacco , 

FnU, Power, Uglitft 
Labrloants 

Industrial Raw Materials 

Fibres ’ ' 

Oilseeds 

Minerals 

Others 

Manttfactares 
Xutemtedlato Produote 


|l |i 




( 8-« 

Sft 4- 0.1 

6^ 4- S.4 

8.0 — «.« 

Sft —8.2 
0.2 — 2Jl 

2.0' — 40 

aft + aft 

54 *h8Bft 

Aft ■i’ 8:1 ‘ 

».i 4'Xe4 

6.1 +81ft 

».b +113 

Bft - ^Oft 

1.8 . + Sft 

4 ft — 8.0 

2.8 — 0.0 

5.2 + 0.4 

0.8 + 1 ft 

».0 — 8 ft . 


Flntabed Prodoota 

186.8 

189.1 

189ft 

ta 

Textiles 

125.3 

126.6 

147.7 

Cotton 

129.3 

136ft 

lS5ft 

■+ 4.8 

Jute 

m.i 

97.9 

101.1 


Woollen 

141.3 

166.6 

166.6 

+10.8 

Silk & Rayon 

131.3 

136.3 

138.8 

+ 6,7 

Metal Products 

160.8 

163.0 

163.7 

+ 1ft 

Chemicals ' 

115.1 

117ft 

117.4 

+ 2.9 

OU cakes 

163.9 

169.8 

163.3 

— 0.4 

Machinery & Transpon 
Equipment 

117.6 

123.9 

123.0 

+ 8.4 

•Others 

125,3 

128.4 

128.5 

+ 3.6 

All CoRunodlttea 

181.1 

lS5ft 

135.9 

+ 3.7 


Employment Exchanges 

{In ’000*) 

July ’63 June '63 July ’^2' 1062 


No of employment ’ 

pxchangeit 350 350 342 

No of regisiratione +66.2 395.2 387.7 3 

No of vacancies 

not)6ed 77 8 77 3 71.4 

No of applicants placed 

In employment 45.3 42 7 41.9 

No of applicants on 

live regUterat 2743.8 2684.7 2147.0 2 

Source I Ministry of Labour and Employment 
t At th e end of t he period 

Electricity Generation and Dis^ibution 


Electricity 
generated 
Electricity sold 
Domestic 
consumption 
Cottpnercfal light 
and small .power 
■Industrial power 
Public lighting 
Irrigation 
MitceUaneoui 
Source I Centra] 


(Total) 


342 ' 
3844.9 


{MiiUon 
June '63 

kwh) 
May '63 

June ’62 

1962^3 

199?.r 

2048.9 

1746.2 

22093.7 

1648.5 

1689 8 

1507.1 

18276.3 

146.2 

148 8 

150.1 

1792.2 

84.4 

85.'7 

100.1 

1110.9 

1186.7 

1217.1 

1060.5 , 

13014.9 

19.S 

19.8 

19.2 

252.7 

104.9 

103.3 

81.3 

917.2 

106.8 

114.9 

. 95.9 

1188.5 


Water and ^t^wer Coounisilon. 


1809 



V'- 


POMATf ro the NATfONAL df^CMCC E^OMO 








'm 


s. 


m 


lUj 


¥ 




Day by day, month by month, 
the face of India changes fast 
Mighty steel penstocks guide the 
rushing river waters to turn the 
turbines to produce electric power. 

Massive generators, dotted across the 
country, send this power vibrating along 
wires to turn the wheels of industry. Electric 
lamps are switched on in village homes. Long lines 
of steel pipes girdle vast stretches of land, carrying 
water to thirsty villages and liquid gold to refineries 
Automatic signals guide rolling wheels along a 
criss-cross of steel tracks. Radio waves race across 
the skies to help mighty Jet planes land on our soil 
with their precious cargo. And thus a nation steps 
out to tomorrow. 

As electrical and mechanical 
contractors and maintenance specialists on 
behalf of leading West German manu¬ 
facturers, we too are contributing our 
bit towards building a new India. 
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AeiVATE LIMITEO 

CALCUTTA NEW DELHI 


VOERABAO SANOAUOPVB ■ nOUKKELA 







I 

.Foo^^gnriBw ' 

»Th 

98.0 

168.2 

110.2 

108J 

Ut.9 

112,0 

110.7 

llftB 

116.5 

1145 

llM. 

(a) 

Cenuiit 

99.4 

99.3 

104.5 

UU.9 

106.1 

uo.r 

111c* 

110 2 

114.5 

113.7 

114.0 

ii4.jr 

Rice 

100.9 

97,7 

982 

1015 

109.6 

108.1 

mi 

106.4 

108.1 

109.3 

109.4 



4«war 

100.2 

102.6 

U2B 

HIS 

m.4 

lUA 

104.8 

111.2 

115.3 

109.6 

1105 

mi 


IMee 

964 

101,0 

HOD 

ll&O 

1144 

11S.7 

114.6 

124.3 

130.0 

132.1 

132.9 

1364 


Rsfid 

92.4 

01.8 

94.0 

97.9 

96.4 

93 2 

94 3 

973 

101.3 

99.9 

96,1 

98.9 


Wheat 

99S 

97.1 

1007 

109.5 

115.4 

126.7 

138.6 

120.2 

126.3 

135.0 

133.0 

1S7.9 


Barley 

9T.9 

99.4 

102.1 

111.0 

107.4 

107.6 

110.6 

96.4 

104.0 

106.1 

1014 

104.8 

(b5)i 

Ihtbies 

91.9 

92.6 

97.9 

107.1 

110.3 

116.8 

1174 

1134 

122.1 

122.3 

116 6 

119A 

Clratn 

91,2 

82.3 

87.4 

96.0 

111.6 

118.0 

116.7 

109,7 

1217 

124.0 

113.6 

UT .t . 


Tut 

93.S 

104.9 

102.9 

lOll 

1031 

98 0 

98.3 

101,1 

105.8 

1024 

1025 

994 


Other Pulses 

92.2 

98.4 

105.6 

117.7 

1067 

115.3 

117.4 

114.8 

121.7 

121.2 

U8.3 

1214 

n 

hfon-FoodgraliM 

llOJ 

121,8 

116.2 

1180 

«7.4 

189 7 

1S4>4 

186.1 

188,6 

187.7 

188.9 

1464 , 
187.1 

(a) 

Oiiseeds 

106.S 

115.8 

, 110.7, 

108.9 

123.6 

1194 

1234 

125.0 

128.4 

133.5 

133.4 

Oroundnut 

U3;0 

123.6 

' 120.6 

106J 

139.4 

1291 

U9.2 

161.5 

157.3 

151.3 

157.4 

161.8 ' 


Besamuni 

Rapeseeddb 

107 7 

117.6 

116.2 

126.6 

127 8 

1113 

105.4 

101.6 

109.1 

109.5 

106.2 

109.1, 


Mustard 

107.0 

123.4 

■108.1 

1152 

125.2 

131.2 

1304 

123.8 

126,7 

148 7 

147.5 

isao 


Lliueed 

92.2 

80.8 

88.6 

90.2 

.88.5 

99,4 

109 4 

83.5 

1034 

1265 

1168 

111.0 


Castoraeed 

94.0 

98.1 

90.6 

919 

93.6 

98 9 

06.0 

75,6 

77.8 

79.8 

70.9 

75.7 

(b) 

Fibres 

118.8 

135 0 

180.4 

137 3 

147 2 

160 7 

161.8 

160.7 

1614 

152.6 

151.7 

187.8; 

Cotton 

119.2 

132.9 

128,9 

141;7 

153.0 

164.0 

162.7 

162 5 

161.6 

154.2 

154.8 

lfffl.4 


JUte 

121.3 

167,8 

155.9 

10S.5 

106.8 

149 4 

1639 

149.5 

165.5 

144.6 

129,7 

ISffli 

(c) 

Plantation Crops 

99 0 

99.3 

100.4 

1017 

104 4 

104.9 

104.8 

106.7 

109.8 

110.0 

110.0 

116.9 

Tea 

100.4 

100.1 

100.4 

99.3 

101.0 

101.3 

100 7 

1016 

101J9 

101.8* 

1014* 1015* 


Coffee 

103.6 

105 7 

107.2 

97 6 

103 2 

104 2 

104.7 

106.8 

114.9 

120,5 

130,5* 120.6* 


Rubber 

88.9 

84 7 

89.6 

122.6 

127 3 

128.1 

129.8 

126.6 

145.1 

141.9 

141,9* 

141.9* 

(d) 

Murellaneout Crops 

112.3 

117.8 

110.6 

100.3 

103.9 

113.5 

121.0 

1221 

116.8 

123.0 

134.2 

139.9 

Sugarcane 

116 4 

132 2 

1174 

960 

108,6 

126.1 

138.9 

140.4 

132.0 

143.1 

158,7 

162.8 


Tobacco 

102.7 

82 9 

104.2 

1061 

99 6 

117.8 

120.4 

105 3 

1089 

106.4 

1154 

119,3 

III 

All Conunodltieti 

99.9 

101 7 

106.8 

111* 

112.3 

115.0 

116 0 

114.6 

116.2 

119.0 

118.6 

120.9 


• Bated on proviaionaJ estimates 


INDEX NUMBERS OF AGRICULTURAL PRODUCTIVITY 


(Agricultural Year 1949-50=: 100) 


Conunodiiy Group 

19W- 

51 

1961. 

52 

1962" 

53 

1953- 

54 

1954." 

S.': 

1955’ 

56 

‘1956 

57 

1957 

58 

1958^ 

59 

1959-““ 

60 

‘'1980- 

61 

1961- 

62 

I 

Foodgralna 

92 4 

93.0 

98 0 

1081 

10S.2 

103 0 

107.4 

98.6 

118.0 

110,0 

118.4 

117.1 

(a) 

Cereals 

90 8 

91.8 

97.0 

108.2 

104 9 

103 8 

108.2 

999 

113 8 

112.4 

119 8 

119.7 


Rice 

871 

924 

986 

115.7 

105 2 

110 8 

114 2 

100.3 

118.8 

114.6 

124.5 

123.2 


Jo'war 

89.6 

94.0 

944 

102 4 

117.7 

86 6 

101.0 

111.6 

112.6 

106 8 

121,5 

100.1 


Malze 

87.6 

100.3 

112 1 

110 3 

111.6 

906 

115.9 

109 3 

104 2 

110 9 

108 7 

1079 


Ragl 

94.8 

87.6 

87 2 

117 6 

112.7 

128 4 

1259 

122.2 

127 4 

128 2 

115.8 

123.1 


Wtieai 

1012 

96.7 

111.9 

109 6 

ll'i 3 

103 6 

101.5 

98.6 

114 0 

112 4 

122.3 

126.8 


Barley 

107.6 

100,6 

119 9 

1110 

115.8 

110,2 

109.0 

99 5 

108 4 

107 2 

118.6 

124.5 

(b) 

Pulses 

99 8 

97 5 

100.9 

104.6 

J07.4 

1014 

104 8 

90.9 

1114 

981 

110.3 

101.8 

Oram 

107.6 

107.2 

124 9 

130 6 

130.9 

117 7 

136.9 

114 7 

148.1 

115 7 

142.9 

129.7 


Tur 

98 2 

93 1 

88.3 

96.5 

89 0 

101 4 

108.0 

76.5 

84 3 

85 3 

104.5 

68.0 


Other Pulses 

92.8 

91 7 

861 

87 2 

93.8 

901 

78.3 

76 9 

87.3 

87.9 

86 3 

87,1 

II 

Non-Foodgralns 

95 6 

91.1 

89 8 

908 

94 8 

91 7 

97 8 

95B 

102.1 

93 9 

1069 

104.4 

(.1) 

Oilseed i 

92 5 

841 

830 

05.2 

92 2 

910 

97.5 

95.2 

106.5 

88.6 

983 

99.9 


Groundnut 

89.7 

76.2 

70 8 

93 9 

887 

871 

91.4 

85.1 

94,7 

810 

88 7 

909 « 


Sesamum 
Rapeseed & 

94.3 

87.8 

92 0 

101.6 

105.9 

94 3 

93.2 

843 

112 8 

88 4 

77 0 

86.0 


Mustard 

884 

940 

97 6 

931 

102 0 

88 6 

985 

92.7 

102.1 

880 

113] 

101.6 


Linseed 

95 2 

86.9 

97.1 

98.8 

102.0 

97 7 

82.5 

719 

100.9 

82 9 

811 

85.8 


Castorseed 

856 

84.4 

88.1 

87 6 

101 9 

99 2 

99 3 

91.0 

111 1 

103 8 

68 0 

104,2 

(b) 

Fibres 

014 

95.0 

98.5 

06.2 

95 4 

93 2 

105.5 

102 3 

109 0 

92 5 

115 8 

115,5 

Ctotton 

62.9 

89.7 

93.9 

107.1 

106 9 

93 8 

1114 

110 0 

198 9 

898 

131.3 

110.6 


Jute 

876 

90.2 

96 3 

94.8 

88.7 

90 9 

84 6 

86 2 

102.1 

97 3 

93 8 

98.9 

(e) 

Plantation Crop\ 

106 0 

110 2 

115 2 

102.3 

108 4 

107 9 

117.4 

116 1 

116.,6 

116 7 

119 4 

1261 


Tea 

103 4 

109.4 

114.9 

101 3 

109 3 

105.8 

116 4 

114.0 

117 3 

117 5 

114.6 

128 0 


Coffee 

108 4 

106.6 

117.4 

150 1 

1471 

188 2 

194 9 

211 2 

209 6 

216 4 

294 7 

213.8 


Rubber 

111.8 

111.5 

118 5 

107 6 

100.2 

114.1 

117 8 

110 7 

110 4 

108,9 

116.4 

124 7 

(d) 

Miscellaneous Cropy 

082 

96.8 

918 

971 

111.6 

106 8 

106.8 

104 4 

113.9 

112.3 

1161 

110.3 

Sugarcane 

97 7 

62 9 

862 

93.2 

105 7 

96.7 

98 8 

98.4 

107.2 

105 0 

109.6 

90.5 


Tobacco 

94 7 

94 1 

87.6 

95.7 

95.6 

96 8 

94 4 

86 5 

108.6 

1001 

101.1 

107.7 

m 

All Commodities 

95.7 

95 9 

969 

102.8 

104.2 

101.6 

107 2 

lOlJ 

112.2 

108.0 

118.1 

116 6 


Note ; The index numiicrs cover 28 crops, divided into 2 mam groups and 7 sub-groups, as the case of index numbers 
of agricultural production The productivity index has been estimated by dividing the agricultural production index by 
the unvreijf^ned area index^ The productivity index, as in case of production index, ha«, been compute-d by the chain base 
ipgtluad to allow for changes in coverage and methods of estimation 
fl W W t Directorate of Economics and Statistios, Ministry of Food and Agriculture 
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’fjyit > IriAoiri^ Cttutraw 
Drift 
Cwjdit 

NOt^S ' • 

I«d^^lieng« r-A'End 
of Dravida Nadu —- Higher 
f' Sacotidaiy ' Course — Co^rdi. 

in Xgricaltftre — Out- 
, aider Shipping Service — Auto* 
iMhiies. How jndiah? — 
Attracting Tottrisis ' 
iJlTTER TO EDITOR ' 
BfifopA tiV'^velution? 
dtfltAl- VIlfcW 
OH the Eve. of th* Jaipur Session 
' — Rem^ Thapar 
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Focus on *Rael(ward Regions 
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OUR -OALGUTTA LETTER 
Re^ctJpnlit Policies, in Jute : 

■ ITMA’a Defence Unconvincing, 
,BOOK*i^yiEW 
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‘RTICLES 

Raj in Andhra ; An 


"S^'C V H ' , 182 

Immigration into Assam 

P C Ooswami 182 

XJ S. Balance of 'Payments 
, T-, Rajendra Kutuar 183 

Regulation of Corporate Aflaln ■ 

R K Hazari ,183 

AROUND BOMBAY MARKETS 
OaW Street Scales New Peilt ■ 183 

,«i?SINESS NOTES ' 

Bombay, Burmah — Mysore Spin* 

’ ' 'miig' ^ Hindustan Machine , ; 
i Toob ~ BaiPda'Rayon Tata ", 
"Obpidcala -J- Weat Cpaat Paper 
f — American Refrigerator *- 
' Orithttal Power” Cables 
i HfaidiauH) Lever Money , 

'tJ'Martiet . . • 184 
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BombaF'l. 
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:.2S3406 

“^arrdi^fewr: J?i 24 / 
If#'^4Ff»%n ',#.5* • 


-.. ' 7.. ' .. HI . . 

Task before floiigresA; i f 

'J^E Congress bits been disccedited by it« jperfoitmaape, ab<f' a eldgoinf'^ 
up of the par^ and iu, revitalishtion mtfdit '4vin bibsbvfar.,it 
image which' it iun lost Ibex* l»'some logic in ^ i£iitaMi«Jf<#u^', 
Buie to the teorganisation, of the party is the )»opoaa) put^utlsiKd 
La'l Bahadur Shai^ii, among others, for-a change in jhe ClosglfUR Cbotv' . 
stitution, by which ftrimary members will be deprived of 
dght. The organiaation is defiled at the rppfs became, ai eitory 


knows, much cd the primary memberdiip is bogm and by 

well-off and;influential in' order to secure foT' thefioeives a posRiaa ^ 
the party. If the voting for election of mem^vs U ^e 
hierarchy is restricted to Congress .workers'who have fivths 
of their competence and ^devotion, it should be possible to IigBt^ 
some of the undesirables from running Uie party ox bavmr a fnMNB^'' 
nent vdicc in it. That is, however, a hope mi4 not a certupty.' 3^ 
even so, it is, an essential'Step. The proposal, i^enmr, wiB ddl’• 
up before the Jaipur Congress. It is to be bo^d that d)%.At|^l9fmol|X 
' will have the’ courage and determination to push it thiWmM ^ 
plenary session of 'the Congress whidh meets later at „ 

Though not an off-aho'ot of the manner, of recruitment of pahmury 
members,, but in the sanm category of practice in regard to It^ banelftf' 
influence on' the ,tone and. temper of the party, is the reliance on 
money for party funds. Shastti recounts Wistfully that there waa A 
time when the Congress reliad for its funds on small sdbscrlptlilRls 
ftom the masses. It had found no access to big . money then, be 
raised the question of the Congress going back to the .feAt ati^; 
members as the principal’ source for party funds and weaning aiwy 
the party frdm big money. This is, however, only wishfid thtidcf^. 
For raising money in small amounts fyom a very large numbdr M ' 
people is an enormously, difficult job; the temptation to take short'CiUtl,. 
difficult to resist in any, circumstances, is boUnd to be irresistible wheK. 
the party is in power and pcoess to big mondy only too easy. " 

But to go back to‘the logic of Kamari.] Plan, has the Comtuma 
been discredited 'only bteause the people who run the party have failed 
to keep to the strait and, narrow path, or because they have been 
-and found wanting? A roUtributor has unearthed and drawn attontiOR, 
to a letter sihich"Pandit Nehru wrote to Mahatma Gandhi a few montte 
after the Congress came to power in 1937 in seven of the eleven 
vinces of what waa then British India.' In that letter. Pandit Nirfhim 
had mentioned the speedy di8lllusi«mment of the people, the allland| 
of the Congress ■ministers with the' industrialists, their unconcern for 
youth and hostility towards labour. He Had written of his own bts- 
wilderraent the use,of the police by the Congress ministries at th# , 

• slightest provocation against students or laboiir. He had even res#t^4 
wch outrage. Tlfet Vaa.just after 1937. ■ * 

What has happened >inre? After Independence, the- Cdngr^ 
-faced jtrennendoui problems. There;, could be no easy solution .to 
''of.-tKSdj. ’Whgt-hae Mlade flie^sountry hitter today is-not that the Cdifr 
has iaiied td-.^l'^ tfeps^,PTofeJpms.1^ mat it hw .not tri^ td 






tl|^ «n/’*dMW;i 4ol% out iaMi0iii¥^ 
KVittf «i^ i^ttllftu^ Sy its or«H* 
Isiox^ it lucces^lly nidbaBt^ 
to tWan^ out all die fervour'* 
was in the country after Indeed'* 
enice and chilled all entbuauna. 
the Congress leadership has gens* 
rated general apathy by m^ng 
promises and refusing to carry 
them out All the time it has 
ie^t on talking of a socialistic soc¬ 
iety, of welfare State, of social 
justice, of equal opportunities for 
all, and the other catch phrases 
fiW die Fabian Bible, with the 
result that the rich at the fop are 
annoyed by its talk and the poor 
are dismayed by its performance. 
In the resulting situation, the 
opposition parties who have noth¬ 
ing to lose are capitalising on the 
distress of the middle class and 
the rural people and exploiting 
their grievances in order to under¬ 
mine precisely those ideas and 
institutions which can lift the 
country out of the morass. Commu- 
nalism comes in handy and social 
backwardness is always their ally. 
So planning is reviled and socialism 
is discredited because the Congress 
party has planned and talked of 
socialism. Kamaraj plan will not 
stop this rot. 

We all witnessed how much 
ebergy lies dormant among the 
people of diis country from their 
response to the Emergency at the 
time of the Chinese aggression. If 
the Congre.sB party has a program¬ 
me which can still capture the 
imagination of the people and 
bring out that same latent energy, 
a minimum programme, concrete 
and definite, which will mobilise 
labour and rural people end bring 
the urban youth under its banner, 
a programme which has a direct 
and positive meaning, the people 
will shake off their apathy and 
come forward. 

Yet another definition bf socia¬ 
lism at the Jaipur session is 
not the answer. Socialistic pat¬ 
tern has been debased into 
socialistic patter and it cannot be 
redefined back to life. In any case, 
what is it that |a now sou^t to be 


_ 

mmuitaiabua 

produce' an an^ie ijsopw udpich 
will, for a while, tOoke ct^ for 
c^cal new^per commentators. 
Inat apart, it is unlikely that any¬ 
thing diat transpires at Jaipur wifi 
much change the content of Con¬ 
gress Governmott Gantrols do not 
add up to socialism of any type; 
devoid of socialist purpose Imy be¬ 
come vast sources of patronage for 
the powers that be and vast sources 
of gain for those whom these 
powers patronise — witness indus¬ 
trial licensing or brade controls. 
Even planning merily has under¬ 
written private capitalism. It is 
no euphemism diat private enter- 




koidaliinnu, 

'iiiwt of j^Uc mo^< U W 
oveiheadh; In poww, ^ 

so on, createa thO •‘‘eOnidiliolat Iftwr' 
private profit.. That Is, after 's^' 
the mechanics of gfewth — gr««id» 
yes, but not socialism. 

Is Jamur going to change all 
diis? will the Congress ceoM to 
be financed by big money? Are 
Congress Ministers going to st^ 
leaning on capitalists fmr ovary- 
thing from old age pension arid 
employment for relatives to blade 
money for political skullduggery? 
To pose these questicths is to answer 
them. 


Laos: Dangerous Drift 


done? F 
Hes whic| 
ownership' 
exista in ' 


'la list of induBt- 
I 'be under public 
it. a list already 
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the arrival in New Delhi of 
Prince Souvanna Phouma, 
Prime Minister of Laos, not long 
after the visit of General Kong Le, 
is a reminder that the bitter pro¬ 
blems of that unhappy country are 
still not within sight of settlement. 
Indeed, the most recent reports 
suggest that behind Prince Sou¬ 
vanna, bis country lurches towards 
open civil war, Uiis time without 
centrist mediation to balance the 
contenders. As Prime Minister, 
Souvanna is respected by almost 
all Laotians, and obeyed by hardly 
any. The space left by the depart¬ 
ing French has never been filled 
by any one authority, and, as in 
pre-war ChiOa at various times, 
contesting warlords compete for 
supremacy. In the conditions of a 
world Cold War, the armies are 
backed by different punters, and 
as a consequence, although the 
warlords were, until recently, 
almost all Prjnces (Right Prince 
Bourn Oun, Left Prince Souppha- 
nouvong, and neutralist ftince 
Souvanna), the traditional align¬ 
ments of world politics had appe¬ 
ared — the Soviet-backed Pathet 
Lao (Neo Lao Hak Sat) versus 
the American-backed General Pho- 
umi Nosavan. 

However, the recent shift in 
world alignments has changed 
the familiar pattern, and fire 
Soviet Union mu tdiown a will- 
ii^eas to join with ^ US in de¬ 
fending Laotian neutrality and 


minimising the factional wings — 
a closing of the ranks against the 
less scrupulous militancy of the 
Chinese. For the first time, roads 
connect Hanoi in North Viet Nam, 
and China, to Pathet Lao territory 
— communications that can expand 
the help given by the East Wind 
Communists, and prevent any 
Russo-American agreement to neu¬ 
tralise the country. What the pea¬ 
sants of this poor and war-riven 
country can make of these distant 
manoeuvres can only be guessed — 
the appeals of the ‘American Way 
of Life' or ‘Prople’s Democracy’ 
must be equally irrelevant beside 
the mute plea for peace. 

In die past year, the uneasy 
balance between the three groups, 
momentarily reconciled bv the 
Geneva agreements of 1961 in a 
tripartite Government under Sou¬ 
vanna, has been shifted. First, the 
Right has been weakened steadily, 
while the Pathet Lao has extended 
ita area despite the formal cease¬ 
fire. Second, and more important, 
the neutralists have become incre¬ 
asingly split between a left and 
right faction — Souvanna, support¬ 
ed by Kong Le, leaning towards 
General Phoumi and ll^hington, 
and Quinim Pholsena, supported 
by one of Kong Le's lieutenants, 
(]!olonel Deuane Sipaseuth, favour¬ 
ing Pathet Lao. Late last yaar, Ae 
extent of the split was shown wlnn 
an American transport planii fieli- 
vBJting suttplies to-Kong La, was 




"DeHMitta; ,|le«»ta8, ,*iut liif>. 
i>, ae4 Uter ffibrii 
jviiqim toinporarUy ,p«t<jicd np 
qtMrueil A )ittle 1^, one ^ 
lEii9!i^ Le'» aeutnMiat officm wu 
ll^t dead, die &»t ol a mh^ of 
liMniiwtiom tfaat included ^inuQ. 
li^lited fighting o)o the Wain id 
ll^ between die two neutralist lac* 

' ^iens followed a iamiUar pattoti, 
«rith the left slowly gaining over 
jKoitg Le* Early hi thne 

was a furdier bntbrett of fij^ting 
between Patfaet Lao and the Righti 
which later subsided end which the 
International Control Commiisiob 
(India, Poland, Canada) is now 
hsmtigating. 

Meanwhile, the economy has con¬ 
tinued on its downward path : 
what prosperity there has been has 
been a direct function of American 
subsidies. Under the ceasefir^ there 
was no real attempt to unify the 
three divisions of the country, any 
more than there was any integrated 
system of administration — the 
rightist Minister of Finance has, it 
is said, never met the Pathet Lao 
Minister for the Economy and 
Plan. Prices and the general cost 
of living have continued to climb 
steeply, and most of the remaining 
aid projects have been abandoned; 
crop area shrank under the conti* 
nuous military havoc, arid the 
country is now dependent on food 
imports. (America has paid on 
occasions up to 90 per cent of the 
import bill.) The ambitious deve¬ 
lopment plan prepared by the 
Planning Ministry remains an aca¬ 
demic exercise while political insta¬ 
bility continues. The only industry 
which continues to be a success is 
the French operated tin mines at 
Phong Tiou. The extensive iron 
and oil resources discovered in the 
country remain unexploited. 

Through the vagaries of Western 
policy, one fairly clear trend has 
been visible — the inexorable 
growth of the Pathet Lao. Its dis¬ 
cipline and organisation as well as 
its close proximity to friends (par6- 
eularly Hanoi) have brought it 
Withhi striking distance of its 
(^jective. American aid and the 
neutralist centre have prevented the 
final solution of the Laotian pro* 
hlem. Perhaps now, with the neu* 
tmUst split and the Right wesdsen* 
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feraas of « bnatw&g ■pane iwr las 
l^pie <d Lfoa, U is of relatively 
Uttb moQ)^ whetirer the stro^ 
oeitnd auth|rity is like the l!forth 
Vietnamese the Soudu PartitiiHi 


sfeid4i%»'.-»>:bai^essi9i^ of''. 
but 

be faeed ^ ead die present stale! 
mate. Certuhdy, de^dte the best 
intentioafc the neutral oeutii«t| peem 
to have littfe more that is fruitfid 
to offer. . * 

'4. 


Relaxation of Credit 


AS., promised by the Finance 
Minister in his broadcast speech 
three weeks ago, , the Reserve Bank 
has announced some liberalisatimi 
of its credit policy on the eve of the 
busy season. The quotas for lend* 
ing to the scheduled banks have 
been relaxed and the lending rates 
have been reduced. Banks would 
now be able to borrow up to 75 per 
cent of their statutory reserves, in¬ 
stead of 50 per cent as hitherto, at 
4^ per cent; to the extent of another 
75 per cent, they would be able to 
borrow at 6 per cent. Borrowing 
beyond this limit would still be 
subject to discussion between the 
Reserve Batdc and the scheduled 
bank concerned but the latter will 
not have to pay the penal rate of 
interest of per cent; loans be¬ 
yond this limit will carry the same 
rate of interest of 6 per cent. The 
concession for credit to small-scale 
industries and cooperatives, to col¬ 
lieries and for export bills will 
continue. 

An important change in the 
lending policy of the banks is the 
removd of the 40 per cent margin 
restriction on advances against 
shares which has been in force since 
January 1962. Banks will henceforth 
be able to lend against shares freely. 

The idea behind this liberalisation 
is, of course, stimulation of activity, 
particularly of investment activity, 
which has been slack. Not that eas¬ 
ier credit by itself can make a great 
difference. The present measure, 
however, should be viewed along 
with the promised institutional chan¬ 
ges in that direction such as the 
transformation of the Industrial Fi¬ 
nance Corporation into a develop¬ 
ment bank and the formation of 
one or more unit trusts, which an 
all on the cards. 


Unlike in last year, the banks 
should be in a sufficiently liquid 
position, judging from the trend «f 
deposits in & last few months, to 
be able to es;pand their loans much 
more easily even if credit had hot 
been relaxed. In fact, they are not 
likely to be xmder ihe same pressure 
as in the last busy season to reiost 
to the Reserve Bank. Ihe relaxation, 
therefore, can have only a marginal 
significance and largely a psycho¬ 
logical one. Jf, however, it was the 
intention to give a iqore posittvje 
direction to credit, it would have 
been more rewarding to allow the 
banks to borrow their entire ^Qt^ 
at tbe Bank Rate as it wonld tuivq 
significantly reduced the cpst of cn* 
dit. This would also be in tune 
with the decline in the rates ruliim 
in the call money market. Indee^ 
it is difficult to understand why thie 
tier system in its lending rates H 
still being maintained by the Reserve 
Bank. Apart from being cumber¬ 
some and confusing, the tier system 
no longer serves tbe purpose, fox 
which it was originally intended. 

The Finance Minister is, .of 
course, aware that investment acti¬ 
vity has slackened because of ttuuiy 
other reasons such as the difficult 
of securing foreign collaboration, 
without which new industrial ventu¬ 
res are hardly possible. The slacken¬ 
ing of the rate of increase of indus¬ 
trial production has also something 
to do — how much, one does not 
know for sure — with the inade¬ 
quacy of maintenance imports. The 
success that India has already 
achieved in convincing the aid- 
givers of the necessity for untied 
aid, highlighted by the decision of 
the World Bank to extend such aid 
for the first time to Indial —* 
also the first untied loan by ihd 
World Bank to any develc^ing coun¬ 
try — holds out a prospect pf some 
relief in this direction. 


1809 




"■;’r •- '>t' 


, , IrtdhpM^eiw, ' 

's. 

j4 FtER a month’s tallci in 
v'with the British Government, the 
Idnnai Irnmeworjc of the, new 
y?|i State has been settjod, and its 
independence <m December . 12 nsewi'* 
• -.tfd, I'he comptomise reached at the 
taltiB etaowed that Britain was not 
inepar^ to use its military forcd to 
' ‘idatcnd the regional demands of mn 
ikenyB Atricua JJemocratic Druon 
i(lUiiJU)« representing some of tlm 
■mailer tribes in Kenya (and parti- 
entariy the Kalenjins} against th* 
irdl <k the inajoriiy ot Kenyans* 't ne 
Kenya Afncaii National Union 
'(liAlSU) for its part scaled its 
fOlaitas down, and remained satisfied 
with the powers over police and civil 
bervicO not being taken from Bie 
tl%ht regions and given to Nairobi. 
|tl addition, KANU accepted that 
Cbiistitulional revision could only 
U^e place by referendum in matters 
Sthecting the powers of the regional 
ItaSetobiaes. KaDU it comforted, wHh 
^ knowledge that matters aife^ing 
Individual and tribal ngbtsj regional 
houndaries, and tlie composition of 
regionat assemblies require support 
Irom seventy-five per cent of the 
House of Representatives and ninety 
per cent of the Senate. 

The achievement of a comprqmise 
is surprising given the long and 
toihious wrangle at Lancaster House, 
interspersed with bitter denuncia- 
Hons, Both aides tried to stamjmde 
the British :(jiovemment from Nairobi 
<fp*b?hile Kenyatta was in Londeto, 
JCANU in. Kenya demanded, the 
.wi^rawal of the British Governor 
■ and immadiabe ifidependence for the 
,«Wtntryi while Ronald Ngala n^o- 
-Rated for KADU, his Kenyan 
lollcnvets aniidiinced immediate se- 

from thd.-t£onyan Union 
GoVermnent troops and 
massing a minor Harry. Whether 
^ther side gained by these tactids is 
cwiiclear : in any ease, they hardly 
stffeeted the basic issue. 

dm oolonial power is with- 
iimtwn .ih any country, I* leaves a 
Wijoaum in whicto^, cojitosting ele- 
jMhHs clash in the btrqgflf to re- 

» .« 1 a _-..s .*A_- ^aa 


Itt iadu^ce, 

to ito standard <d. the ^tfnan IC4{RJ 
' «%,; th* Adhie^ 

now represipnts the three major tri¬ 
bes of Kenya (the Kikuyu, Luo and 
Khamha Irih^j^^ holds elgl** ^ die' 
^hirteefi -snfhll tribe seats in &e 
lower House, and is broadly sup¬ 
ported by Kenya’s white ptqiuJatlo^ 
Accession to office ktrengtheiled dts 
doims to being a natioi^ pai^^~ 
Steps towards ah East African Ft^e- 
ration were undertakeh almoet. Im¬ 
mediately d|ter forming the Govern¬ 
ment. - In adiihHon, it has attracted 
some Asian support (despite the 
fiasco over home leave recently). 

The constitutional talks have 
given some formal shape;, to the new 
strength of KANU, but ip the nature 
of the Case, it patinot settle the ten¬ 
sion between tfah groups in Kenya. 
The Somalis in the former North 
East Frofatier province boycotted 
the elections, and have never lost 
ap opportunity to state their alien¬ 
ation from Nairobi and desire to 
join Somaliland. What the Kalen¬ 
jins, who showed two' years ago 
that they were dffeclive in carrying 
arms against, authority, have not 
yet indicated through KADU is 
hoW far they/are prepared to carry 
their demand for autonomous , re¬ 
gions. Tension, flaring up into riots 
between KANU and KADU during 
the celebrations of the first Kenyan 
Government last june, is likely to 
continue. Even , within KANU all 
has not been immune to the dis¬ 
integrating tendencies — there have 
already been sharp faction fights, 
-and most recently, rumours 
that the youth wing of the party has 
burnt crops* in the Highlands in 
protest against .party activity. 

But, for tito raament, Kenya lias 
purchased a' breathing space in 
which to begin Ae' heavy- task ctf 
developing its potentially v^ry rich 
oountiy. Before the' serious fission 
.tandenetes , develop, perhaps they 
will be able to express themselves 
in the wider and^ more swurc 
arena hf the. East African -Fedeta* 
tion. ' , 

€itd of tkiiykh " 

.Hr^da ,|||itnnpDa KasW 

gam^i pypHlfeed-tana was shp- 
posed to Andhrt 


‘^xairinMsly 'the pi^‘ 

ify'ostod'little to ' 

. tmuMoiM, ,Ai^ fpr all the ’ 

bf its; I«edO(«;-.liie'D^flll''K'lhisB'. 
tow ltB'ahoweii'..<^b(^ye M'Ji aohe- . 
rrigh . 'Dvavidi'Na^ jhat ohpitt uw . 
jeriondly' as -the pebpie,. -" 

Sb;'.when Itecmtly the' 
f}enmrai Secittary, G N Jkonadts^ 
quietly -lei it be- known tRrPthih ph'.- 
Betide in' the ’■party nrivspa]^ 
the B M K wa^ abandoning 
Nadu once and for -all, -It' eaused 
fio, more than a ripple.' thstegd/nf 
being the 1) M K’s dprioa calf, 'Drii- 
vlda Nadu hsd become the 
■word for the party’s opponetate to 
vilify it whh. The Sxteenth Amend¬ 
ment to the ConstihstiOfi provided 
a tonyeniefit excuse *for Attoadorai, 
who is no obscurantist like kis 
mentor E V R Naicker, to get tld 
of a total political liability. 

Formed in 1949 as an dffshool 
of the virulently anti-Brahmin Dra- 
vlda Kazhagam, the D M K now 
constitutes the principal oppoaitldq 
in Madras. But it has long Cut its 
milk teeth and it is doubtful whcr 
ther snti-Brahmihism was a mgjor 
factor at all in its striking success 
in the Igst General Electio'ns..With 
the exit of C Kajagopalachari from 
Madras Congress and the passing ot 
Congress leadership into non-'Rmh- 
miti hands, D M K’s caste appeal in¬ 
evitably waned. In fact, the 1962 
elections found the D M K in a 
working alliance with'the *Swgtani- 
ra party which in Madras' ik large¬ 
ly, afid correctly, identified wi^ W 
Brahmins. Rajaji addr69sed efeofion 
meetings organised by the DM K 
apd appeakd to the ’’intellectuals*^ 
to vote for it in cojistituetK^es where 
the Swatantra Party had-no candi¬ 
date; ' . ’ 

Even opposition to Hindi caimoit. 
provide the DMK-With a 'vUittls 
tong-tenh platform since the 
versus English choioe has Httle mwn- 
ing for die. vast majority of It* Idli 
lowers who, Unlike, toe' middlei Jed#! - 
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Jtt2^^i&‘S mS' - ^ . ?'o*»^ 

S*?*te 2 5*^ ^ ^ fdtfitionsl 

S ^ r > «ajnJ»«» aw £vemd tof noeatifl^ 

^ ^ Smaeqitaibw in terna ol «4ticat(4 

- ^ ^too frying 

’\ j, . ( ha contetnp^Ate^ iii®t.'pattern 

tSffl* tialbititaiB an i#tt6Cttt*B ®ntMt i/ -i. •» *s'" .• ~ " • 

t^J]«tiw tl^ K l^anj. g oonsider^e jaaoher if irtfiow 

-: "I^Lii.-'^: ' ' ’«»it€!ring scbpoi iawe^to; Bia vmiHar 

f^i^^SaCoMfoiy GtHNW ^ ior, a career wlth^ tli^ 

,.’yt^'iiiotlier ■y'e«r,‘it ie tftety, may ig any farther ^ucti^ii, ^ep ^ 

■ W afde^ to the doration df ^eduoattan eystew ha® to tw' revam- 
ttfllpfttirtg all over the fcopnlry. It ji<?d accordingly.';', ■ ♦' ' 

J«”€ then &. ho dearth of 

neStt fixed the linear sdrool a. woffcaWe sdheme'fv teaihhig 
^orw A* the- rtan&ld pattern to craft, and other practical coarses* to 
^ schools, is there jn, the ivpttrt 

^ Al^dia QjuncU for Sceo^a^ ct the JHudgEar fcommissjpn.; Tfih 
Miwatto^ 'wheh mot m New pmltr-puipose apd tonfer 

das ^ his exp^wd itself nr school* are totowid to 

lavopr of a total of 12 years of p„^„. .tudfiits for, middle-lfevil 
achooM?. This K twt to be taken job® in'todnstry. Yet thefr numfihr 
to that all the States _ have jj small .becaum tiiey -are. 

nnpl^ted the earlier •efae®^ ^mi>rt expensive than sohnoTs doSg 
Farjpomit,«venby thn endof the MwhV- 

.ITu^Iflgn only some 3ft per cem J^hds than a« now ptO^ide^ 
of m sewndary schools m the hate to be .found to equip theto 

. ‘«hools and train teachers f^r th'ese 

to the 11-yeat pattera. Most ^ courses. The problems aw also 


out senerai tapipaaon^ A^pen lar¬ 
ger niiids than are Bow pr^O^idea 
hate to be .found to equip thjBsa. 
schools and train teachers, fpr thpse 
courses. The moblems aw also 
orqani^tioftmf. of Uidne the Initia- 

1’' .' li«' . .» .1 ’ 


nmm fitd, lack of trained teacher, lb, VTt. 

.^Jhejaas^ for thm failure to y„,c^ jhey are tapped and the 
^;tN fut«?e- It ^ saiprolnfe content and pattern of school edu- 
*^“?;*t** **•« cation is Hnfc^ to its aims, leng- 

bP;in sttPh toe-to further ^hemog the duration of 'schobltog 
l^^ea. .the • higlwr. s<^ndaay will only result to-wasteful diffuaon 

#(AlVTWf't ®_a e«..«*•_« * t. « 


, , . . ol the all-toD-lirailed. real and 

It »s'not, denied that since for a 'financial sesonrees available ■ for 
. df ®ose entering- scbo<ds .education ' , *' . : %,'. - 

i ^I«di $chu0l.or hi^r sccMary . •. - , * ■ ' ; ' • ... ■ . 

.^n&t^tc^ (ffo^.aum total , df C*M>n;Unafioii fn 
H|fipll((atiac''.lrai^ng:, -yriirii''which'to ’"iWlljA.T- hapi^»-.'wjltoa- 
i,V'iAi®^yi?^{apd.‘tflo , r mortal-.rg^si^pqn 

* - ^ JlSo...|gwHtot tojisf ,he.-.ma4fc m '’«»■ admfofotW!fvti''ai!lpshe-ft;.--fdefti«to' 
■ rt 'Ve«f,for 

S|&iiiitotok,‘‘^.^'a o«‘ totf ,totA 
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wiWWii; Wfitm'i 

.iMliM}'^|iaB';ao.'ir% hf laaMw'' 


'fiA i4iMl,«iii{' into«' i&^pRto-'4to';.w' 
|pa»!pl«f'fo.;iii iMto'tintotoMnV' 

ihftw #W V ^ ^ 

SbSfefoVl^’rBteF' .^grnailtiiraf' 
.gtjaaipito'-etiritec fhfo ywar Wow'sirf ' 
filfo oj^c^.^at fhe 

• a^tonttotfrti ■ and nag a nfoat fo^ '■ 
trwitWBteht’*, 
mip(dtopt''ai>^ fiw^ toapbpyMh 

■ % .Juxto-wa^ In 'iqrafoi^tok tW' ^ 

' (totookatipaliy led- " me-'-JIgritMtaM,' 

^ to 'sot Ofr a W«riciitg‘lG^to > 

! “to mdew the exis^na ammlto 
maMi* ntdt' mumm. .^'ca&mmi 
aiiNre»'fbc‘brfi^RBg ,i:aaMtortol3aqto#i - 
qw»di»atKw! .ifae/ 
naiiqrtrtoivh: . and' ' oijgaaitttaMiMif. , 
ateitetartf*., . *.'.’ 

^‘.thkCCq^ hiNd,,16-.ttoBn]^i-^ 
^j!^,.Midistoii,'.5 Statu ^ 

dbb memi^r. of the'Planning * 
piiasitoi,and the >e« cfril'.seitatoi 
->aH wSell to toe fodmlca^ 

ties of 'toeHd<h°ito®ra(tivB maehtoet^ '■ 

* and ^ BuaBCOs of ' htowreid)^ 

pinpmfy.' It,' la .Baldly •diprlBhito, ' 
th^rqfpji^ .l^t toe vfhiwpV wptoi ' 
ia.'f»poerPod primely !' 

n^Oj^ypoai^ns.'to ;Ao -oq*«l»»S( • 
hterap^ and wch ddfeate nwt^; 
as. to*.proper rputing of'itopi!lrr.totd 
i»|»o jia to write whose coofidnitoaf' 
report. The prihnplm pf a^imsarto' 
tioi) ^unclated' by . Ac * Voridi^.,* 
Gfou^,] are lio to>ubt oaexMltiih-'^ 
aide r that the'new^ ^nteqr|le<r*\jaj^t- 
proach to' agrieultoral devdophtoto 
fas opposed to the earlier ‘‘sqgtoeh'f ■ 
tary” approach) ‘ ,|«liuire8. a sindb 
,organtaarional unit, , wirii .qpediW' 
and cfdtC-cnt Ksp^ibili^^ at 
levejsi, and that this should* not ne 
suit in, “t^anageable ,woric. loatf ’ , 

!.for 'any single 'ftmefiona^ or -hii* 
derjhipo specialitot|pn; In. ^IltoR 
out tofcse gOqerar pxinc^Iw 'W 
Gfoi^ payg' todicMloh® attt^foioi^' trt; 
ffoMeheiafores- and status ahd'-.to^ 
htoei® 'detdl#., The o*^ '"toSing ';toqit^ 
» riSt {'^eijr tS!«rnS~‘ whethw-’toB 

Tt;’toiforov¥'W«fet®. > , 

'--> ,1?,: ; tr.a-i 

’A|eq!|l»8>fits4^l dtlde^rtmeirtaanil 
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ppsi^^kti^ $m Fmiifff^^ 

MMlNt .l«; i»<^*^ in «i« d , 

. «s^ I‘iii8t tt/uy be kBOWn 
j^Mtnoilt «f j^ifiicuHural nad fiiliii 
; Wll Jpwirfoimi^'V IIm head olfthii 
lit^FttBeoii, to be derignated-^Ccikm 
ltlmoi»r< ior Agrioaltural pKxliKii* 
tioh: 'rtid ‘ Rural Devek^ntttat”* 
'Wordinate the work M 
Heada of Departmonta tonoeritOd 
agricultural production”. U it 
obvious how, in practice, ifaia 
jianior official will prove any stote 
weclive than the present Ikvdop. 
icoent Cpnuniaaioner, the ablation 
ei which post is suggested. At^dbe 
district level the responsibility for 
co-ordination is put. on an Agiicul- 
tnral Production .C^mittee, cea- 
wsting of the district officers of the 
^m ned departments and non-offi- 

‘ 2t is difficult to ima^e sudi i 
Committee doing any fistful worlc^ 
l^eyertheless, it is to have a mem* 
IS^-secretary (prescribed designs- 
^n: “Agricultural Production Offi¬ 
cer”; prescribed rank: senior offi* 
eei', class I) to assist the Collector 
fwbo will write bis “character 
roll’’] in the task of co-ordination 
“under.the overall direction of the 
Agricultural Production Commit¬ 
ter’, This officer, in turn, will have 
under him the Block Development 
Offers. And to enable the B p 0 
to. devote all his time to develop- 
in^tal Work, the group recom¬ 
mends, with a fine ^tirish of offi- 
pialese, that he may be assisted by 
another minor official “who may 
be designated, for this purpose, as 

PA to the BDO”! 

; What matters more for develop¬ 
ment— the framework of admiaie- 
tration or the men who hll that 
BfameworkS 

Dufifcfer Shipping Service 

Our. Sapping Correspondent writes J 
apparent tug-of-war between 
the Government^nd the Kanna- 
Conference over ^ght rates 
hits now become an elaborate farce 
w|tich should fool m one. The 
f«overnment had made known that 
^ would bo satisfied if fhe -increase 
cd ',12j per cent . proposed by die 
Qp^wence was seated down^to, 10 
ceni. And siv'tiow that the 
eSw^Keace has for a 10 par 

owt rise, the G^nm^t cannot be 

\ltj|«djssali6«d % lacs (KB H 

isnyo-^aaih"' 'il» 'CJonferofloo-'no 

'iilt 
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' are' oollld'' '(isBs^.vt; edtailo^ 
ties’ and the wRi end tbetjiii. 
Of course,'(&e(^3^oii«rnaiiMt is 'shD.Ur- 
big-great enthusiasm for an India- 
V K service^ oiftiida 4he Conference 
but th» may waQ'and u^ as a damp 
squd). 

One should not be 8(^ discouraging 
perhaps abotft the GovernmenPs 
intentions. It' is, indeed, a consider- 
ahte advance that the need fir break 
Conference monopolies .should be 
reoognioed. The pity is that the 
Government sbould attack the Con¬ 
ference when the Gmference has, 
On econcHuic rntninda a reasotiahle 
Case. AM said and done, a 10 per 
cent increaee in freight is not likely 
to affect much our exports; nor is 
it probably unjustified from the 
stand-point of the economics of the 
Conference lines* , operation. After 
all, even the Government’a Maritime 
Freight Commission recommended a 
7i per dent increase. ' 

It bears repeating, however, that 
the crucial point in the battle bet¬ 
ween the Cemferenoe and the Gov¬ 
ernment, is not the arithmetic of the 
frmght increase but that the Con¬ 
ference, in ignoring die recommenda¬ 
tions of a supposedly independent 
body appointed by the Government, 
has shown its contempt for Govern¬ 
ment control. Therefore, when Gov¬ 
ernment spokesmen repeatedly stress 
that our merchant fleet, including 
tramp shipping, should be expanded 
SO that we are not left “at the mercy 
of vested foreign shioping interests”, 
they have arrived at the right conclu¬ 
sion, through the wrong reasoning. 
The need for an alternative to the 
Conference is great, not so much to 
beat down the increase in India-UK 
Conference freight rates as to ensure 
that the Coifferenoes do not in future 
act arbitrarily and-ignore the Gov¬ 
ernment, in any matter including 
freight rates. . 

What the Government proposes to 
cb is still imceitun. It may be sug- 
griited that it should acknowledge 
the Conference’s gesture in scaling 
down (he freight, increase, a little 
more' ^aeefuliy. At the same time 
it should eotrtinue W pursue' its poli¬ 
cy of enctmragfbg fndependept car¬ 
riers wbp dpet^ ta and fmm India. 
T^ case Ipt havtftg independent 
cafiiiers 'hi toiiSfy'WtedtOieeti^ with 
llm by (he India- 
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af 'proS^,_ 

Shtjesi 'll 

lapaa rhiii^ 

tends ,ic^itai«e' 

^dre f£' 

'Uhedlji pt»f"hitfe 
diblastid palicy''(a 
sidem. Ifrthe' 

to its recent jwofflpanr^^'-'- 
ex^ds the support ii u 
winun a roasohabm period. 
shipowners sihould be, in a 
to provide a nucleus for Bn ahtakfot 
service: 

The Government should tides mti«i 
however, not to over-play its i«nid. 
It can, with the Indian mmehant 
fleet Md without gross violation of 
proOTiety in interpational b'a^s,‘«h» 
much to encourage indopendmit na* 
Uonal lines, hm it cannot go So ftt 
as to cut out foreign lines complete- 
v; patrols should be eieirSed 
with finesse and without apparent 
bias. The Government should en¬ 
courage not only Indian shipping 
companies but dso foreign tramp 
companies to start an outsider ser¬ 
vice so that it is not accused of flag 
discrimination. 

As yet Indian shipowners have 
failed to respond to the Govern¬ 
ments challenge to build up an 
outsider service. The real test of 
how far the Government will go will 
come if the shipowners do meet the 
challenge. That will be the time to 
watch the Government’s actions. 

Autnmobihs, How Indian? 

DIALOGUE betweep the Govern. 
1 the automobile in¬ 

dustry follows ati unvarying ’ pat- 
n industry compfahimg 

that the present scale of production 
IS irtmfconomital and demanding 

to expand 

the Government adnwmShM 
^ industry for- continuing to. jely 
heavily on imports and reiterating 
that in view of the ahOrWge J 

he permitted unless dw fody 
reduces its import’ bill. Tha 
Sfed and Heavy 
prt^bfy had a godd 
going thro^h diis fofoflkr 
wtjonal ew(rci8^;^t Hm n 
the Developmfciit Coia^ fo|i J 
mobile Indiistsy piy 





’,f«‘ tlKP 4Ut»-’ 
;...^^<lin,l^;|ai|iiii»y/>^ liot'teeaii im 
'‘M'4oreign 

«?ij>»fl<ian. wb^- -would 
to-bu^r-is^- 
, Ib -ioi^nQmBlble. - is upex<^ 
,|b« It>i:ei^ 
pbstiieu iwii^ "W^ut it is, 
j&Qro lOsxibi in Utrg«r 

ndddlised capficity diati bigher out* 
putt Fbr^' fanipiiful oalcuUtipHu pur*; 

to tbow how the indigenous 
'o^Sh^nt of motor vehicles has gone 
pp ‘notwithstanding, the fact re¬ 
mains dtat the automobile'industry 
acmtuits for a foreign exchange 
expenditure on maintenance imports 
which is .not all that much less thaii 
what would have to be spent if the 
. vehides were completely imported. 

^ow. does one account for this? 
Prwn time to time die Government 
has released foreign exchange to 
automobile manufacturers and an¬ 
cillary producers for import of 
machinery to expand indigenous 
manufacture. Every time these allo¬ 
cations .are linhed to a new target 
of indigenous, production. Last 
year, for instance, the Government 
was publicly hopeful of the indus¬ 
try achieving 90 per cent indige¬ 
nous production by April 1963. 
~fint now Subramanutm tells us that 
the most that can be hoped for is 
that this target may be reached by 
the end of next year. What has 
gone wrong? It may be that the 
-original target was too ambitious, 
but should not the Minister tel] the 
piuhlio- frankly that what has been 
.achieved is not commensurate with 
)the expenditure of foreign exchange 
'and why? 

In fact, one may question the 
.validity of going by a notional tat- 
'g^t of indigenous content for the 
fii^dtistry aS a'whole since it is wall 
'knipwn that different units have had 
(markedly .uneven. Auccess with their 
ipj^Hctiop programmes so that the 
(.indi^oUs contfeht is now said to 
• vstfy between a Tiftle over 50 per 
iCBtrtr and 80 per cent. The time 

I'seh^uTe for i^reasing ,, indigenous 
Itna'nufacture, ffierefore, ' has to be 
'‘sepa'^tely- fficed for different mana- 
fla©tap»rs a«4;4^^^ foreign «x- 
|<^nge requirements determiiu^ 
.4ucb..,.Ainie 
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Affrac%9 Tesfifsfl 

JiK>R a f(»«ign Bxdiaiige''earner'ol 
amne importance it rpuka 
sixth in our expcut jUst —• end vget 
potential, tourism has not received 
the serious consideration it deserve*. 
Quite recently, hpwever, there has 
been a ^urt of interest with the 
appointment of on od hoc commit-' 
tee on tourism, headed by L K Jhe, 
Secretary, Department of Economic 
Affairs. The report of this Commit¬ 
tee has not yet been released to ffn 
public but is said to be under ofGi- 
cial conuderatimi. 

Like all measures of export pro¬ 
motion^ policy for the promotion of 
tourism should be based on “market 
information”. Wbat sort of foreign¬ 
ers come to India ? The Ministry of 
Transport and Communication comes 
out with statistics of tourists. As in 
most other government publtcations, 
there is a considerable time lag 
the latest available data relate to 
1961—but the information is plenti¬ 
ful and detailed. Thumbing through 
them, one can reach some interest¬ 
ing generalisations; the “average” 
tourist coming to India is most i^e- 
ly to be an American male, between 
31 and 50 years of age; an “em¬ 
ployee” (private or government) by 
occupation, he has most probably 
come to India for pleasure, arriving 
.by air and spending as many as 39.6 
days in the country. 

More significant for develcpment 
programming are other details. For 
instance, while the largest niunber 
of tourists came from the U S, 
tourists from Ceylon, Burma, Mala¬ 
ya, Singapore and Africa together 
formed as much as 30.3 per cent of 
the total. These are “markets” with 
little immediate prospect for deve- 
lopiqent. Since many of the coun¬ 
tries in this group themselves face 
balance of payments dilhculties, the 
tigluening of their travel regulations 

inevitable, as- we know Only too 
well ^— will naturally affect our 
(rade. In fact, this is already ap- 
paient. Treliminary figures f6r the 
seven months of the current 
..')’etr kfaow'that,while there.JMW.an 


hy.« decih<e- 

W«lt Aai^ and Ahdca. ' > ^ - 

< ntlk id amnetfafaig dutt efconot''b 
be^tad-' Planning for the deivido^ 
meot .nf’ tonnsm has to he ,dom 
ptinCipally with.an eye <»r tauibdh 
from die ^gtwrtcm end Eui^ fo»W 
ftwming S6.4 per cent of die tiitil) 
and th^ whose purpose of visit 
pleasuore (45 per cent), floe ^at foe 
claims to comfort businfog oi; 
other .toiiPSfo should be ignoned; 
but as a source of income, foeynm 
surely less “eiartic” than t^ plha- 
sure-seekem. 

Increased kffluence, more leistne, 
transport of extraordinary speed, fold 
the new ‘ spirit'6f fntemationnl «t- 
change hUve afi contributed to tbs 
vastly greater- mobility of dte . 
war era. It is ettimated diat toCil 
international travel expenditure httW 
exceeds $ fi billion, per anUuih’-^^ 
of which Citizens of the U S tdefoe 
account for about't 2 billiom Tt fs 
also estimated that Eutope 'teoeiVtfo 
as much as about 45 per oenf-Of 
the world’s international toutist 
businem- This is understandable 
since Eun^e hes well developed 
facilities and offtas a wide range of 
attractions, within a comrarativefy 
amatl and cotnpact area. For dune- 
ricans, it is within easy reach and 
also has the “pull” of cultural affi¬ 
nity.- Europeans diemselves , are 
highly travel-o^nsciouB, but th^ 
tend - to spend their vseafiona ib 
intra-EurOpean travel, easily accom¬ 
plished by road. 

-India is quite a different ease. Its 
“exotic”' appeal-"is likely to mise 
quite a large section of the travel¬ 
ling public; and for most of those 
who are attracted by it, a visit to 
India is .a “once in a life^bne” tf' 
fair. It is not entirely surprising 
that most Americans who seek Eton* 
EurtqiciaB travel go to Japan via 
Hawaii and tben tUm around and 
return hbme, ignoring the FaciSc 
region and the rest of Asia, Thi» 
again is a feature that cannot he 
] hdpeih ' though' effective' and,- iin. 
aginative publicity will ccTtably Jtot. 
he. wasted. 

But what is more pertinent fo foe 
' provi^n of' facilities ‘wifoln; the 
eountey,' Accommodation naturally 
tf^ foe list. UnlortunateV, the defo- 
iff the hotel, industry takes 
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Reform or Reroliitioiit 


1 \ VERY oiSd -and inaccaftitp -coBi- 
*, • nicnt appeared in ynur issae of 

, Pctoben 26 on |be jwently oo^u- 
,ded session of Ae I^tiopa] Coubipi) 
erf the CcHnmuniit,Petty of India. 

Pirsti it is hinted thal .35 meif^ 
<<'. , of the Cooncif are in jail had 
• {ijul their Biesence would have tii>' 
ted 4be Waoce against the present 
‘ za^Ocity. Only 20 meaihers are in 
' jaUi foiU' are, dead and ll wefe 
' ahseoteei. It is quite ivnong to hi^ 

•. . liaye that even of the 20 in jail ail 
<. ^sithtild necessarily cast their votet 
.qganst the. present ipajority. 

i;, 'See^, &e public .censure 
' Cn^Ian is Interpceted as an act of 
\ 'mwcal vendena: In actual fact 
. tfcp^qn^s tuisdnoaezmour was to 
'' violate the diacipjine .of-the 

' * ' Party hy sUtendihg is meeting isfaieh 
.Mhe teaS' forbidden to do. He now 
; . 'admlhi, as against eariier putdic 
' ;;ptopouitcanitota, that' he kntrW ^e 
had prohibit^, him ftom at* 
' ^hMtoiig dust meetingi At the me^hlg 
*', j^palM declared that the. Party was 
'^ided into - ‘ppopimperiatist stnd 
> *.;ianrf-hnperiaJij!lt, sections, into prO- 
'■y ^vafnntent and aati-^vemmeiit 

• / iCiul any ,d!sdplin«d organisMion,. 

* -lat hliAie a CcHorntwiat I^uty, bla* 
v’.fvto'AijCh Ragiisnt breaches oft^Rs* 

5 ^ ' Ihe, C,.P 'I baa .shown! ^hat 

■''< wills 'its ofganitotfothd 
■'/^|^iSn«a|slea". and nroiild *<>»e oiit 
i|; ^"teiphtBt Its tailett, leaders .should 
violate these princ^des .da 
’v^dilatWfe^ sadly lacking in other'pat- 
as is .evident finca Rte casasvhl 
ft''.pa^ and Astdta Mt&ta.': 

[ V ,1. 

;'■'todly, tibe oomsoeiA hasflly^tWi* 
the~We^’'peiigal, fCmala 
v '-mi' TxaAtA. bnuHdtes'frf 

I 'anM" fWao. 'Tha' 


vauletta)\ .jjWf .did; 

unporta^ jpdllrfdsl 

coirteiling idtotep'j;*to, 

de^y thh rtfflttento df 

Is the PI hnmune'jfroiQi 

.ndtaena' ’ fiomtiKut' in .oti!% 

parti^ ' particularly' Consiaitaiit 

' .. - iKy 

Sen’s defence .df dte . 
cial' hne, tnerdy because It hapfi^ 
to be official does little credit to; we' 
history of CoQunuiiuih ttrlteto the 
term Bolshevik (*minotlty’) has 
more than pasung eionlhcaaca 
tmr does it help understanding of 
the important polltica] , issues tsir*' 
rently debated in the C P I, llo 
discuss these, in terms of prhat ..a 
‘discipKnod organisation’ can .tola* 
rate is to raise the organisational 
question far above the political, , 

The political iasuBS are vital, khd 
have been soaii^what tiiegleOted., Our 
attempt was memiy to ww the . 
sent struggle in the C P I in liennB 
of those issues, rsdter dsan as 'ques¬ 
tions of netionslism or party' diacip* 
line. 

^J&£3 

i ?ljbcieconomic;^€cWt 

j Ftureigo Su]»tidptl<rft ,BAto ; 

I ' . ’ . ‘ . 

i Due to increase In-.foM^ . 

I postal rates It has-IteMt fdiiwl 
I neossMiy. to jtidse otUr 
I itdjawiption rate# Wi^i' itfart-r 
I from luly 1983, the anhwii. ■ 

I fpr^gp »u1»crll>^ i» % 

j ' 
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Cbuncits wiH soon bh'iueehpg. we 
can'hyraut* dm 'ieSults. One 'can, 
'haweuer, haeard the prophecy ^t 
.you will he .ahagrined at their deci> 

. rfons. A$ for West ‘^Bengal you 
would again dp well to tilj the 
jailed leader?‘are i^leas^ 

• , Fourthly, it is not. Dan^ who has 
- “utiobligingly po^i»ned” toe Party 
'XlJongrass ‘ .till Septomher next, A 
Congress takes time sinp^ conferen¬ 
ces have to be held from toe Party 
branch upwards. And-it is hoped 
that publit; pressure by that time 
.will have persuaded the Government 
.to release all ,the Comjmumsts now 
in Jato One has .not heard that 
.Gopahan and his supporters dehiand- 
ed'toe Immediate convening of the 
. Psity Cot^ress. 

Fifthly, to describe toe present 
political line and mass activities of 
the CPI as ‘'parlour politics and 
-class donaboeatioa" is dowtiright 
slahdeiwais'echo at the very words 
' .used by toe JPddhg People's Daily 
. against toe CPI mits outrageous 
edltodai “Mkrttf for. Revisionists'*. 

Never before in close to four de¬ 
cades ol,Papty iustoly had such a 
masuye .and -i^cessful, all-]|ndia 
' .Campaign hccn organised by the 
C P .1 as'.toe Great Petition march 
only some months pgo.- The recent 
fession of toe National. Council has 
; outUned a further course of mass 
spup^le 'Wi^b. one 
would* invite entities of “parlour 
. -polities*! to’bc'oourageous enough to 
,9pen1y join". Or, at least, they 
- itogi^ enljgh!^ tis on what more 
, -'^lavblutlmmry’'*.<top»., and policies 
they would llhh the C P I to ad<^* 
-To Join *tha Jana Sangb and Swa- 
. taa^ Paijty in an todiscr&ihiate 

pmhaps ? 
pj.^ihd’' its 
;W«co»Bid,\ 
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On ttis E S^ion 


■|Q|00K, ail attention will b« con- 

,, ^ceuirated <m the Ali.-India Con- 
^eea Committee session at Jaipur, 
but in the Capital a very serious 
y»w is being taken of the Pakistani 
mSttary build-up at Dhumabari and 
Ltdliitua in Tripura and at Chak- 
not on the cease fire line. Ayub 
is oiliviously a good student of Pek¬ 
ing’s border tacstics. He, too, is 
oftemptiog to push into these two 
pockets of territory which afe sup- 
, posedly ‘disputed’. 

The assumption is that a Paki- 
sUini adventure licie will be easy 
to explain to the US State Depart¬ 
ment which is reported to nave 
made it clear to him that clash with 
India would he viewed as proof of 
Rawalpindi's collusion with Peking. 
A minor skirwi.sh, Ayub believes, 
will pass unpunished and earn him 
mucbneeded acclaim among the 
bellicose section.s in his countiy'. 
The unilateral US postponement of 
the official visit of Geneial Maxwell 
Taylor to Pakistan is significant. 

Trouble on Indo-Pak Border 

Ever since the Chinese cease-fire 
and withdrawal, the army staff has 
been only too conscious of the 
pQBsibility of Pakistan attempting 
militarily to embarrass India and 
in this way ‘proving’ her friendship 
for China Indeed, this opinion 
was shared by many perceptive 
persons in the Government of India 
who while discounting the likelihood 
of another Chinese attack this year 
were not nearly as sure about Pak¬ 
istan’s intentinna. 

Unfortunately, however, the lesson 
we learned last year that it was 
foolhardy to rely on the USSR to 
discipline a pugnacious China has 
been forgotten, for a dominant sec- < 
tion m Delhi in now deluding itself 
that the USA will curb Pakistan’s 
aggressive apfietite This kind of 
wishful thinking can have graie 
consequences. 

, Of course, despite what moroilic 
siiock exchange speculators might 
beiieve, an India-Pakistan clash in 
fhb e«eW or west can never take on 
the duhensions of last year’s battle 
in the Himalayas. The cease-fire 
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line in Kaidimir is ‘registered*, as it 
were, with Uie United Nations. In 
tlte east, Ayub knows that he must 
tread warily. But there is anxiety 
in Delhi about the repercussions 
within India ovei- the present Pak¬ 
istani posture. 

The power-seekers who last year 
exploited the collision in the Hima¬ 
layas to ‘bring doWn*. the govern¬ 
ment of Jawaharlal Nehru could 
again come out on the streets if Pak¬ 
istan violated the existing border— 
and, it would he easier to disrupt 
law and order by picking on the 
bo-called ‘the enemy within’. Have 
adequate arrangements been made 
to meet such an eventuality? There 
is still a deep reluctance to remain 
on the alert, fully pre|>ared. We 
are lazy, and only too willing to 
lapse into apatiiy. 

Defence Production 

Any one who takes the trouble to 
investigate our defence production 
efforts soon comes away with the. 
impression that we are stHl wallow¬ 
ing in the belief that foreign military 
aid will solve our shortages. A year 
has passed since the Chinese awak¬ 
ened us from our slumber, but there 
IS still no coordinated plan properly 
to utilise unused capacity in the 
private setter for defence needs, to 
mobilise the. best managerial talent 
to reorganise our ordnance factories, 
to expand their produt^ion and to 
build units geared to manoi^ttire 
the new equipment we require to 
modernise our armed forces. Small 
wonder, then, that hardly any sus¬ 
tained work has been done to ad¬ 
just planning perspectives to meet 
the defence needs of the future. In 
fact, those who think of perspective.s 
are seldom briefed on matters per¬ 
taining to defence production. 

This grave neglect is highlighted 
by a series of obviously inspired 
reports circulating in the Capital 
about TTK’s ‘first thoughts' on the 
budget of 1964. Apparently, the 
Finance Minister has assured that 
his taxation proposals will restore 

C rsonal and corporate incentives. 

fact, he is out to convince that 
he mean*4 bl 1 s^nes^ 


Actually, the truth of the matter 
is that TTK is relying heavily on 
the GOI's indriltty to spend the Rs 
900 crores set aside for defenoti 
He believes that the revenue loss 
implied by the modification in (he 
Deaai budget and the estimated defi¬ 
cit will be more than covered by 
the ‘kick-back’ from defence. The 
other possibility is also there- tliat 
the Desai budget will yield mu(b 
more than estimated. In such a 
situation TTK will be in a position 
to offer substantial reliefs. 

Morale Boostinc 

In other words what all this means 
is that a very mechanical view is 
being taken of what constitutes de¬ 
fence expenditure. Considering 
that ordnance production was so neg¬ 
lected over the past fifteen years, 
and tied-up into knots by the extra¬ 
ordinary overlapping of authority 
between TTK and Chgv^ during 
the past year, there is every likeli¬ 
hood that some Rs 250 crores set 
aside for defence will remain unspent 
But what prevents Chavan and Sub- , 
ramaniam from investigating the 
possibility of ploughing this surplus 
into public sector industries which 
arc closely linked to direct defence 
production? Surely, the Finance 
Ministry can have no valid objection 
to this arrangement — and, if nece¬ 
ssary, it can be approved by Parlia¬ 
ment. To permit the surplus of the 
Desai budget to become tire excuse 
for blunting the effort to raise inter¬ 
nal resources is the kind of tactic 
whiich makes many wonder whether 
we are serious about meeting the 
twin challenge of defence and deve¬ 
lopment. 

This is not to suggest that the 
economy can do without organised 
morale boosting. Investment has be¬ 
come sluggish and developing short¬ 
falls in various sectors could pr«we 
disa.strous. The Finance Minister’s 
determination id do something to 
chan^ this state of affairs is most 
welcome, but he seems to be taking 
the easy way out wifft rather obvious 
remedial action based on restoring 
profit inepntives, ,evmi through what 
i«, described' as *reffaliort’ 


idJ.s 


■ vJ2 


... 
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■ j^i^inwsnt’* ^^'’• 

‘{Htonljw ' mlioies ' mi|iu a 
3fect.' Repoft has 4t that 
..^e atWipbu] the other day to make 
'ampiids at a meeting /of jhe-Plan- 
„ sing CpnimissiOii ’over whiea the 
{^Isie Minister ptesiderf. - But '^ese 
. pt>Utically inspired peiforsjances, 
dWiitised by many seasoned/bbsot' 
vrata ,as ‘double'talb’ and ‘double- 
thiiik’, can also increase conf^ios 
add demoralisation. 

' For precisely this rea-son, a num¬ 
ber of ihfluentiif Congreiwmen are 
'anxious tlmt the Jafpur Session of 
(the AICC should be compelled to 
address itself to that long neglected 
subject.—.Indfen socialism and,its 
definition. A multitude of dcfinb 
tions are permuted within the amor¬ 
phous Congress Party, and the bulk 
of the leadership' uses socialist ver 
) iiiage purely, as a public relatiiMis 
pinmick. 

The cynical public reaction whidt 
now greets Con’gress pronouncement^ 
about socialism underlines the 



thej>k«^n of .iMoif-, 

Uon to .«i^ ^'daamar so Aat ^ 
millions of lodia can Ct^ipjlrehehd 
sodallsiD , in pnctical ’> t^ana ' 
somethini' on the'mini- . 

mum reseamh haa ^ ydt been 
done. ■ I ' . ' ‘ " 

|>efinliif Soc^IBhii ' 
Naturally, 4he probhsm of defin¬ 
ing a socmllst Creed''.for,'Indjua is 
madp all die "more dfScuU when we 
'are witnesSing^ profound dianges in 
approach and' content to so many 
problems. TTu 9 k true ot .India,^ 
too. Witness the of the Raj 

Committee On steel .which is jikely 
to modify ideas on the subjm ;ol 
controls. • With regard, to our coun¬ 
try’s agricuifure also there js.the 
need for fresh add cogent thinking, 
particuhuiy <mi linking land reform 
to intensi'S’e cultivation and'all that 
it involves. Siriiilarly, sodal owner¬ 
ship in industry can no longer ig¬ 
nore the vitail elements of manage¬ 
ment and competition in the inte^ 






.seciaKifts 

they bitt* fo ‘«5»a W' iioase ^ . 

old 'sockiitt' _ ■. / 

,,At 'lak^''Seiitlw^ 

oidy mark, dte '<rf '*,ww 

Conpttsa gUflst br, a t^le idM^|i||y« v 
It Is encoun^h^ to Ihmw ' 

sM lefist, jfeel dtfe ntstawy; % . 

quest Let t» see what’Soit of tjSee., 
ponae get, &tml 'those, .wIid kill 
conuaanding positjoiMjii tbe^^ rating 
party. Aiporphowineffl -cva’ he ^4 
ridlful < pplidcal weapon, but luit 
ampiphom amoTpWi»neBs! ‘ ~ 

Tmlpie'ce : For whatever R is, 
worth, thnto who obsm^ JXmU^ 
last month,had better pitparo to do 
so again. The weather conhnoto 
.warm, and the weather forecaaters 
declare, that winter will descend in 
the third'week of November^ We, 
in Delhi, were' right {or once. 


from the London End 


Focus on Backward Regions 


T'HE leadership struggle, resolved 
by the appointipent of the I4th 
Earl of Home, now plain Sir Alec 
Douglas-Home, has provided an un- 
, savoury spectacle of. the Tory Party 
with itS' lid off; personal antagon- 
, ism, rivalry' and bitterness have 
been uppermost and the discoment- 
PWnt and rivalry continue to sim¬ 
mer im^ the facade qf the new 
dovemment. 

The new Prime. Mihister is ana- 
. oua to eradicate any suspicion that 
'his aristbcratic background inovitab- 
, 1y means the end of all progressive 
niovement in the Conservative Party 
— a suspicion that w^s strong 
y enough to persuade Iain Maciaod 
' , -and Eno6h Powefl, the more for¬ 
ward-looking Coiiiervatives, to re,- 
Ipse office. In .his first polideal' 
^ech since he hecaroe Prime Min- 
ktet, ?ir Alet Dou^as-Horae has 
■ wid:- “We are npt lurthidg to the 
right; we arc not lurking to the 
. Iw We,are not {toeing at all. 

• gjcdhg stteigbt ahead—-and 

J Jsidgbt .Shasd fast . Jt’is in honw 
. Lord Hoipe is makfaig 

idiSihs' \ 


Ws maximum' effort to capture a 
new momentum and mitiative. 

Althou^ .the D K economy after 
12 years of Conservative rule is at 
last beginning to emerge from Its 
rut, one of the most serious prob¬ 
lems facing the country' lies in the 
sharply different prospects of the 
North and the South. Indeed, the 
crippling social and economic . im¬ 
balance between the North and the 
South is the toughest, most intract¬ 
able end potenfidiy most dafngerous 
■domestic problem faced by Britain 
in the 19^. 

High UnentolOTmeni 

The latest figures for regional 
-employment (for .October) otter 
small comfort to Northern England 
and Scotland; both these regions 
have still more lhan 4i 'per cent of 
meai .uneraploiyed. In London and 
the South-East ,unemployment is l.S 
per cent In Northern Ireland, the 
Kii^doth’s niost depressed region, 

. unempIoymeiSt is still wdrse,. die 
rate for men Iking 7.1 pet <;ent. 

It is this'adds point to tbe^ 
only' inkreating rduinge that thfi -new' 


Conservative Government has intro¬ 
duced, the creation of a new pint 
f(n- Edward Heath (one of.the also- 
rans .for the post of Hrirde Minis¬ 
ter), with the grandiloquent title of 
“Secretary of State for Industry, 
Trade and Regional Development 
and President of the Board qf 
Trade”. . 

Reitonal Unempleynient Rates 
{Percentage*) 


Oct 

1957 


Oct Oa 
1962 1963 


Iwondon and South- 
Saat 

East and South 
South West 
Midlands 
Yorkshire and 
Uncolnshlre 
North -West 
North 
ScoUand 
Waiea ' 

TOTAL: 

'Oistot Britain 
N Ireland 


l.« 

lA 


lA 

1.4 

5.5 
SA 

1.8 

7.0 


lA LS 
1J8 l.f 
11 11 
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8.1 li 
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4.9 41 

4,0 4.7 
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,•^0. -14 
17 .7.1 


* fiiulier elaislficatioB! Olldlaniile 0.9; 
North MidMh OA; BiM «M Wait 


Ritfitigi 0.9* 
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fu nirlV reoentlir Idlers baa been 


* ^ bteic wnviction in * Wlutehftll that 

ajtt'flitSftci*! M&trifiMtion <rf woA 
' ;*^‘f**^ pyjk Imi^aa ' hetW^«Nor^ tui ^ihj on noti- 
i *1? of’helwj the oconaodc groandf »^d, weaken 

,.,>>*»# Miiuetna wul'not hare' any the conipetitireness. o| the econoniy 
a^hjii-dw <*J Bod^ as 4 whefe. variety of rea- 

’‘ havbj f ^ afita, eopvioiiuc and ^itiqd and 

/’'aSo*p siipiifieaM'is'Heart’s pew "with an electioiii. in the .okng, the 


• ^ wM% gqing 10 be? Is thi| the 
* ansvter to' Harold 

. Will’s auggestion pot ioywatd at 
' SfAgibotm^'.for die creation oJf a 
FrodactfOn Ministry? When WUsoii 
anade this pn^osal,, it syas vigoroos- 
- < ly attadced in t(ie' Tory press and 
hneej^g remarke were nude* about 
catting , the Treasure in two and 
^ l^vtlijg one half tp Brown and one 
naif td CallaghaU What/is now 
goin^ to be the, division of respon- 
aibility> between Maudling, as Chan* 

.. cellbr of the Exchequer, and Heath 
in Ids new role as prodaction over¬ 
toil ?■?«< the TreasiiVy 'dien going to 
/be’ responsible for the regulation of 
the economy as a whoto — budgeta¬ 
ry and monefary policy, internatio¬ 
nal lending and borrowing, ex¬ 
change rates, income policies, etc — 
and Heath, in his new role, for im- 
.provemetits in the eflicfency of parti¬ 
cular industries and regions, Indus- 
. trial management, training practi¬ 
ces and general relations with busi¬ 
nessmen ? Heath certainly seems to 
have cast himself as the Tuty ans¬ 
wer to Wilson, and his revamped 
’.Bomd ,of .Trade as the riposte to 
Wilson’s projected Ministry of EIx- 
. patision. 

Comments on Heath's new post 
have largely concentrated oh regio¬ 
nal- development. Dealing with 
spreading prosperity, the new Prime 
Minlstor said: “We shall put in- 
creasmg effort into this to see that 
no .part of the Kingdom is left out 
. of the general prosperity. That is 
vdiy Mr Heath has his nev job”. 

■* Having conceded tl^t planning 
of ‘ a sort i's necessary, is the Gov¬ 
ernment nov coming round to the 
belief that ftee eni^tprise is not all 
that it is conjured .tqr ^ be, and 
that - the free pla^' m tJ»e market 
economy, U left » fts^ -does not, 
inevitably produce ^ best econo¬ 
mic mults and thai a certain 
: |unottot of direction of industry may, 

, Ulliw %11, bi necetoary? The Board. 

Trede has certain!^, in thd past, 


as a Whole. eoP' -a vanety of rea- 
ams, economic and ^itical and 
with , an electioiii. in me .oiSing, the 
.Government has become, convinced 
that mpso active iateryention is re- 
quiied'to eteer capital investment, 

,Contmcto and sociai' expenditure to¬ 
wards, the under^developed areas in 
Britain. It af^pears certain that in 
the moittfas ahead, ^re will be a 
substantial shift of Government 
' policy in thq treatment of these less 
favoured regions. This is underlftied 
by Heatb’a appoii\tment. One of his 
main jobs will be to co-ordinate the 
'pew programme of regional deve¬ 
lopment in Britain, as soon as White¬ 
hall and the -Cabinet can agree on 
what the new programmo should do. 

Stronger Boa^-d Trade 
. It has been obvious for a very 
long -time that the' Board of Trade 
has not really been pulling, its 
■ weight. Quite demonstratively it has 
not been doing the job it should, 
i e, maintaining a proper contact 
with business and industry and help¬ 
ing with improvementi in the effici¬ 
ency of particular regions and in¬ 
dustries, Had the Board of Trade 
been doing its job properly, it might 
perhaps not have been necessary to 
create the National Economic Deve¬ 
lopment Council whose main Virtue 
for the Government is its conigcl 
with industry. 

Businessmen have been very 
conscious of the fact that the Board 
of Trade and the Other Ministries 
whose activities bear upon industry 
seem to have somewhat differing 
fdiilosophies which have been a 
source of potential and sometimes 
actual trouble. On more than one 
occasion,, the Board of Trade has 
been overruled by the Cabinet, whe¬ 
ther on- ihq question-of resale’price- 
maintenance ot the fate of the Dun¬ 
dee jute industry. In matters of in- 
terngticmal tra^, the Board of 
Trade has shown no ability to launch - 
out- as‘an initiator, bf a drive for 
free , world trade but has followed 
rgther docilely the lead given by 
otber countries..A reorganisation of 
.this Dq^rtment,. making it a powef- 


«ig. overdue -if' Britain ft seriously 
to pursue a i^licy .'of growth and 
•davetophient. ' ‘ ' 

, A strong Bpard of Trade ‘hiS a ! 
, nftjo^ role to play itr the mo^rtn- < 
itMion of, British, induftry. As a 
senior Cabinet Minister with' en¬ 
hanced ’-poWers of co-ordination. 
Heath is'now in a- position'to striVe 
for greater consistency and clarity • 
in Government policy towardfi in¬ 
dustry and regional , (ftyetoptoent. 
Heath is -one of the key men in/ 
the Home team, md his success will 
have the-blggcst infltlence of all on' 
the morale and prospects of the 
ConseryariVes in the next election. 

In view of' the preoccupation of 
the Tories with personalitiOs rather 
dian policies, it is tempting to - 
culate how Heath’s new appoint- 
.meqt will affect the political rivab 
ry betWem.him bftd Maudling, oWe. 
of the men Who weife tipped' for' 
the Premiership..The'new appoint¬ 
ment will provide Heath with a 
ebanCe to. recover the position he 
,toSt as a. result of the'Brusseft 
breakdown, It is inevitable, that’the, 
rivalriw between the, two will in¬ 
crease; particularly as they will 
both be Operating on the crucial eco-. 
nomic frttot. Maudling is. naturally 
suspicious of Heath's new respotud- 
bilities and has. pointed odt quite 
clearly that “overall responsibility” 
for economic policy remains, 'With 
him as Chancellor, The Treasury 
has surrendered none of itj, prero-^ 
gatives. 

It will be interesting to see what ' 
will happen in the moitths ahead- 
I.ast Week-end, Maudling mqde it 
clear that he was not wiping to. letj 
his hard earned success in reviving 
the-economy to be wasted, by an¬ 
other bout of public spending which 
would invite inflation; yet once the 
Hailsham report is published it will 
be Heath’s responsibility to see that 
a great deal of money is 'spent in. 
the under-developed areas: , Should 
there be a hard winter, and should 
unemployment rise, * on whose 
shoulders will the blgme' he placed 
— of ^ the Chancellor of the Exche¬ 
quer respoTisible for the economy ■ 
as a, whole or of Heath the new 
overlord of the uAder-developed re- 
giotas? As The Observer has point¬ 
ed out, of , all the new men in neW. , 
jol^ Headi is* certainly thb one to 
Watch; and Maudling,, for qhe, will . 
certainly watch him. 
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•J^ NEGRO friend once told me 
that the reason why white 
{leofile do not want to live with 
even a single Negro family in their 
neighbourhood is that they ate 
afraid that their daughters would 
he attracted by black hoys. That 
this fear is not entirely baseleM has 
subsequently been revealed by 
events 1 have come across. 

The word miscegenation, defined 
as “racial interbreeding”, is now- 
a-days heard with increasing fie^ 
quency. Racial segregationists ail 
over the country nave been busy 
admonishing that one of the inevit¬ 
able ‘evils’ of a widening integra¬ 
tion would he miscegenation. A 
surprisingly large number of peo¬ 
ple, who are not particularly op¬ 
posed to the Negro civil rights 
movement, are terrified by the 
prospect of increasing mixed mar¬ 
riages. Segregationists are, there¬ 
fore, trying to do their best to ex¬ 
ploit such deep-seated prejudice and 
fear. 

Negro Male's Sex Appeal 

Not that too many anti-racists 
look upon miscegenation as a means 
to achieving greater integration. 
Nor need it be the goal of 
integration. Certainly, the Jews, 
the Catholics and the several Pro¬ 
testant and other denominations in 
this country now live together in a 
relatively non-discriminatory and 
peaceful atmosphere, although 
marriage among these groups is 
still fairly limited. One might thus 
even think that in the event of a 
successful racial integration the 
pattern of Negro-white marriages 
need not or should not be any 
different. The alleged sex appeal 
of the Negro male does, however, 
cast serious doubt on such thinking. 
And the over-apprehensiveness of 
the white community indicates 
that they take this alleged sex 
appeal seriously. 

The recent hullabaloo in this 
country about miscegenation and 
the laws applying to it started with 
the oorie^ponaence between a Negro 
solditf!* (who is married to a white 
and whose military unit is 
transferred from Germany to 
the segregated Southern State of 
C^rgial and the attorney general 

1 ^ 1 « 


of Georgia. Regardiiw the legal 
status of his marriage me attorney 
general’s answer was that in (Jeor- 
gia it is “unlawful for a white per¬ 
son to mariv anyone except a wmte 
person” ana that “any marriage in 
violation of this secdon shall 
void”. This means that m order 
to escape the wrath of law the 
couple will have to request transfer 
to another unit in a State where 
their marriage would not be con¬ 
sidered illegal. 

Sttpremc Court Evasive 

The case of the Negro soldier has 
been coupled with another recent 
case of mixed marriage. Charlayne 
Hunter, the first coed admitted to 
the University of Georgia, was sub¬ 
sequently found to have secretly 
married a while student. Most 
probably Chariayne and her hus¬ 
band will now choose to move out 
of Georgia. 

It is interesting though that 
quite a few people in the North 
arc apparently unaware of the fact 
that there are as many as 19 States 
today in which miscegenation 
(Negro-white) is forbidden by law. 
These States arc Wyoming, Indiana, 
West Virginia, Delaware, Mary¬ 
land, Oklahoma, Missouri, Kentucky 
and the 11 States of the Civil War 
Confederacy. Some of these States 
also forbid marriages between 
whites and all other races, and 
any minister knowingly perform¬ 
ing a mixed marriage ceremony is 
liable to be legally reprimanded. 
Further, in quite a few of these 
States there is a heavier penalty for 
sexual relations outside of marri¬ 
age when the parties Involved do 
•not belong to the same race. 

There is some confusion as to 
what would happen to a mixed cou¬ 
ple who get married in a State 
which allows such marriage and 
then move into a State which bars 
it. The U S Supreme Court has not 
yet given « precise ruling on this 
question. However, a.s things are, 
the couple would be very likely to 
be penalised in case they were found 
living together. For all practical 
purposes, therefore, their marriage, 
which was legally initiated, would 
now be conridered automaticallv 
null and void. What is even more 


ridicuiotis jt ffiat dte chil^feh 
of^' such iutterrabitil un^ 'v woUra 
suddenly be declared ilfegitHnate 
and they would lose of in¬ 

heritance. 

Mixed Marriages Will InomiM* 

In all probability, Negro-wh^ 
marriages will go on increasmgt in 
future, although, according to avail* 
able survey etatiatios covering the 
States where miscegenation is-fegsd. 
only a little over 5 per cent <of 
married Negroes saetn to have non- 
Negro wives. It has been obsorvod 
that more and more Negro soldiers 
who are stationed overseas come 
back to the US with white wives. 
It is pertinent to ask, therefore, 
what the Supreme Court is going 
to do about the constitutionality of 
State laws against miscegenation. In 
all the !2 States which have re¬ 
pealed laws barring miscegenation 
since the last war, jt is the rele¬ 
vant State Courts which have been 
responsible for such abrogation. 
The Supreme Court ha.s consistently 
shied away from making a definite 
ruling. Lately there have been at 
least two appeals to the Court in 
connection with cases involving 
mixed-marriage bans. On both occa¬ 
sions it has sidetracked the actual 
con.stitutional issue by skilfully 
disixising of the cases themselves. 
Whether the latest case involving a 
Florida couple would be similarly 
put aside by the Court is still a 
matter of speculation 

The Supreme Court reconvenes 
for its new term on October 7. The 
coming year will Be a particularly 
rough one for the Court especially 
because some important decisions on 
the race pioblerii will be thrust 
upon it. The retirement last year of 
‘conservative’ Justice Frankfurter 
and his prompt replacement by 
Kennedy’s own man, Arthur Gold¬ 
berg, has given the so-called ‘acti¬ 
vist’ group a solid majority. On 
the other hand, however, the oppo¬ 
sition of the Congress, the Ameri 
can Bar Association and the State 
chief justices would certainly conti¬ 
nue to increase. Before, therefore, 
Justice Douglas (65) and Black 
(77) retire, the ‘activists’ would 
have to accomplish a great deal 
and in great haste. 


SwBdari$m** Test-Tube Baby 


MMq Ibemtty of )lie V«tie]r 
(. «i KwWir 'i 9 •omethli^ oytr 
^«iot^«4acl<Ht jii^t yomg featore 
had better leave ureTl akme. 
Lei 'MadWn Avenue -with its 
bol; prose aeS toothpastes vdlh chio- 
ng^yj or department stores with 
personalised service. Kashmir's 
meoataina will om be describedt its 
pantow but fast moving streams will 
speak di^r own langu^, without 
famfit oi tourist literature. Those 
adjectives (which, Anatole France 
leminded us long ago, tmly weaken 
your nouns) and those tourist bureau 
folders do not really insult the 
Valley; they should shame only 
tfaeir producers; but they may evoke 
perverse reactions in men like 
Aldous Huxley who, you may re¬ 
member, bad read so much about 
die Taj that, when in its presence, 
he was mildly disappointed. One 
would need to be very insensitive 
indeed not to respond to the lovely 
Valley; even the Kashmiris—whose 
women have the prettiest (aces in 
the dirtiest clothes and whose men 
could do with an aiuiual wash — 
have gloriously failed to impair the 
nameless grace of Kashmir, It is 
pathetic to see them name their 
hotels and similar establishraents 
after this or that in Switzerland, to 
which this writer is not a total 
stranger and which he in fact greatly 
admires. Let it be recorded then, 
in vile Americanese, that Kashmir 
it Switzerland plus — minus Swiss 
organisation. Foreigners who criti¬ 
cise India for clinging to Kashmir 
das^te demographic facts should 
still be appreciative of the only 
posuble IndriM reaction to the sce¬ 
nery of Kariimir; "This Valley is too 
good for the Pakistanis". The ele¬ 
ment of politics in such a statement 
is the least important. Our Ameri¬ 
can and British critics would have 
felt exactly the same way — if they 
were Indians — and then set about 
radonalising all that has happened, 
as we have been doing, 

You do not begin, to understand 
Jwaharlal Nehru if you let yourself 
loitmt for a moment that he is a 
Kfghnnri brahmin, wHh die atre« 
cji^lially divided between. < Kashmiri 
and bn^tnbi. It is a’l very well for 
a drstant Bengali, such as this writer, 


to ^ to be oSdectiv^ impartial and 
. all mat about JUtihmir; big analysis 
leaves out one «f the most matenal 
factors in dm whole affair if he does 
not examine and take full account 
of Ndiru vis-a-vis Kashmir. Has it 
occurred to maiw that, if he were 
to part with Kasl^ir, Nehru would 
be, at least p^chologically, a refu¬ 
gee — like tltose millions from 
East and West Pakistan? Thu is 
inai a status a Prinle JVIinister seeks 
(or himsdif, especially when his 
country is in {diysicai possession of 
all that is most dMirable in Kashmir. 
When Messrs Harriman and Sandys 
make misguided and mis-timed 
efforts to make Pandit Nehru “see 
reason" over Kashmir, they miss 
this important psychological point. 
That the pressure came at a time of 
the Prime Minister’s personal humi¬ 
liation from the Chinese was fore¬ 
doomed to reduce the Swaran 
Singh-Bhutto exchanges into an ex¬ 
ercise in political masturbation. 
Who ever knew that Whitehall and 
Washington were so guileless as not 
to know this elementary thing? 

* 

When some years ago a writer 
described Kashmir in the Economist 
as a fairly well run Indian colony, 
this reporter was left oddly unexcit¬ 
ed. TTiere are ways and ways of 
labelling a particular phenomenon. 
Dash it all, India is a country of 
diversities. Is Scotland a fairly well 
run colony of England’s? Some 
describe the entire South as a colony, 
not so very benevolently run, of the 
Hindi-speaking North. Only those 
who unquestioningly accept the 
stigma attaching to the word "co¬ 
lony” will be angered. The more 
important questions to ask are how 
well run Kashmir is, how the rela- 


Kaalunlr Dlajy 

“Bak^i Is as Bakshi Goes”, which 
anpeared on October 12, was part 
II of Flibbertigibbet’s Kashmir 
Diary and was to have followed the 
piece which appears on this page. 
However, owing to a postal qui'k. 
ffie two parts readied us in reverse 
order and, it Is regretted, have been 
published fn that order. 

~£d. 


tions are abaping between India and 
Kashmir — whether or not one u a 
coloniser and the <^r a colony. 
It u ell too easy to describe India’s 
Kashmir as America’s Formosa, 
although, in relation to India’s re¬ 
sources, she has poured not a little 
money into Kashmir. With what 
return? To ask the question is to 
concede a certain teparateneu to 
Kashmir. To set official pretensions 
aside, India would hold a plehiscita 
here tomorrow if she could be sure 
of the result. How to explain the 
uncertainty? What went wxet^, if it 
be true that a plebiscite in an ea^ 
Her year would have been a "cineb” 
for India? Or was the uncertainty 
inherent in the situation of a Mus¬ 
lim side-podeet attached to an over¬ 
whelmingly Hindu Jawahar jacket? 
There are no easy answers. There is 
much to be said for India peieerver* 
ing with the secular ideal; the libe¬ 
ral West does its own ideals less 
than justice when it wants India to 
abandon her seculariam. Kashmir is 
the test, which India may or may 
not pass; Pakistan is not prepared 
even to sit for the test. 


On the subject of Kashmir being 
an Indian colony, this writer has 
something to tell India’s British 
critics. Seventy-five or 80 years ago, 
Whitehall was seriously considering 
settling Britons In Kashmir, much 
as has been done since in Kenya 
and Southern Rhodesia. Better sense 
prevailed.in the event; but. for stu¬ 
dents of rfie “ifs” and “huts” of 
history, what a vista opens up for 
speculation! How would a sizeable 
white colony settlers have behav¬ 
ed when the Pakistani hordes des¬ 
cended on the Valley in 1947? 
Think of a Katanga in this beautiful 
Valley! Kashmir- too is before the 
United Nations; there is a certain 
U N presence in Kashmir too — 
those station wagons in Srinagar 
which tell you, quite gratuitously, 
that they will give you no lift. But 
what a difference in scale and mag¬ 
nitude between the two problems! 
Both the U N and India should be 
grateful that the Kashmir problem 
is not more serious than it is. It 
really would have been loo’ m'tch 
to be t(Jd by Lord Salisbury in 1947 
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INPIANdlL 

8IQNIFIE8 

PROCIRE88 

India Is a nation advanelna n^ldly in manyifloldt. 
Ths Indian Oil Company la n»Mna a tlgnlflcant 
oontMbution towards this proo>v8s. Jyotl Brand 
Supsrior Kerossno. for instance, Iv used all over the 
ooentry for lighting and oooMng. It caches evan the 
smallest, remotest villages swiftly and economically 
through distributing agents all over ths country., 

INOIANOIL also plays a vital role In the march of 
education—from lamp'lit village school to city 
eolteges and universities which employ vieuaf aids' 
to learning, such as films and radio. Cine equip¬ 
ment and radio and electric tranaformers are all oil- 
lubricated. Thus, oil is helping in ths nationwide 
iltaraey drive. 

The Indian Oil Company markets and distributes 
petroleum products all Over India. INOIANOIL Is 
also the sole distributor In this country for Mobil 
industrial, automotive and marine lubricants, world' 
famous for thsir premium quality. ^ 

IlMflm OH CpmiNuiy Lti. 

Head ones: Clarke Road, MdtaiaxmL Bembay<34, 
Wcftarn Iraneii: 'Rathml', Carmichael Road, 
|tombty*26 W6. Northern Breneh; 'Jeevan Vihar*. 
3 Rarliamen]t Street New Delhi>l. Efiteni Brindig 
RtSf Dr. Sundari Mohan Avsnue Cticutts-K 
Sowthem Branch: 'Khlvrsj Maraion’, l50'A,lislunt 
Read, Madraa-I- 
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;.''ly^'^llkfiti^, Mm iM U 'K.ltt'' ‘-inV»<^ tiKe.'^odMr Jik^'mit' 'bugtt block of i<k 
: f; iMiliil' IM iieiUivyeoo. Amy' Kashmiri Qualms an ICa^iris from tho ttaiB M%e. Ooa wi^ 
;' first aod MchIubs second, pubapa.. oorose it «ritfa Ority a mild Md 

,- ■' f - , At wbafpiMt,' if any, ha^ they ao means di8|^;r«^t« tense ©I jfov 

; -'''''‘iSit, in Kadnnh- it iwBfid' ^®S*^ Indent? No Bibari or security. Kadimir’s Indian contiec- 
i • M adtat one had teen years ago , or.h^"| has the right to is not a perfect parallel; IM 

tike Kabul in AfAanisian, “h a Karfatw^ this qut»ti©n unW there are pmnts in common. Mean* 
’ tadWtSt aod Tertnea in lSbdci«an. he hat artmwred it himdf honestly, while, both New Delhi and Srini^ 
(A girl ‘recently toW this ^«te in Chandanwari. eigte miles do well to remember that they 

.‘writer'that * hlcw Defei alw^t 'r«* from'Pahalgtm at an altitude of are skating oh thin ice, more or 
ndtMtd her of, Tashkent. So mutdi 9,500 ^t, there is an mid brid^ that Id^ dextrously. A sorer touch k a* 

, Jor poor' Lutyens!) The people do every tourist must be shown; it is once possible and necessary. 

todk more Cmttral Asian than ^made.entirely of kie. not. by engi* 

' , Indian, if Indian means those of the (leers but by nature. There it bangs, —FUbbeirtifibbtit 



Qur Calcutta fetter 

Restrictionist Policies in Jiite 


IJM 

/ 

•T^IE working time agreement is 
IJMA's sacred cow. In one 
form or another, agreements for 
' regulatii^ production have been 
with the jute industry since’ its 
earliest days. The Bengal Chamber’s 
historian, Geoffrey Tyson, recalls 
that the “too rapid” expaneiop of 
manufacUirjng capacity led to the 
formation of the Jute Manufactu* 
rers’ Association (which later be¬ 
came the IJM A) to fiJc pricto at 
■ weekly intervals. Price fixation 
was soon abandoned and the Asso- 
.ciation thereafter adopted a working 
time agreement for die .regulation' 
of output under a covenant signed 
in February 1886 for an initial 
'period of five years. Then as now ■ 
the favoured instrument of regula. 
tion was the sealing of a percentage 
ft looms or alternatively a reduction 
' ip working hours. A 10 per Cent 
s^ing of sacking looms came into 
effect in 1890. 

Bias—WhoSeT 

To IJMA, the working time agree- ‘ 
ment has thus become a way of life. 
Any suggestion that the old order 
may have outlived -its usefulness 
pirovokes violent and unreasoning 
wrath almost as a conditioned re- 
, flex. Not surprisingly therefore it. 
iAs, in high dfudgeon, sent off a 20- 
pa^ reply to the Shrivastava Com- 
mUtee report* because it dared-to 
' tuggest that “there.is no longer any 

,^Jtapon s/ rts /*•*» Ctn^aHut, Givi 
' ' rnnomnt of laciuD Ministry of lateN*' 
' , aaifo^' Tia4«, July. 1963. ' 


A’s Defence Unconvincing 

need fbx the continuation of the The vigour of IlMA’s proteMs leaves 
agreement”. Not content with reject- no doidit that the “bias” imputed to 
hig their recommendation, IJMA has the eommittee it in continuation aS' 
gone so far as' to accuse the C 9 mmit- its campaign against Maxoomdar 
tee of an/‘undue bias” -against the who as member-secretary is aasunuri 
mills generally and the Association in to have played a laige part in ths 
particular. Injured and indignant, drafting of the report 
IJMA fipds itself unable “to resist 

the conclusion” Aat-the ^rivastava Actually the report is a mild anff 
Committee has no faith’ in the f^ctoal document which rarely 
Association s ability to play a major any value judgement.. It is 

role in the future development of ^Isp rather skimpy because the 
the country 8 jute industry. This, .©f ^hole subject of the working time 
course, assumes a preemptive right agreement merits only three, rather 
to leadership, ah attitude of mind . paragraphs, the committee 

typical of IJMA. must have known that IJMA 

The accusation of bad faith could mount a Strong counter-attack, and 
have been dismissed as an aberra- should have, therefore, a tt e mp ted tO 
tion but for ceimin special circura- anticijwite the arguments usually ad- 
stances. The committee consisted vanned in favour of retaining the 
of five officials headed by N C Shri- working time agreement. Its failure 
vastava, adviser on Industrie^ to the to do this is the more unfortunate 
Planning Commission. Of the other because the technical oomplexities of 
four, three represented the Ministries regulation make this a forbidding 
of Commerce and Industry, Finance, subject to the outsider without 
and Food and Amdculture., The privilegi^ed access to information 
fourth was Ajit ' Mazoomdar, then- that IJMA very naturally is reluo- 
the jute commissioner in Calcutta, tant to share with anyone, 
the only member with some direct production 

experience of the industry s problems, necessary to s^d out 

' It is an open secret (hat IJMA the limited supp'y ©f domestic raW 
fell out with Mazoomdar over the jpte. At first si^t this sounds plau- 
disastrous block closures of June sibje until one tries to estabUsh 
and. July 1961. Some of its leading some rational correlation betwewt 
mei^rs mount^ a jehad against the permitted level of working and 
this* Official and”pulled every con- ilie size of sttceereive harvests. Fropi 
ceivable string to get him removed the end of 1949, when devaluation 
from the job. New Delhi’s high- created a complete deadlock id 
minded socialists, as onC must re^ ' Indd-Pakistani trade, to the b^n* 
grelFully admit, did not fidl to oblige, ning of 19S6, one-eighth of the' 
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}iKWM Mmlneid imVxiyingly Mhd 
Md iox jloi^ period* tiw wodte^ 
ImmM were reduced from tb<! MMMt* 
48. per week to 42^ or 4S. FroBi 
1956 to 1960, control was leu in- 
Aexibie; there was a five month 

G riod in 1956 when sealing of 
nns was reduced to 5 per. cent, 
lollowed hy a two-month period at 
7i per cent. Thereafter mills went 
back to the ‘norm’ of 12^ per cent 
which continued with minor cluuiges 
vpto the end of 1961. A dearer 
picture of performance may be ob¬ 
tained perhaps from the trend of 
overall output of manufactured 
goods but this again shows little 
correspondence with the sise of 
crop, yet IJMA insists on adjust¬ 
ments to raw material supplies as 
the principal justification for the 
working time agreement. All one 
can say on availab'e evidence is that 
IJfMA has yet to prove its case. 

Man-Made Shorlagea 

The Association’s memorandum 
says that until 1958 the jute mills 
in India did not have home grown 
jute sufficient in quantity, let alone 
quality, to meet their demands, and 
had to rely consequently on what 
imports the Government chose to 
permit. In 1958, the index of raw 
jute production was 158 and of 
niesta 255 (1949-50= 100). The 
acreage under the crops was 18 and 
9 Idtb acres or a total of 27 lakh 
acres. This declined in the next 
two years to 24 and 22 lakh acres, 
bringing down with it the produc¬ 
tion indices to 140 for jute and 
168 for mesta the next season and to 
122 and 170 in the year after. 

In other words, the ability to 
grow large quantities of fibre at 
home had been established by 
1958, as IJMA itself acknowledges. 
If there was a subsequent falling off 
in production, it was less because of 
dm vagaries of the monsoon than 
the prices which the fanner was 
allowed to earn for his crop. Since 
the working time agreement directly 
effects the demand for fibre, is it 
fanciful to suggest that IJMA should 
bear smne responsibility for the 
man-made shortage of 1^9 which 
unfavourable weather aggravated in 
I960? This interrelationship bet- 
weeei the industry’s operating level, 
as determined by tb* IJMA commit¬ 
tee virtually a4 its own discretion 
w4th only a modicum of consultation 
with an obliging State Covemment, 
and the harvests is a fruitful fidd 


M wqwiy weicn (Ste suttvilmya 
coaoniuee ha* w^octunalely heft 
UBSKplond. 

Imaaet of Exiwrta 

IJMA claims that regulation of 
production has also helpii^ to rest¬ 
rict the scope of the foreign buyer 
to influence maHcet conditions bv 
their putchuing policy. But how ? 
In the only instonce cited in the 
memorandum, a reduction of sealing 
to 5 per cent in 1956 is claimed to 
have led to “an increase in sacking 
stocks by 100 per cent in the course 
of six month^ with a consequeot 
fall in the price of heavy goo^ to 
unremunerative levels’’. 

At the time, Pakistan mills, our 
sole com]mtitors in sacking, had a 
a productive capacity of less than 
55,000 tons a year against a million 
tons in India, Q}mpetition could, 
therefore, be only marginal which 
the Indian industry shuld have 
known how to tackle, having been 
freed by that time from the export 
duty imposed to mop up windfall 
profits during the Korean boom but 
allowed unnecessarily to linger until 
1955. 

Since competition was only a neg¬ 
ligible factor at the time, one must 
assume that the accumulation of 
stocks reflected the well known short¬ 
term inelasticity of demand for jute 
goods. If so, was IJMA right to 
base its judgement on the experi¬ 
ence of as short a period as six 
months? This is indeed the crux of 
the matter, as the Committee’s re¬ 
port pinpoints when it says; 

“The forecasts on which the 
agreement is based are essentially 
of a short seasonal character. It 
does not appear prc^r to attempt 
to achieve stability in the short 
run by making frequent changes 

in the level of production.’’ 

Link with Market Operators 
Equally valid is the point that 
prices have rarely needed pushing 
up in the last 6 or 8 years but just 
the other way round. Except in 
1958-59, yearly average of sacking 
prices (100 bags of B Twills) has 
always been about Rs 110 and hes¬ 
sian above Rs 40 (40” x 10 oz per 
100 yards), or around the maximum 
levels recommended by IJMA dele- 
gadons and others m the long term 
interests of protecting markets 
against substitutes. 

A more fundamental tdijection to 
the IJMA claim is fftat the mills sell 


tiMto in nith«r mih 

to itlthhato buyer. T^ ptiee ^ 
latter pays is ^ by .die Em ItttBe 
Jute end Hessiaa Exohst^’i ttaoiag 
ring, several removes away frotq the 
actutd equation between deipand 
and supply. In the circumetttnees, 
the mills’ operations can hai^ little 
direct influence on price. This a*> 
aumu, of course, that mills ohd the 
market (^rators are independent 
entities, a proposition which ^ very 
much suspect. 

Not content with these claims, 
IJMA advances several odme. It 
says that the agreement has helMd 
to stabilise employment by avoid^ 
wide swings in the levels of output. 
The stability is not in dispute but 
the fact remains that total employ¬ 
ment in the mills has declined in 
the past ten years by 100,000 or 
more. 

Markets Lost 

Finally, the claim is made that 
the agreement is “a highly effective 
means” of securing a quick increase 
in production when this is required. 
On this little need he said except 
to point out that world production 
has increased steadily from year to 
year with little contribution from 
India. The latest figures show the 
world total to have risen from an 
average of 1.5 million tons in 1946- 
50, to 1.97 million tons in 1951-56, 
and more sharply to 2.5 million tons 
in 1957-61.* The corresponding 
Indian figures are 983.000 tons, 
997,000 tons and 1.08 million tons 
which works out to a growth of less 
than 2 per cent in 1951 56 compared 
with 1946-50 and of 9 per cent in 
1957-61 over the previous five years 
against a rise of 30 per cent and 60 
per cent in the world total. 

IJMA is right that the expansion 
of the Pakistani industry would 
have come in natural course; one 
may, in fact add that India could 
and should have done nothing to 
obstruct its legitimate growth. But 
the point to consider is whether the 
quantitative increase in non-Ind'an 
production would have still taken 
place at this rate had IJMA actively 
pursued a policy of making jute 
availaUe at the lowest possible price 
in the world market? 

* ’'Industrial Ftbres”, a review eompd- 

ed by die Commonwealih Econemte 

Coramittee, London, July, 196S. TaUe 

118, p 173. 









■sv'.fT^ 'r-^T 


„K.4’, ^iP4,4 ^ >, 


’'W''h*''' 

, ' t « '< ^’>|h 


!w|m' ’tfie'j.' .'■ 'i’‘ '■; :'.■' '■ ■': 

'' fC Rnignelc^i jl'lt K' PublfthltiS tiouK,' New oislhi, 1*^. 






Y" J 

utci ^ 


ft^vEureijpta Ecu^ltiii! 
^Cao^uaity ,tutin tut t* to a 
.tlyniU^ie. eittiiyi throwing, jis 
% fivoUT w lib<}$arirade pcilicies 
‘ SRk 4 .^p’^naroasyaid to develo^n^ ' 
' ^ntrkia ta wU it grow’ hit® A 9 
fD^afH-lbokiiigiJijbc, ieolationiia Md 
« nroteciticiniet? jQi K ftangij^i^ poses 
. ibts 'ail tad<famfli<ar .question^ tod 
4 evo^ ,a' good para of liis book 'in 
framing' an iftconcluaive absw^r, for-’ 
‘getting that thn answer ia iiaplioit, 
ia hiSi own description of the ^‘basic 
attitudeV ) of the, E E 't xoufltries 
Vhich,* he says, has beei) 

’“qondkioned' by the prospect' of 


i^e, to the ^int 4 s tq . comsider 
what .till. W tone, toj. intresae lfre>' 
coarqryV extierte to the E £ € Jiei« 
sW how. ‘Tba ipTotnem 'engages * 
' tRsr^ntokar. yi the ^^cond^' and more 
^uitfiUj part d hi(»- hook. Though 
wh'have had atupradons trade dto"'* 
I" cits with thif E E ijCT over since its 
' inception, tho question of persnad-: 
ing' the Community to acctpl wore, 
of our' exporta received scant atteW- 
fim'^from the. Government' of tntfia 
hU Mactnilfan announced in Jyly 
1961 ,t|)at l^ritalh w<>utd apply for 
membewhip vA thp Rome ' Treaty^ 
Even %:nt Ipdia ^v^as slow tb,abseil 


4 tetabtishihg an exclusive union ' tite'ilpplicatitos m-Ihe dhvelopineat. 

the-Weaterrt cduntfies, wbiih wiff be **■ ”-^ 

' ecbnomically strong and politfrally i 
viable fo play. Big Power politics in 
the changing worid". • , ■ 

Not Esoeislvel}' Proieciipbut 

, , Irshpuld be fairly obvious thht 
any country or groiTO. of' cou'ntrieS 
which aspirSs tq a Big Power role 
can hardly hope to achieve its objec¬ 
tive by pursuing .ispladoftist polices, 

, As a major economic and polkicah 
pdwer the EEC must, *in the long 
.run, expect to match and excel the 

■ efforts of the 'other Powers to in-, 
fluence wbrld .affairs. In . specific 
economic tfefms, it will ha\)e to bid 

i for an increasing share of frade and, 

‘ insofar as it' has come* about that 
trade arM political inffudnce' follow 
. tfconbmip aid, grant, increasing .quan- 
thSes of development- aid. Liberal 
trade and generous aid have little 
to do with political and eoanomic 
■, idealism.''mu<;h'with the compuL, 

' sions of power politics. 

In fact, it. would' be difficult tq 
establish that the EEC has been 
’ excewively protectiOTrist even in its 
formative years. - To takt*' RanprtO’ 

■ fcar’a own,statistics, in I960 the inv 
, ports-of the six, per‘capit* 'of popU‘ 

' jatioo. amounted {o $ 125 compared 

fo only ■$ 81 fOr’the’United States. 

K imports wemMinlwd to per capita 
' ineomej the'Six would emerge ih. 

* even more’ favourable light, ■, * 

•There' is little reason, therefore, 
why Indian palfcy-makeiw shbald' 

'Jpip', sleep river tl» E E C <evolvihg» 

■ ‘lito* a proteediwhist blop. What is 


Ab ■ Rangn^ca# Writes, “Tor a long 
time, evert after - Britain-l-j[ndia’^B 
principal economic ^ partner — Jiad ' 
decided to plunge into the Edropaan 
movement,; India did n 6 i m^e any, 
serioub atteinpt t« study' the eitpa- 
tiort and take advapee action 'to, 
meet fhe new' challenge. Theri wtw 
, a’sense oT shock Britain's'droision 
but^ apart-from ^roe vague expres-; 
siohs of regret and frars, India did 
little else, until the climate at 
Bfri^eU startjfd becoming sticky” 

likqlv.Low ExAaarraled 

In the initial sHige of the negotia¬ 
tions, India relfrd . exclusively on 

British efforts to obtain sOtisfactery 
safeguards for Comnionwealth trade. 
It was not until November 1961 
that the Government of Ind’a made 
the first move tq establish direct 

contact with .the E E C by appoint 
, ing an envoy at Brussels. But it was 
only in Mav 1962, almost a ye**^' 
after the British apnlication for 

membership, that India-- sent her 

first note to tHq Six. Even this be¬ 
lated memorandum turned out to be 
“a,rather pathetic appea^ to the Si* 
to safeciiard fndia’s' economic ties' 
with'Britain” an<J cdncrntr&tefl on 
the- effert. of the discontinuance of 
the Commcnwe'alth preference conse- 
'duent on British piembership of the 
EEC ipstead of making a ca,<ie for 
a lareer share,of E E ll’s, imports 
for Tndia> That the latter, apnroach ■ 
wovrid have beim iaf more effective 


widi tqe U K dragged pTh-to'bffer '' 
favopritble .trade ‘ayrangmnedts bo, '. 
Isdja through direct negotiaririns. '• 

In the largely amotiopal reaction ' 
to the British move to join: the Coip- • 
' njon "Market, sRangnel^ar* t^ows,- the * 
likely losst of expdrts was Vfery inu^ \ 
jwer^estimateti, On the baeis of g 
painstaking analysis of the pfospetta 
;for each" of our' ma|or export items« 

.he /cdncludee^ ‘‘AlIowHiig *for some* : 
lo^s in the mofe- '^frerabl* «x-^ •' 
ports, I perhaps roughly " about 90, 
^per cent of Iiuha’b expoiAs to Britain "• > 
-and the Smshould emerge;,ansertthied^ 4 
from the Europeto wovSi, The prob’ * < 
pects -for the "ba'ance are -rathey 
urtqertajn. E^ep after ‘' tgking k . 
iughly'pesbimistic view ,la»d,toOw- V 
,ing for' tho poaibility of-diversion ' 
of -some of tjid trade in certain dx-* 
fiusiye gqd better established items ' 
at exjmrts), there is reason to beli- /' 
eve tiigt* die overall loss may nqt 
exjceed .11 to 12 per.cea/ of the ■. 
present export trade'’with the seven . . 
countries”. • ' , ' * ' ‘ 

I ^ 

Need to Oratiiiiie NegoUatloqs 

While there may be, fliffeVepcea * 
about the exact extent of the damage', 
to our tpnmfts 'as a restih of the losfr' 
of the Comjnonwca’th- ptefcrence,, * 
there can be no doubt* that it was / 
magnified to unrealistic proportiorts ' 
and allowed to distort our approa^ ' 
to the., ,E E C. Even the Goverq-f 
ment of India appeared to ■ realjs* , 
this in course of time as was reflei^- i 
. cd in the marked softening of itt *' 
attitude, to th^ “provisional ’ agree-' - 
ment" over Commonwealth, exportb’ ’ - 
which the Six offered to conclude ""l 
with' ^ritai'n. Under this agreemesnt . 
the Six undertook to (i) abolish or 
suspend the commdri' ‘external tariff 
on a number of primary prodiictst 
(iii) slow down, the rate at' whiqh, 
Britain’s Drefercntial tariff Was to " 
be adjusted to the EEC tariff oyex,- 
a wide range of ■“controversial” ex¬ 
ports like tPXtiVs; and. fiii) negott ' 
ate a comprehensive tfade sfeTee- 
mebt with In^ia by iho^ end of ,1966 
•at 'the latest,' but earlier if possible. 

■Britain stays ‘ pin ’oL the E • E C 


Is shftgertfed bf die- willingness of . foi- the' time hejrig, but nothing* has 
the Six, revealed'as the negofiattoqs, happeniM to .lesi^ the urgency ,of 


»*,: 
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'to' 'totiir 'tnde kf otto» 

' Tltor toibalAace has nototot^ to vy, 4o iwig^iMe iter 'ttooe <}ii«to)f 
do whether BHtain joins px wito the Six, tor it wii} ease Britoto’ti 
itaiya tn>t -of the £ £ C. There to toto of sah^ardtog CommeiDweaith 
' tio reason, therefore, why some of interests wfaito she mtoces her next 
toe possible solutions which were attempt to join the £ £ C, as stie 
considered during the negotiations perforce must as soon as toe can. 
pn Britain’s entry should be iban^ It is, therefore, for India to pick tip 
doped. As for Britain, toe cannot the thread of the Brnssels negotto' 


itongnekar hdttreeees tojto ewto ^ 
timely retain^ wito a sumoii^^ to 
toe fast chapter, ol toe toMitto^ 
aspects of a general plan tor 
promotion whiito« tor all toeir hmg 
reiterated by various commitlcea, 
retnato largely pn paper yet. 



ITHOUGHT FOR FOOD •What a wide variety 

of tins! They all contain edibles. Naturally 
a great deal of care must go Into the manu¬ 
facture of these containers ■ Poysha, one 
of the leading tin container manufacturers 
in the country, know that in their work quality 
and service count. Quality control begins 
with the selection of only the best tin plate 
and continues through every stage of pro¬ 
duction. The essential features of Poysha 
service are prompt delivery and personal 
attention to customers’ requirements right 
up to the stage of canning* It is no wonder,' 
therefore, that leading canners today are 
beginning to rely more and more on Poysha 
for their requirements, and within the last 
four years their turnover has increased by 
about 70% annually. 
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in the four ytare sutfe. it* inception, PmchayMi Raj made a aip^nlficant contribution to the 
, deoetopmeia, of rurcd Andhra. More and more funotiona relating to viUage development are being entnut- 
'■ «d to the panchaydis and tamitia. 


In the Ught of the experience gained, the State Government has formulated a compr^tmHva 
Pdichayets BUI which is expected to be poised in the forthcoming eesdon of the State legislature. The Bill 
wUi integrate the pamhayat systems in the Andhra and Teiangana regions of the State. It will also spa* 
cify, more clearly than the existing legislaUon does, the functions of panchayms, their sources of finance, 
the procedure for appointment of executive officers, et‘e. 

The report of the Santhanam Committee on panchayat finances also bodes well for the pant^ayatt 
raj. At least one of the Committee’s recommendations — the establishment. of a special financial corpondlon 
from wluch panchayat bodies can secare loans to execute certain programmes for which their own resources 
are not adequate — is likely to be accepted by the State Government, 


pOUR years alter its inaugursti(ni 

on Noi'ember 1, 1959, the Pan- 
chayati Raj scheme in Andhra Pra¬ 
desh may not have revolutionised 
rural life in the State or made its 
villagels overflow with rnilk and 
honey. But it has opened up new 
vistas of hope and promise. The 
physical achievements of Paticha- 
yati Raj are not insignificant, but 
more important perhaps are the 
hopes and aspirations the scheme 
has inspired among rural popula¬ 
tion. 

Contribution to Development 

Panchayati Raj has so far faced 
three kinds of practical problems 
— those relating to programme for¬ 
mulation, to admiriistration. and to 
the scheme’s political implications. 
Though some of these problems 
have been solved, many others are 
proving difficult. 

Panchayati Raj institutions may 
be regarded as units and agencies 
of local and district administration; 
they are also training grounds for 
the rural masses in social, political 
and economic democracy. These 
institutions have to draw up and 
execute programmes of local deve¬ 
lopment relating to agricultural 
production, small industry, educa¬ 
tion, public health, medical relief 
and social welfare, in pursuance of 
(or to fit into) the Plan programmes 
in these fields. To succeed in this 
task they have to win the goodwill 
and cooperation of the rural popu¬ 
lace. 


In the last four years Panchayati 
Raj institutions have made a signi¬ 
ficant contribution to the develop¬ 
ment of rural Andhra. More and 
more functions pertaining to village 
and rural development have been 
and are being entrusted to the pan- 
chayats or samitis. More financial 
assistance is being made available 
to them in the form of grants, sub¬ 
sidies -and loans to enable them to 
execute development programmes. 
Problems of administration, arising 
from the devolution of a number of 
functions to diese bodies, are being 
tackled. Alongside there has also 
been some progress in defining the 
areas of work of panchayats and 
cooperatives, reducing corrupt prac¬ 
tices in elections and diETushig in¬ 
fluence and power in Panchayati 
Raj bodies. 

Agricnltural Production 

The most important development 
undertaken by Panchayati Raj agen¬ 
cies has liden the formulatim of 
measures to increase agricultural 
production and implementation of 
schemes for that purpose decided 
by tlie State Government. Pancha¬ 
yati Raj institutions are now in 
charge of maintaining minor local 
irrigation works as also distribut¬ 
ing fertilisers, seeds, implements 
and other aids to efficient farming. 
ThroiigR the extension staff allocat¬ 
ed to them, panchayat samitis exe¬ 
cute programmes for soil conserva¬ 
tion and for mobilising and utilising 
idle rural manpower resources, un¬ 
dertake construction, repair and 
maiutenance of village roads, ahd 


, also deal with compulsory primary . 
education, rural water supply aUd ' 
community weifate. By and lar|^ , 
in respect of all work traditionauy 
associated with village adm'nistn- 
tion (except collection of land re¬ 
venue and police and judicial work) > 
and ail work pertaining to rural 
development under the five-year 
Plan, the village panchayat or the 
panchayat samiti is now directly or 
indirectly the agent of the goverti- 
ment. The zilla parishad's special 
responsibilities are secondary edu¬ 
cation, district roads and communi¬ 
cations and co-ordination of •; 
programmes and activities of the 
panchayat samitis in the district 

New RMponsibiUtisf 

In the formulation and execudon 
of village production plans, cortrdi' 
nated effort between the village 
panchayat, the village cooperative 
and the extension staff ie uuded. 

At the same time., both drawistg up , 
realistic and effective village plans > 
and implementing them requires . . 
the maximum cooperation of the 
village population, Panchayati Raj 
institutions thus automatically be- 
comef the ageUc-es for enlisting and 
mobilising public cooperation for 
village programmes. TTie emergen* , 
cy has imposed on the panchayats 
the respon,sibility to organise the 
village volunteer force and thq; 
village labour bank. Hie cumula¬ 
tive efifect if the programmes are 
well coordinated and implemented, 
would be to increase agrcUltural 
production, build up commun*^ 
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l>fe‘ • :ol»i )^'Sm 'of hlax&>«t^L, — 

^ «i(^'*;idf.,tte' '|iib(ge -|»);^i)Jati<M|7 

l&i,i;, j, .'■ .■'* , ^ 

W'" f’ -.,-aspiicukural ^ produe^dli, 
A'■.. 'tW6 Other mportant prDgraiiai]«&' 
Ifc* > tentruffted* in ^<!hin to Panch*]^ 

’ * Jlaj iiistitutioiu aie the exten&i^ »f 
iBOiaqpolBpiy primary educatToh to, 
' cover Cblld^ren in the age groups 6-p’ 
ivV:' in tM Hto{t three years aftd rural 
^ imtfSf si^ly. The*Emergency*lMid 
V‘ ) led to the retrenchment qf abofit 
^, 0 , - 1,600 peimary achool teachers‘Jn- 
[1?!^ ’ tpnded lor ritra! schools, theseby 
i," ; slowing down thd tempo, of enrol' 

I* V. .. ntont in primary stShopls. But with. 
VI , 1 , ' dhb partial mtoyation oi^ the cut in 
} the allocations forjedueation, enrol- 
' (' ment might catch up again. As for 
4'" ' the rural water supply scheme,’ Jfts 
'-..6 crores are propoi^ p.be speint 
", , during the -remaining period of the 

Plan, to,provide safe drink*, 
, '\'ing water ip, dvery single village in 
^ J State. _ ‘ 

V’' ' t , * • 

V * ■’ i ’ 

f ' ' Npt all the 15,000 panehayata in 
the, State display the .reipiisite en-- 
i , dhusiiism, .Competence and .efficiency, 
f,' But their effectiveness can be asiea* 

' eod broadly- aod indirectly from the 
' , ^rolment in the village volunteer 
I,' force in different districts, which 
has "now reaebnd a total ol 15 lakhr 
’ for the whole State. In areas where 
!*' 'tite membership Cf V V F is large 
'it la* by and large an indicator of 
i3,;7 the'bard and. enthusiastic vtork put ’ 
V, -tn -by the village panchayats. An* 

■ other'test of the cBBcienpy of pan* 
fi"; phayats is ijie collection of local '* 
-taxus. It is espmated that in about 
S^SOO mlt of the 13,000 panchayats, 
the collection -has been 9 ent per 
I ' ^.tjortt, .while in more than half of 
’P‘-l fhe remaining 10,000 panchayate 
/etillectioiis raioiint to 50*75 ppr 


New Froposaii » 

' To eneouragh healthy copipetition 
j .. li anumg village panchayats and sami- 
State Government has insti- 
P tpteil prl^ for the beist'panchayat 
f.'; , panchayat samiti in ‘6acl|. ps- 
; ^trict, and, for the best aamiti in 
tf , V Telangana'and Andhra areas,,*' res- 
7' podivcly;’Whil^ it has been qi|C»' 
»' tinned whhtber -the criteria pre^ib* 
ed lor dfiterpliiiing the 
K- panenaym nr samiti are satis- 

f;' Iw^ry or whether the judging i» 
S' Hdn^p.^lmparful^v, the scluane is in 
a good wte*. 


; tUiyat-iafoiils 'pmi, 

fiudente is helfw. ..focMnlihA toofo 
intn^ble .pirwt^, has' hne»* tfaai 
I't-Blodc •wkekpinent QSedra, £>^ 
Patifliad Sedi^ries aHd''^otlMr.offi- 
^ tials fyfim ffifierent 

i,' State CoveTt(h^’'depaniQeats and 
’ - da not owe. any 

panchayat Baj. institutions, then 
again^ die vllli^ level'woihsrs;. tfad, 
lynch-phi. ,of .pe,' Panchaytti Huj 
• scheme, haVe no avenues of .protito' 
tion or advkncement and many of 
them after^woiAlt^ years m dm 
.< same capacity lose tWr initiative' 
and‘enthufiasm. |Tha State ;Govm* 
rwent, has,!now decided to Set up a 
Panchayati Raj toi^ice; which wduld 
provide the adrainii^tivc and tech¬ 
nical personnel for the'scheme at 
different levels-and, tnus farihg info 
. existence a cajlto of officials!-^ V L 
. Ws,, B D Ps, Zilla Parishad Secre¬ 
taries and extension officers—who , 
would ^’we, undivided loyalty to the 
ideals and objectives of democratic 
district administration, while en- 
Joying the advantages and privile¬ 
ges of Qovernhwnt service. . 

^ Combatiiic Cotroplioa 
The most complex problems- 
thrown up by‘the Panchayat! Raj 
scheme relate to coi^niption and the 
political aihbitf(»i8 of those seeking 
elective offices as panchayat -samiti 
and ziHa parishad presidents and 
vice-presidents, and the caste and_;_ 
^ sectarian influences that are 
brought into play in the election 
to th^ offices:. These are a conse¬ 
quence of the influence* patronage 
and prestige associated with the 
office of dm sarponch, the samiti 
president or the zilla parishad chair* 
'man. To reduce the influknoer of 
politicians bh samitis, ni,embers of 
Parliament and the State Legjsla' 
turd have been tiisqualilied'from 
contesting elective .'positions in the 
saaihis. and parishads. They remain 
ipembers, of course, but will have 
no voting rights, Thh rule will comb 
into (^ration , IB July 1964 wlreh 
ndw i^^hayats wlH be elected. .An* 
cgher , proposed innovation is the 
statutory provision' for tile estab* 
lymtent of k grania,.sabB^ 4>r « 
|toiwral body bf voters ' in eUery 
vUjsge wblrib woiuld at least 
twice eveif jtearr A tiitrd' proposal ' 
is ^ ia^jhmthm :,bl tite, secret 
‘hittlei syatem ‘for 'ejeettons to pan*- 


ane Bimes a 
..'initia'.fbich, 

-••beareraT.'' 

' o'" ^ 7 

■ Vhile |h«*ie- 
tho>' dvils' of .‘caiAwiB,' ,kl(w 
•’Xadfoneilsm .and' coniMatiMttdd , 

inffuehoh ,itt )randj)'''(d k' - 

reaf ijHnedy/ Hu'. in 
ment, of democratic 
antohjjf ■villafls',yo 4 ioto--'^'t«iri<^'‘* 
howyver* wllf take Th^i ' 
gr^ pkr^, whicdi 040 Jtithmfo hjM'. 
opposed to panchayat «iketiona 'b6>' 
ebatesfoa on' a j»rty basis, is » 
gradually changing Jt» stand. • ' 

• * ’ ' 

' .PoAchavat' Rnataou * , 

St. . ^ 

Xwo'otiiCT aqiects 'of the Worit-' ' 
jng of Panchayat!' Riaj jn* the 'State . 
may be briefly mentiohad. The firri 
is .^e proposal to reomgniae eaml* 
ti blocks -by reducing, their number ' 
so that expenditure on staff would 
be Tcduced; Whetjier Bigger blocks 
'Would, besides reducing cost, jh* 
crease efficiency remains to be seen. ' 
The pn>]:»sa] involves;, however, an 
increasd in the number of’ village 


tevel workers in each block whue 
reducing the number • of extension 
officers. The second - is the prospect 
of Panchayat! 'Raj institutions 
toming into mord funds as a result 
of the recommendations of the Soq* 
thanam Committee on panchayat 
finances. At least one of the com¬ 
mittee’s recommendatiohs —^ the es- 
tablishmdnt qf a Panchayati Raj 
Financial Corporation, from which 
panchayat bodies Can secure loans 
for executing some progrmnmes for 
which they do not have adequate 
resources — Is likely to be accepted 
by the State Government, 

A coittprehensive Panchayats Bill 
to integrate the panchayat systems 
in Andhra and Telangana is aclte- 
duled -to be passed during the hlov- 
ember, "session of the State Legisla¬ 
ture. In additiicm to bringing the 
two,'systems on a par, it ^m^rcatBs 
the functions and powers of Village 
panthayata,' .allocates financial. ze-' 
souVees, pibvides for.the app^t- 
ntont of executive oiteers. to pun* ‘ 
'^ystt'and, ob the 'whole, jjpves 
them IT distinct status as’ units of 
selfg^ov^ment at the vUlagO, . 
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^'''‘c'';t-N '1 j** , '* '• ‘ * 4 , ' 'f , ' f > , ^ t' '■ I ' ‘ ’ ►< ’ f ' ' / 

if£' i : '4^9g' ^ **N» SlitfK, Am'IA# rrte .<# bumae'Ai.populatiaK t^ dimU 19S|. 

I ’ iSifi. ^part af !!^ itter^ by froiri ’ 

fTWn'^^ .''s' j. /■ 

I-'', ‘ ,* ' ' f&e ia^^atiah of Ma^ms from Bbit I^bkinem iiUo Attain 4at bapt « Uve ’0liUeal> issut tiapt . ^ 

4a artempt is made beiom io'rtdmatai from 1961, aensiu data, the eateH.oj-meh jat^tramn 
,.')mia^0ie‘UM deiasde. < ^ ‘ 

‘ / ' A^SSA^ ebow«, ti^je ’ hig|h«5i pejr’ Piade^b*,'Madrasmd Utt»r PnuJ?Bh. . r^pid after 1860v It conaidwabjy 
' ' oentage iootease crf population The ca^ of <Jhmniu and Kaabmir .alowed. dawn otter 1921 mtdepntcU* J] 
Wong aft the States during W ie different Os thero waa no regular coated after 1937. 'I'he inltow . - 

1^1;61 decade. The 1961 oeneut ^ Census in this ;SUde ‘ini 11^1. cd Mi^llin oettlen Iron) E^st Bengal * ^ 

>ow8 thhl durteg this .decade the boforff 1951-1961 the growth ** v' 

. WreaWbl population in Assam wm population in Assam waa mtwh 1^31 and" continued till ; i 

cent’compared to the ^'.higher than in oth^tates aawU of indepen^ce |n 194?.,; ♦ 

* India increase of 21.50 p^ CSa|/ ^ ^ -pable 1. In the de- pRooess lermally cSipe to n; ‘ 

pe r^ej.'of incrfiase in ^sam Waf 1901-1911, IW1-W21 and ®‘o“ ^ partitW. Bdt two k i 

. -.be fcoinwr^ with that in othfer 1951.1961 the rate rf increase in thereafter '^omac',' . 

• States^.-Andhra Pradeeh 15.65 wr higher than the All- in East Bengal agaip^i l 

' 1^1®'P®^ cent, Gu|^ , ^veiage by more than 10:per «>»«poll*d many, Mu^ims from the,.' 

. per cent, J^mu and Kashmir ^ femiained as «*?“ ol E«t’ Pakistan to ^ • ?, 

O AA ntas. a*A«4« k^'AVAla OA 7A near . - . . T ^ L± _Av . , 


I ktcreaw of population in Assam was 
94.45 per cent’ compared to the AB- 

- India increase of 21.50 per etati 
Ihe r^(t-'of increase in ^sam Oaaf 

..he Compared with thm in otEbr 
States:..-Andhra Pradesh 15.65 per 
.. cent, Sifaar 19.78, per cent, CutWt 
.26.88 per cent, Jammu and Kashmir 
9.44 per ceiU, ,Kerala 24.76 per 
icent, Madhya Pradesh 24.17 per 
cent, Madras 11.85 per cent, Maha^ 
rashtra 23.60 per cent, Mysore 21.39 
per cent^ .Orissa' 19.62 per ' cent, 
Punjab 25.86 per cent, Rajasthan 
26.20 per cent, Uttar Pradesh 16.68 
per cent and West Bengal 32.79 per 
cent. Among the Union Territories, 
the highest increase of popiilation is 
shown by .Andaman and ^ Nicobar 
Islands at 105.19 per cent,' followed 
by Tripura 78.71 per -CCTTt» Delhi 
, 52.44 per cent, Manipur 35.04 per 
cent. 

It is thus clear that the rate of 
increase of population is not similar 
, in all regions of India. In regions 
into whi^ there might have been 
> an inflow of populationr from other 

- States of India dr from East Bengal, 
the rate ’of increase of population 
has been the highest Thus Assam, 
West Bengal, Andaman & Nicobar 
Islands, Tripura, Delhi and .Manipur 
recorded increases of over 30 per 

- cent, Gujarat, ‘ Kerala, Madhya 
', Pradesh, Maharashtra, MySoJre, Pun¬ 
jab and Rajasthan iall in the 
medium group ih. which the increase 
of population is above 20 per cent 

’ but .below 30 per cent. There rniW 
' have bebn some amouht of' immig- 
ration into tjiese ‘States, ffiQugfa noth- 
' ing de£nite can be said, ’tn the other 
Wtes the increa.^ of ■population is 
leaf .^ah 20 per . cent. From dies# 


there’ is some out-^ in*® Aaaatn began during the last 

flow of'pop**ht» 9 n to other places', .coptwy, after M» formation of Aasam 
'aW«^ly w®“**^**" Andhre fjWipany in 1687 , and'was very 


»of population in Assam was miich t*t®d after 1981 and continued till 
Wgher AaTin othTstate. aa^wiU 4® ^ mdepena^ca jn 194?. ; 
be seen from Table 1. In the de- !,»"« piw^ .formally eSnte to a. 
cades 1901-1911, W11-W21 apd with the partitftm- B^t two of 
1951-1961 the rate rf incueaae in “f*® . !*«■« thereafter maiouac 
Assam was higher than the All- in East Bengal agaip^i 

India average by more than lOlper «>»np®ll®d many Mu^ims from dte,. 
cent, "niis cannot' be expluhtd as ' Pakiaisn to coqte • 

beir^ due to a lower dea^b rate' or ^ India ih searep of livelihood. ,As 
a higher birth raW in Assam. . . 7«**‘ ®« W hard-worti^ - 

_ ,. ■ . , they could easily find ipbs as ami- 

Taking the six dwades from 1901, cultural .labourers jn the fields^ o| 
to 1961, the pophlatkm of Amm co-religionlsts and others aftil 

mcreased by 220 per cettt from 37.1 ejgo as casual iabourere in the mr-- 
lakhs lo 118.7-lakhs. In contrast, 5j,n areas. The Nepalid came’.ln 
the population of India .(including large ^numbers to-Assam befUTO 
increased by 88.9 pw cent. 1941, bpt the flow in recent yeare 
In 1901 the popufauan of India ww has not been consideeahfo FoHoh- 
23.6 crorre; it iMreased to -,43.9 partition,. Hindu" rofugete in 
crores by 1961. IE Assam s popula- thousands begad-to eVacnate East 
tion had grown at the all-India^ Bengal. They. faiaWly' came to the 
since 1901 It would have.^ W.1 neighbouring plates of. West Bengal, 
lakhs m 1961. Thus nearly 52.6 lakhs Assam and Tripura. The inflowof 

or about 44 per rent of the total Hindu refugees still continued. The; 

population of the State hare immigration of ’ job-seekers, dngi- ' 

from at^T .parts of undivided llmia peers, doctors, tradesmen, contrap- ; 

after 1901. ^ tors, mrti$ans and labourer^ Ipto, 

Brc«MoWW of lumdamW Assam is a comparatirely new phe* v 

The very large increase in popu- poracnon. TJup to the increaWS 
lation of Assam during the last 60 *®topo ’ of development woili in' 
years is i;naLi|Iy due to the’ iijflow of: , Assam, toe inflow of^ this cate^ofy ' 

(1) tea garden labourers: .‘7" “creasing 

w -f. r f* dunng die-last few yeare-y 

(2) Muslim seftlefsi from‘East Most of these people have not-ret 

Beiigal; ■ 

(3) Nepalis. from Nepal W T«rai- ■- .Talle 1» Kate «rf Growth .of 

Darjeeling^ . ; Popuhiiltw ^ ‘ 

(4) Hindu refugees fpo*n Eh*t (Per eem) ' ; 

Bengal after ■ partition j and, . - AlMiidta-Assam r' 

(5) other persons from' ou^ --- 

Aas^ for purauu^ vhnoto i*,®? / 

prcffessions and tradre ui this I92x.igsi, 11.01 19.M 

. Stita. miAMl , . 1428 WjM - 

The inflow of tea garden jabourera .SS - 

into Amato began during the last ^ ’**’**' 


Decades 

1901.mi 

1921-iaSl. 
'19314M1 

mi-usi 
wta-iwi' ’ 


AlMndta- Assam r' 


U. 


SeniiMM Census of Indfo, 1961 Snd 
1861, 


' ■* 


increKW of popuktioti in 
districts of Assam since 
1901 is ^ven in Table 2. 
Elites lor hill districts should, 
bowstrer, be taken with some reser- 
vstion because of the possibility of 
tmder'enumeration in earlier^ cOn- 


im 


_ dr 

Hills. Oistrk^ wfeere incweiase 
of populatkm is osMd titan 2li per 
Qtjft during 1951*1961 t^n pe con¬ 
sidered to have esperiencod an.ab^ 
nornial rate of growth. In Assam 
all the districts would fall in this 
category although the districts of 


nau *m tigto tfota li#tn 
cooiparati!^ stsalW raids af in* 
crease. 

The-larger increase in &e two 
hi!! districts mi|d^ be the result pf 
under-cnumerattop ip die . 1 S> 5 J 
Census. The small ittcTeaee in 
Cschar district may he due to mig- 
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' .tti. ' .iiiiiyi® ,, 

l;94f«(i4.19lSl |rom SyilmiMid w«ii» 
^^fyimaxe' enutuer^ted in the 19^1 
Croafs -the dkttict to ^>dlet park 
df .thib cd^tr^. 1%ere mi^ alto 
have been some tmder'«nuraeration 
of Palustani nationals residing in 
Uie .district in the 2ML CenSos, 

Asi has been pointed out earlier, 
a large proportion cd the increase 
in pttoulation of Assam during 
is due to the immigration 
of (1) Hindu refugees from East 
Bengal; (2) Muslim settlers from , 
East Bengal and; (3) labourers, 
tradesmen, contractors, etc, from 
other parts of India. It is difficult 
to estimate the exact number of 
persons falling within each of these 
three categories. Had there been 
some question in the Census like: 
“Where were you enumerated in the 
last Census?” and it had been 
possible to get correct answers to 
this question, it would liave been 
possible to know the total number 
and composition of immigrants 
since 1951. 

From 1951 to 1961, Assam’s 
population increased from 88.3 
lakhs to 118.7 lakhs, an increase of 
30.4 lakhs in 10 years. If All-India 
average rate of growtli (i c 21.5 per 
cent) were applied to Assam, the 
population of the State would have 
been only 106.8 lakhs by 1961. 
This leaves nearly 11.9 lakh (or 12 
lakh) persons who might be des¬ 
cribed as constituting an abnormal 
increase of population in Assam. 
Allowing for under enumeration of 
about a lakh or so in 1951 Census, 
the balance of nearly 11 lakhs must 
have been added through immig¬ 
ration. As staled above, such im¬ 
migration might come from three 
sources. Of these, the third (i e 
labourers, tradesmen, contractors, 
etc) who would normally settle down 
in urban areas would not exceed 
more than 50,000 or so. Consider¬ 
ing diat proportion of urban popu¬ 
lation in the total population of 
Assam is lower than all-India aver¬ 
age, this cannot be described as an 
under-estimate. Thus the balance of 
about 10.5 lakh persons must be 
either Hindu refugees or Muslim 
infiltrators. 

The Refugee Rehabi'ilatidn Bo- 
partment might be able to give 
some idea aliout the number trf 
WtHdii tefugees. If their estimate is 




'be MtotUat iaua^pl-^. 
nu^ of duM t«6 iaat^ 

ants may bh eoiapariag me 

leHgiotts onuphsldmt of the pq>«jil«> 
tion in 1951 amd as nvun ih 
Table 3. If the normal rate « «awifa 
of population m Assam is M 
21,5 per cent On the basis of All- 
India growtb-ra^, the different 
religious groups «f Assam vfould 
have numbered as given In Table 4 
in 1961. 

The iarae increase in popu¬ 
lation of Cfaristianfe xnay be due to 
conversion of tribals. The decrease 


tbia. Ilormally fieiuhiia 
fallii^ under' “tribmh** iMld have 
^wn a biflher rate d increase aa 
most of the 1tnde^enum{R'ati0n io 
the 1951 (or earlier) CeiMus occur- 
ed in the tribal areas, the inhabi¬ 
tants of which constitute the main 
portion of the population grouped 
under “others’*. The larger increase 
under Buddhists might also bO due 
to conversion of tome Hindus and 
other religious groups to> Buddhism.* 
Under-Onuifleration of BudSiists, 
most of whom live in the interior, 
may be anodier factor. Although 


Table 2 i Incemse in Pepulstton of Different Districts of Assam 

(J^er etnt) 


1021. mi- 
1«S1 1941 


(1) Cachar IS.21 s.ss 

(2) OooJpara 20.97 26.02 

(3) Kamrup ISSS 1420 

(4) Darrang 11.89 27 OS 

(O) Kowgong 1684 Sl.04 

(6) Sibsagar 15 S7 19.08 

(7) Lakhimpur 28 89 80.42 

Assam Plains I7JI0 20.0B 

(8) United K ft J HlUs 16.22 8.se 

(9) Goto HUls 14.94 12.71 

(10) TTnlted Niktr and 

North Cachar Hills 8811 5 92 

(11) krizo District 10.64 7.90 

Total Hit! Districts 10.98 11.84 

TOTAL ASSAkI 18 78 19ai 

Souroe: Census of India, 1901 and 1961. 


18.60 80617 
28.42 22.81 

17.21 8024 
19.51 20.07 


1941- 195L 1901- 
1001 1961 1961 

24.(k 28 6 119.6 
0 26 ».6 294.9 
1729 88.4 280.0 
2428 80.0 2892 
8668 86.6 8662 
18 61 24.4 1822 
20.88 88.8 8112 

2024 84.5 229.7 
0 44 27.1 110.9 

8.28 26.0 107.0 

2A02 60.1 6*80 
2842 88 6 929.0 
1246 83.9 1082 

19.28 84.48.2202 


Table Si Distribation of Populatioa of Assam by Religiim 


Increase over 1991 


Religion 

No (in 

Per 

No (in 

Per 

No (in 

Per 



thousands) 

cent 

thousands) 

cent 

thousands) 

swat 

(1) 

Hindus 

58.861 

66.5 

78.84.9 

66.41 

19,98.8 

88,96 

(2) 

Muslims 

19.95 0 

22 60 

27.65.5 

23.29 

7.60 6 

8826 

(3) 

Christians 

4.87.8 

6.52 

7,64.6 

6.44 

2,77.3 

6601 

(4) 

Budhists 

226 

0.26 

385 

0.81 

13.9 

61.80 

(5) 

Sikhs 

3.9 

0.04 

9.7 

0.08 

8.8 

148.72 

(6) 

Jains 

4.2 

0.06 

9.5 

0.08 

82 

128.10 

(7) 

Others 

4,30.7 

428 

4,02.1 

8.89 

(-)28.6(- 

-) 0.07 

TOTAL 

88,30 7 

100.00 

118,72.7 

10020 

30,42.0 

8428 

Source 1 “Statistical 

Abstract o( Assam”, 

1958, p 4-5i 

, Eastern Economist, Vd 40, 


Table 4 1 Normal Growth of Population by Reliidous Group 
{Figures in ihousands), 


Religions 

1951 Population 

Plus 21.5% 
IncresK Thereon 

Total 

Hindtis 

58.86 1 

12,65.5 

71.51.6 

Muslims 

19,95 9 

4,29.1 

24.250 

Christians 

4,87 3 

L04 7 

^922 

Suddhlsls 

22 6 

49 

272 

Sikhs 

39 

0.8 

4.7 

.Tains 

42 

0.9 

11 

Othent 

4,30.7 

92.7 

8,23.4 


1829 
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*4nQ*f kn^* My« *ar« Ament Me nie««( t^n^e 

j^Afh ltne.4)^'e/kApt «n eeuerClmt ffir <|k year* and ha* 

A vaetraafrvclr ef 'fleh f^e. *My OUek Meliy*#nd Swerd~ 

^ tAi|«» 'he Mya, *hAve rapcoduced haH p dpsan ttmf* ' The 
enly fiah whiohphoduee live yeung 'they have large TanUliee. 
i lUmanathan ^«an tldh ht ddaa meat thing* with dagp 
Interact, eei^ and hnowfCdga. Rcmanathan la a fvaflfno 
^ Stfp«rint«mltntWfthrbijrmeh-^ncii, Naw'Ofiw. . 

jwm farm... NnfsnaTo' art HI* fob I* <4 buMr- 
^ v(*« tlw rlK*lpt/iitoras«/ewA<'*ry of ■vMlon l(u*i». It'a a 
«on*»He«rt and tfftlomt «a#t«. Taar^ ai^ many grad*/ ot 
avi<dlefl ,fci«te thai must maat pit Ngntaf •tandaro* of 
dudtityj oHa «^nd adaeialni**: airdrdft rantfi'V, alm^i* . 
'' i>l«ton*<ta*f4ddlatfe*1M Jata^ttma achadCilaa^workad to 
th^ rfilnut*. Conttdni vfglldne* waniabfdlbW naMaaNy. 'And 
dta fiwaatlon af.aaaad,’ ityt Saniandtuan 'if, racerd 


1^4*5 llir*a par minuta In 194B wbvn I jolnad and 4.6QP ^fraa 
par Tpinuta now,' Rraaanlly on a apaolaJ asafgnmantat tha , 
'Branc^ Off)c*. ^amanatltan eo>ordlnat** dWlMy csftrof, 

" aquldmant and atoraa tor'aigbt alriiaida In (ha Oalhi arga. 

, tOMY, M em, fwti u(f iMMinMiuE »«tim roi rw. 

'Kamanauian,' taya a oouaagua, ‘raealflnp Kipling, 'can 
,mova wlih Wlnoa andJtaap tha epmmon touch, Md'a fclandly 
and raaoaetad' Hia IrHaraat^ are faw add atmpia yhay 
Inoluda a poo^ library and traval. 'I'va aaan Irtiud,' Rama> 
na^han aayat ‘werhlng tor BunwaK-Shadl' 

" Kamanathan and dauAl* H*** Hnt-ren afl Igvala of raoponblbl- 
ffty—w* 0urtnaH-8ha(l. Today, ap evorjthay ar> hard at 
work ,,. vyorklng to onti^o that yltaf potrolovnri^produeta, 

■ aaoondal to India'aorowttiandprdoraaa, are brought to you 
at th# right plae* 4nd Wm*. In thf right qUahtltlaa.' ' 
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Jii 'MMI -iHWilidF. 
of penMu javolved fat v»iy 
owc^y in om of Buddhiats. 
Mowivor, talc^ t^gtilior Christiana 
and Buddhisis show an tnonease hf 
paly 27.9 per cent. Considering 
poauble ' ander-enomeration of the 
peo^e these ccmimunities in the 
previous censust this rate of growth 
cannot be taken as abnormal, Hiere 
is, therefore, very little chance of 
new settlers belon^ng to these com* 
muhities having come to Assam 
during 1951*61. 

The excess increase beyond 21.5 
pn cent in case of Hindus, Muslims, 
Sikhs and Jains cannot be explained 
as being due to conversion or under* 
miiuneration in the previous census; 
it can be considered only as net 
immigration from other plactM. 
The figures in Table 5 should 
be taken os the minimum, be* 
cause the assumed natural rate of 
increase at 21.5 per cent for 1951*61 
may be somewhat higher than the 
actual rate. The alMndia growth 
rate of 21.5 per cent is based on 
population growth as a result of 
both natural and unnatural (e g net 
immigration) causes. During 1959, 
the registered birth and death rates 
in Assam was 8 and 3.5 per thous* 
and, rcsp)ectively, compared to the 
alMndia rates of 23.0 and 9.9. (See 
“Statistical Abstract of India", 1961, 
p 592-93). This gives a rough sur¬ 
vival rate (or natural rate of in¬ 
crease) for a decade at 4.5 pier cent 
for Assam and 13.1 pier cent for all- 
India. Such ridiculously low birth 
and death rates for Assam which 
are lower than the rates in highly 
deveIop>ed countries like the United 
Kingdom cannot be relied upon. 
Nevertheless, it may still be argued 
that the birth rate in Assam is rela¬ 
tively low compared to many other 
P^arts of India due to the sraarer 
number of females (876 pjer 1,000 
males) and the higher age of marri¬ 
age both for males and females. 
There is, however, no reliable evid¬ 
ence to indicate that the incidence 
of disease (like malaria, cholera, 
amall jjox) is lower in Assam than 
in the rest of the country. 

Aa a large number of Sikhs and 
Jains come to Aaaam, leaving their 
wives and families in Uwir 
native state, the natural rate of in¬ 
crease for 'these two grouns would 
raudi lower. We would, there¬ 
fore, suggest the following as the 




»’* mte* '9f fneraans $at 

f dUienttit; oonmmnitiea: HinmiB 
, per cent, Muslims 17^ per cent, 
- Sikhs 10 per omt, Jains 10 per 
I pent, Buddhists and others 27^ pwr 
: cent. This would give the figures 
; of net immigration of these com¬ 
munities as shown in Table 6. 

’ Thus it would sppxmr that ne«rly 
* 14 lakh piersons have come to 

I Assam after 1951 fnan other 
places. Assuming that all the 
imnoigrant Sikhs, Jains and Qiris- 
' tians and about 135,000 Hindus as 
/ coming from othe^ pmrts of India, 

I the total of immigrants from itther 
, States of India would be nearly 
t 150,000. Most of such immigrants 
' will reside in urban areas. Ibete 
was an increase of nearly 5 lakhs 
in the urban population of the 
State between 1951 and 1961. If 
an increase of about 2 lakhs is con¬ 
sidered to be “normal", the remain¬ 
ing 3 lakhs would be immigrants 
into the urban areas. 

There is little possibility of 
‘ Muslims from other States of India 
: coming to Assam. Thus it would 
appx»r that nearly 8.3 lakh 
(969,000 less 136,000) Hindu m- 
fugees and 4.2 lakhs of Muslim 
' immigrants have come to Assam 
from East Pakistan since 1951. Hie 
low growth rate of population in 
some border districts of East Ben¬ 
gal compared to the growth rate in 
West Bengal or Assam also suggest 
such an outfiow from East Pakistan. 
The total number of Hindu refugees 
from East Bengal in India was 
officially estimated at nearly 41 




MN ill' 1961. 'Of 

’per cent must fabiw cMiw to lh<li4, 
after 1951. Henco ouf figUw Pf 
Hindu refugees in Amm at &2 
lakhs cannot be taken os an tmte* 
estimation. Similariy the figuM 
of 4.2 lakhs of Muslim immigrants 
from East Bengal cannot be con¬ 
sidered too high. In fact, if some 
Pakistani nationals did not report 
to the Census authorities in 1961 
due to the agitation at that time 
^afaist Pakistani infiltrators in 
Culiar and other districts, tibe 
number of immigrants under this 
category would appear to be higher 
still. Similarly, if it is true, as 
Pakistan alleges, that many Indian 
Muslims who were enumerated In 
the 1951 census in India left In^ 
for Pakistan after 1951, the number 
of new infiltrators would be Iiigfa^ 
still. The figurea of Pakistani Mus^ 
lim infiltrators into Assam since 
1951 can be reasmahly put between 
4 and lakhs. 

Hindu refugees would generally 
prefer to settle down in or around 
the urban areas. Some of them 
would, however, be compelled to go 
to rural areas. Taking the number 
of Hindu refugees residing in and 
around the urban areas at 2.5 lakhs, 
it may be estimated that about 6 
lakh Hindu refugees have gone to 
the rural areas. Most of toe Mus¬ 
lim immigrants from East Pedtistan 
would, however, prefer settlement 
in rural areas. If it were possible 
to compare by religion and by 
language the peculation from 
village to village as revealed by tiie 


Table 5i 'Abnormal' Growth in PopuUlion of Certain Communities, 19S1-61 

(Fxgurtt in thousands) 


Hindus 

78,84 9 

less 

71,51.6 

=r 

7,33.3 

Muslims 

27,65.5 

less 

24,25.0 

=: 

3,40 5 

Sikhs 

9.7 

less 

4.7 

sr 

5.0 

Jains 

9.5 

less 

5 1 


4.4 

TOTAL 





10,83.2 


Table 6t Immigraiion into Assam 

(Figurts in thousands) 



Increase m Popu¬ 
lation between 
1951 and 1961 

Less 

Increase Accord¬ 
ing to above 
Calculation 

Net Immi¬ 
gration 

Hindus 

19,96 8 

less 

10,30.0 

9,66.8 

Muslims 

7,69.6 

lets 

3,49.3 

4,20.3 

Sikhs 

5.8 

ie« 

0.4 

5.4 

Jams 

5.3 

kit 

0.4 

4.9 

Christians, Buddhists & others 2.62.6 

lest 

2,38.7 

3.9 

TOTAL 

30,42.1 


16,38.8 

14,03.3 


1831 
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IpW^ont ifapm «u?o4fi 
mn4 WPW* State. Ordinw^ii 
^ iajjnigration. might mpm 
jpeeuEar becau*® the general .{end* 
«jcy it to. migrate fram rnral to 
utbfiD. in 86arch of jobs < ttfid 

liveliboodt But in Assam as _a 
larap number of persons wiUi agrj' 
tisltural and rural ' badtgrouaaa- 
ba^ ,cOnie from outside the l^te, 

" pandcularly Eiast Bengal, the rural 
tiau 'have had to accommodate ihb 
neircomeis. Further, because of 
the slow pace of industrialisatibn 
and urbanisation in Assam, wbm 
Wily 7J5 per cent of the population 
were in tl» urban, areas in 1961, 
the pressure of inunigration will 
naturally be keenly felt by the 
rural areas. 

Tile AgrO'Econofljic Research 
Centte for No|th-East India collect. 
ed some data on immigrants in the 
course of a village survey. The data 
for two villages are presented here. 
Tables 7 and 8 show the imnjigra- 
’ Bon into village X and Y, resMC- 
lively, in different years since 1W7. 
/ vai^ X is in the Nowgong dis¬ 
trict, near the district headquarters 
.Nowgong has been the main Centre 
of attraaion for both Hindu refu- 

S M and Muslim immigrants of 
St Behga] during the last half a 
' Century. The Muslim immigrants 
'Have also settled in the Goalpara 
district, Bar^ieta sub division of the 
yamm p dietrict and the Mangaldai 
, sub’division of Darrang district. In 
recent years the tempo of such im- 
migration has increased also in the 
Toapur sub-division of Darrang 
district and the North Lakhimpur 
eidb-division of the Lakhimpur dis* 

■ figjcfc Hindu refugees from East 
♦ " HummI have ^tled dovfn mainly 
ih'^char district and near the 
4 libaii centres of all tHe plains dis* 
Ulcts. and also «t. Shillong in the 
Kliasi Hills. Village X indicates 
diS Immigration of Hindu refugees. 
Village T is in the North Lakhim- 
, xpur sub-division, In a somewhat 
tocoesaible area .which was conne- 
1 cted with the sub-divisional h^d- 
,, otoartet only, in recent ye“« 

. 'iJwe opening of a road to NEr A. 

' Tlti# villaae indicates, the settle* 
itWRt of Muslim immigrant and 
, labour familiee and Nepalis. 

■ A w««d of caution is noo^ry- 
two villages were deliberately 

' y 
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Yean of Aantaneat 
in the V»i«e- 


Kteda 


Bsnaali 




... - 
. 


(1) 

m 

(5) 
(4) 
.C5) 

(6) 

(9) 

( 10 ) 
( 11 ) 


21 

(1«9) 


<3riginal SetOeai 
BefoM 1947 
Between 1947 and tfSl^ 
Betweea 1992 aod 1734 

1956 (after Itt-pobH Survey) 

1957 
195B 

im 


1960 

1961 

1962 


TOTAL 


2 

(U) 


23 

(177) 


7 

(3«) 

33 

(234) 

32 

fl98) 

It 

im 

15 

(9«) 

16 
(190)' 

to 

(60) 

10 

(67) 

2S 

fllO) 

4 

(15) 

162 

( 1010 ) 


31 . 
(SSO) 

4 

(26) 

3 ■ 

(43) 

2 

fl<) 

3 : 

(14) 

•2 

m 

ti 

(•») 

6 

(40) 

3 

(H) 

3 

(18) 

92 

(592) 


2 

m 


«o 

’ 


2 

( 8 ) 


m 

if 

(334) 

. !♦ 
(«> 

flii) 

ta 

(fOB) 

'« 

(119)' 

18 

{127> 

26 

fl21) 

9 

(33) 

279 

(1797) 


TaUe a > Villane Y, North Lakhimpur, AsMm 

DiftrilnitioB of IramianiBt HoosehoUi Aecordiiic lo Connnmitjr aiM| 
Year of Immlantioii 

Year of Investigation ; 1963 

(HotuitvU and Papuiatwit figures refer ta the year of the Survey) 


Ex*Tea garden Labour 



(1) Original Settleis 2 

. . * (12) 

(2) Beloie 1947 


(3) Between 
1947 and 


61 


(4) ' 

(5) 

( 6 ) ' 
(7) 
.( 8 ) 
(»> 


Between 
1952 and 33 

1957 

1968 

1939 

1960 

1961 


TOTAL 


2 

( 11 ) 

1 

(4) 


1 

(4) 


1 

(3) 


7 

(94) 


5- 

(18) 


1 

( 6 ) 


9 

(51) 


1 

(5) 


(2) 


1 

(9) 


14 

(77) 


6 

(29) 

1 

( 6 ) 


6 

(27) 

(34) 

11 

(69) 

1 

(5) 
1 

( 6 ) 


(24) 


6 

(24) 


Ift 

(50) 


( 2 ) 


(+) 


1 

( 2 ) 


2 

( 11 ) 


1 

( 2 ) 

1 

(5J 

(llo), 


1 

(7) 


10 

(49) 


1 

(5) 


1 

(S) 


2 

( 12 ) 

38 

(195) 

(56) 

12 

(73) 

7 

.(34) 

3 

'(27) 

1 

(5) 

Z 

<;) 

(111 

a., 

twl) 


Note : flgurei in the bncketi Indicate nundter of paiao^ 

4 > 
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.JiMeRu^.tMWin^ 

t«‘ 

wdimg oneself as aM ieaiii^graat it 
1m aifficuir to IM Dvcmt 
anftwets from ^ responlfisii^'.: jlo 
'OOf pieetot etirvey dto ^piestiiM^ 
die, year of imtoigratioB to a* ' 
tillage was asked very casually 
among many other questions witm 
oiit jdacing any stress on it, More* 
over, our mvestigators had stayed 
in the village for* two to threO 
flumths and hence a friendly rela* 
J^d developed between the 
#1a|eft and our investigators. 

In vDlile X, out of 279 house¬ 
hold in 1962, only *11 or only 28.0 
tor cent were in the village nefore 
1^7, Compared to this, in village 
T out of 72 heueeholds in 1963, 
40 houaeholda or nearly S6 per 
cent were in the village from pre*- 
independence days. 

Pram 1947 to 19S& i e duri^ 
9 years, the 76 households imm^j^ 
rated into village X and 19 houae* 
holds into village Y. This gives an 
annual rate of 9.4 households Ibr 
village X and 2.1 houKholds for 
village Y. Compared to total num¬ 
ber of households in each of these 
two villages, the rate of inflow is 
almost similar. The pace of im¬ 
migration has remained almost 
flonatant in village Y even after 
ires, while it has increased con- 
i^rably in village X. From 1956 
to 1961, 113 households came to 
‘dl* village X, giving an annual in- 
Sow of 19 households in these 6 
yeiKra. 

The conunttnity-wise break-down 
Sirttt show that out trf 162 Bengali 
housefaotdit iti /vUiage X, 
erdy i h^s^lds weto in the 
village prior to independence. Tlw 
inflow of Hindu refugees was consi¬ 
derable upto 1961. ;In 1961 it Was 
more than doubled. This might be 
due to the lanB;ugge disturbance to 
i960, which' led many Bengali 
Hindu households to flee to areto 
where there were already .a conri- 
deieble numbr of familim of th^r 
own coi^unity. There la Pfitu- 
cSMy po tallow of Hindu tefug» 


fMiidy in the ' 
inumgrant' 

.. :‘l«^«)si||eiaa'1h» viHage-X,- 

ptto Wtoe ^ ibe e^lnge in pie- 
tarimMttotonce data, tp village Y, 
liif tatt ,34 Mitihm immigraitt 
hotoilltoyi, «tdT 14 heipn'ged to the 
vSH^'ha fseand^endeDce days. 
it to totositathw to note that the in- 
flofr cl lliiia}» tountorafnu into 
‘ba(^ the Min continues. 

the flima fat Assamese Hmdua 
me teawling. ttotoy to practically 
no new AasatniW Hindu settlement, 
in village X. This be due to 
^ piedquunantly immigrant cha- 
rataer of this village. In village Y, 
out of 7 Aotamese Hindu house¬ 
holds 3 came to the village after 
1951. In this villain almost all 
the ex-tea garden households and 
60 per cent of the Nq>ali house¬ 
holds belonged to pte'1947 daye. 
In both villages, the number of 
households who have left the vill¬ 
age prior to the ymr of the survey 
to not known. It may be tnte that 
some of the pre-1947 households, 
wldch will be mainly Assamese 
Hindu or ex-Tea pii^n labour, 
have left the village due to pres¬ 
sure from immigrants and have 
now settled down elsewhere. Ques- 
tiona wire asked to find out the 
ptoom from where the immigrantt 





gita the'' iitoritotitoi,,' 
eoltedtoh ; • ' || 

As'Mated'aboi^ due to'the'ptdi-' 
tical oonsideratiom involved the to- . VM 
formation giveh in Tables 9 and 16 
may not he aqcartoe. .Nevertheltoa, . ^ ‘ij;] 
it is reveoiing that g large nomber A,Hj 
of the householcls come from dis-- 
trims ether than the district to 
ttoi vUIgge is sltiptted. Most 
of Um Muslim irnmigtfants in vill- ^ 
age Y stated that they ‘ had come * 
from Howgong #)txtoi; although it '<1 
to not poaaible to verify' this.. MoM - f’ 
hi the Hindu immigiwcite stated - 
that tbw had cmne from East Pak- . > 
istan. . out |ust as &e Muslim im* ^ 
migrants ihay state untnithfidly 
that they were from other parts in . 
India,.Hindu immigrants Wy be - ' ^J 
tempted to say that they .were from , § 
East Pakistan. • 


The foregoing discussion shoito 
that the Urge inflow of population , / ’ 
into Assam from other parte 
India and from East Pakistan stiH 
continues. The pressure of this «H ' 
flow hns bepn keenly felr itf tbo 
rural areas of the State. 9Pe li{av» 
not considered the advantages of 
disadvantages to Assam from tisla 
inflow of persons. The politi^h 
economio and sociological quQDtioPS 
raised would need separate const- 
deration. 


^ Ilf 


'• 7 > 

,'’U 

- « 


Table 9,1 Piaee* from Where the Immixrant Households Have .C^aie to’ 

VilUxe X 


Places fmn Wiere Emigrated 

Aitamese 

Hindu 

Bengali 

Hindu 

Muslim 

Others 

Within the district 

2 

20 

41 


Within the State 

— 

1 

— 


From different States ef India 

— 

98 , 

— 

2 

From East Pakistan 

— 

43 

— ' 

' 

TOTAL 

2 

162 

41 

2 


Notes; (1) N'o infeimalion could be gathered about 51 Muslim househ^dc 

(2) 21 erigiiwl households are excluded. ‘ ‘ ‘ 

(3) One Assaihefe household has cmigTated. r 

’ / t 

Table 10 i Places from Where the Immigrant Households Have Cotte to 

niUge Y 


j’i 


'M 

f' 

*' f4 


'i 


Places from Ex-Tea Garden Labourenr Assamese Muslim Nepali Bengali Hindu- 

Where Emigrated Unng Mun4a Gout st^ 

Withht the Dlsttict 

io 

6 

s 

5 

12 

4 

— 1 

Within the State 

— 

-r- 

— 


.21 

6 


Prppi Other States 


~ 

— 

— 


— 

1 1 

totai. 

10 

ft 

9 

5 

. 33 

10 

1 '2 
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trust 

only 

genuine 

spare 

parts 


No problems • No worries 

Problems always arise if you neglect 
your Jeep. It works hard and long for 
you and may at times need certain 
replacements. Factory approved 
spare parts guarantee a new life and 
maintain the excellent performance 
with minimum upkeep. Rely with 
confidence on genuine spare parts 
—only with them 

will you get complete satisfaction. 
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MAHINnilA A MAHINDRA LTD. 

Bombay * New Delhi • Calcutta * Madraa 

4u(A«riaMl dealert 

AUTOMOTIVE MANUKAUrURERS PVT, LTD.. 8eeuodenib«l • BHOPAL MOTORS PAT. LTI>..Bhqpiil • CAMA MOTORS PVT. LTO., Ahnudabad • 
CENTRAL AUTOMOBILES, Raipur (M.P.) • OABAPATI GARAOB UW) VHajBMada ■ OHATAGE ft FATIU Kolhapur > HIRAKUO AUTOMOBILES. 
Saiubalpor (Blanch: RourkeU) • WPlA OARAGE, Baiualera • INDIA OAIUOE, Madraa • MDWET TRADING CO., Part Blair (Aiuknwn ft Mjaobar 
blanaa) < JAMMU ft KASHMIR MOTOR OOBP.,JaniinuTBwi (Kaabinir State) • LAWLY SEN ft CO., Patna > METRO MOTORS, Bombay • METRO 
MOTORS (KATHIAIVAR) PVT. LTD., Ralkot • NARAIN AUTOMOBILES, Luoknov • NABBBERAH ft CO PVT. LTD., Jamhedpur • PATNAIK 
ft CO.. PVT LTD .Cuttack • PROVINCIAL AUTOMOBILE CO.. PVT, LTD.. Nagpur • RANCHI BROS., (INDORE) PVT. LTD., (bidora • SANORI 
MOTCHtS. New Delhi (Branch. Chandigarh) • SILVER JUBILEE MOTORS PVtTlTO . Poona • T V. 8UNDRAM IYENGAR ft SONS PVT. LTOa 
ItadiiMi . TASHI COMMERCIAL OORMRATION. PhuntaoUng (Bhutan) • TENZING ft TENZING. Sikkim • UNITED MOTORS OP BAJA|TttAlC 
Jaipur • VIBBNOO V kamaT TAROAR. CMsde Da Qua, Ooa > WALFORD TRANSPORT LTD,. Calcutta (BnitohM: Oibnifaift ft WifWO 

BUY t^ATIONAL DEFENCE CERTIFICATES 
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Payments 


BQijMidrai 

' T^ outflow of huf^-term capitai from the V S, both on private and Government accounts, has a 

4oui4e ftmelion, First, it is a, ebunterpart to the surplus on the current balance and, second, it relieves the 
shortage of interinationai Uquidky^ the V $ dollar being the major of the two icey currencies for world trade. 

An amalym of the cortiponents of the dtttfhw of long-term capital from the 1/ S indicates that the 
net oiaf&m is not salient to adequately fulfil the former function; and, in Order to fulfil the latter func¬ 
tion, V S deficits would have to be substantially larger than ai present. 

Table 1; AiMlyeii of U S Balance of PaymenU, ExclndinK Military Grant Aid 

(Afttfioa doUara) _ _ > 

, Calendar Years 


1060 


1061 


196Z 


106S 
I qrf 


JN studyitig a country’s balance of 
payments, jt has become the prac* 
tice to focus attention on the baste / 
balance, espedafly so in respect of 
a country adhering to Article Vlll 
of the International Monetary 
Fund’s Articles of Agreement—that 
is, a country which permits unrest¬ 
ricted convertibility of its currency 
for financing current international 
transactions. The United States is 
one of 24 such countries. Moreover, 
the United States, along widi ten 
other of these 24 countries, has 

f ;o'ne a step further in permitting 
ree movements of banking funds. 
In the case of these countries, there¬ 
fore, for judging their balance of 
payments health, one must refer to 
the baric balance The baric balance 
covers all payments arising from 
current international transactions 
and from long-term capital transac¬ 
tions. international transfers of 
short-term capital arc left out of 
the basic balance of payments picture 
because these are enatic and tend 
only to vitiate the real balance. Ta¬ 
ble 1 presents a re-grouping* of the 
items in U S balance of payments. 
The financing items are shown se¬ 
parately in Table 2 

Table 1 e.stimates the foreign ex¬ 
change pressures resulting from U S 
international transactions. Table 2 
describes the measures adopted by the 
U S to absorb these pressures. Since 
the re.al adjustment of tlie balance 
of payments is achieved through 
correcting the basic balance (Group 
1 in Table 1), this paper examinoa 
the items therein with a view to 

* The exclusion of Group J, “Capi¬ 
tal, private short-term”, does not 
alone exactly yield the basic 
balance of payment* figure, for 
Group H, "Errors and Unrecorded 
Transactions”, contains a substo- 
tial element of short-term capital 
flows. That is why the “errors and 
omissions** item is not included in 
the current balance, unlike the 
usual practice; the capital element 
predominates in its fluctuation*. 


A- Merehandlee, nasi-iniUury 
Exports 
Imports 
Balance 

B. Military transaclioiis 

Sales 

Expenditures 

Balance 

C. Income transfers 

Income on investments. Private 
Government 

Remittances and pension* 

Balance 

D. Other services 
Sale* 

Purchase 

Balance 

E. Current Balance of Payments 
(A through D) 

F. Capital, private long-term 

U S capital 
of which. 

Direct investment* 

Long-teim portioho 
Foreign capital 
of which. 

Direct investment* 

Other long-term 
Balance 

C. Capital, Government 

Grants and capital outflows 
of which 

transactions involving no 
immediate outflow 
und Dollar payments to foreign 
countries and international 
institutions 

Scheduled repayments on U S 
Govt loans 

Other U S Govt liabilities 
Noil-scheduled receipts on Govi 
loans 

U S Govt non-marfcetable medium- 
term non-convertible securitie* 
Balance 

H. Errors and Unrecorded Tran¬ 
sactions 

I. Basic Balance of Payment* 

(E through H) 

J. Capital, private short-term 

U S capital 

U S commercial and brokerage 
Balance 

K. Balance of Payment* (I-i-J) 


1946C 

19913 

20479 

4998 

- 1472C 

—14497 

—16145 

-3985 

47Sf 

5416 

4884 

lOU 

3sr 

402 

660 

183 

—304r 

—2934 

—3028 

—741 

— 2718 

—2532 

—2368 

—698 

2873 

3464 

3850 

1005 

340 

380 

472 

118 

-672 

—706 

—736 

—217 

2660 

3189 

3586 

906 

3966 

4152 

4329 

1082 

-543^ 

-5436 

—5791 

—1447 

—1476 

—1284 

—1462 

—385 

3097 

4789 

4000 

976 

-2644 

-2609 

-2766 

-1013 

169^ 

- 1598 

—1657 

—566 

-860 

-1011 

—1209 

--457 

430 

466 

271 

28 

14) 

73 

132 

17 

286' 

393 

139 

11 

—2114 

—2148 

—2495 

—985 

-3406 

—4056 

-4281 

-1082 

2296 

- 2940 

3211 

- 866 

1107 

-1136 

-1070 

-226 

.686 

606 

617 

143 

26 

85 

614 

56 

46 

668 

666 

25 


— 

251 

63 

—2742 

—3697 

—2188 

—796 

—683 

—90S 

—1023 

—44 

—2448 

—i0«6 

—1568 

—848 

1348 

- 1541 

507 

56 

-90 

177 

—116 

—13 

—1486 

—1864 

—623 

42 

—3981 

—2870 

—2186 

"" '‘dOG 


* Including those financed by Go\-ernmeni grants and loans, these being 

Merchandise IBlfi 2237 234S BIS 

Services, other 298 430 539 160 

t Preliminaiy 

Souree: U S Department of Coinnieree. Sarwey of Current Munnetr, June 1963 
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^}"^!^;*la]m fjifr 
,' in toiieigtt'' -ifexcten'gp oiarfect$.' ' If 
, «uoh wtalaaess, tto' ^ 

aiiaes' if 'Ac U S basic fle* ’ 
.' i|r«. a nottnal feature of »i» 

' V»0SWa:|r' adjustment of vwrjd 
;' baliotoe of payments. . The aniwcr 
, ttis question is ‘yes' and So it 
r. may be argued that the U , S> 

‘.Cqv«ym»nt ought to allow sub- 
I .,’j st^aliy larger,deficits in America’s 
..basic b4la,nce of payments. This 


■,, argument assumes jraportaiwe in 
' Ae^context of discussion on shortage 
; of .international liquidity, since Ap 
" ,V S basic deficits' are a primary sou- 
’ tte of international liquidity. , 
Capital Outflow : 'l^e Key ' 
The'basic deficits in the U S bal- 
. ante • of payments • are determined 
largely by Ae capital account; by 
the net capital outflow exceeding the 
cBrrrent balance' of payments' sur- 
■* plus? Ais gap, but for a’Aprl-lived 
reduction in the fir.st half of 1961, 

' > hfls continued to widen. Let us, ihen> 

; discuss the capital account. The in- 
I fiow of capital to offset the large 
payments of capital b'V America, 
boA OB private and 'Government 
*'■ accounts, has been very thin. The 
' ‘Itapital inflow on Government account 
is from scheduled Abt repayments. 

, . hdvance inpayments/ and through 
persuading foreigners (a.s a balance 
^ ji Of payments support Avice) to hold 
' non-convertible U S seourilies. The 
;• sutdr'pubiiclscd weAness of the U b 
. , ^ligr on foreign exchanges has 
' been due entirely to the large out- 
. Ward flow of U S capital, equally 
1 '.heasiy boA on private and Covetn- 
y' accounts. In order to assess the 
* international position df the dollar, 
oqe must examine Ae nature of the 
capital outflows. - 

/' . %e "private capital outflow has 

f.. sfaown stehdy rise boA iii the form 
,'i_df defect investments as well as port- 
w' folio capital, No doubt this rs a drag 
..At Ae -basic balance of payments in 
i'l ,^«tiict accounting sense. Nonethe, 
Jms, Ae current baknee df payments 
muA as a resuh of the out- 
“flow 6f private capital j see the yearly 
fke in meotne from private invest- 
. ttnents from $ 350 million in J960 to 
abtfut $470 million* in 1962-703. 
/ ' (Group C). Although Aere may be 
o* fouA to'be-said about Ae direction* 

'; qf Aft private capital bulfiow, yet a 
f'J i** steady upward trend would 

■r Ifo ittiAinkable, partitularly to Ae 
;|j’Vj^:S'9tiAorities. < , 

V. 


Aa|t ^, 

An examlna|$6n 

however, Aflf Gowro-, 

rbent capitsd outflow is iabt ;a p»!p:' 
menits burden aH audhj it* myss qOt . 
.ciftafo an - exebae^ '' pivabl^,,, 
Between two-Aird» . A* . 
fourAs of Ae ouAow (Group G, 
Item i(a)) » suA as does not lead . 
to an, umnedlato j^yment* burden, ‘ 
.being export finance or loan? jied to 
Ae source b{'aqpply..^Corresponding- 
]y, more Aan lone-tenA df Aitierit^n 
exports of goods and services was 
financed Arough Government grants 
and loans (J»e Not* to Table -1).' 
■I.est the balance of ^yinents statis¬ 
tics should unduly mcqgtiify A^ de-, 
ficit in basic buonce, o«e ‘may 
question the Validity of.entering this 
entire item, here, particdlarly When 
these dAit entries do not signify 
an “immediafe ouAow”. At Ae 
most, export finance -figunea could _ 
be entered here. ^ 

The other item accounting for 
Government capital outlow is dollar 
payments to foreign countries and 
international insUtutions (Group G, 
Item i(b )}, This outflow should have 
a bearing on A® basic payments ba- 


'ujinitfoA'' w "Ae* 'uu^ 

-fobfo wibl 'it' 'po«ljhI<< At --fllNeae,': -' 


aa, Aefo' i^r VW*' 'W#' ' 

.shoft-terA eunency. iiif to ..Ao* 
Caiwdfoo dolfor, -me^ irtqly #>,to ' 

Aow Ae'inteimtfonBl, ' 

Ae doHay; A«'increase ,jn Ae.'baidc^ 
deficit is no.t.qoncluaive iji Aattose. 

"Caie ter Bigger DefiriSat , 

To- sum up,. Ae Outflow of U § " 
capital boA on, private and Gov- 
eminent accounts, is doubly equilto- 
riating: firstly, it is an ftssebtial - 
cou'nterpart of Ae U.S current 
balance of payments surpluses 
(Group E); and, secondly, it re-' 
lieves the Aortage of internatfotisT' 
finanA overseas, 1/ S Dollar being 
the majoB of the two key currtn^ 
cies for •world trade. An examing- 
tien of the several components of , 

U S capital . ouAow fisted in Ae 
balance of payments statistics pub- 


Tablr 2 1 FinanrlnK of the US Balance'of Payment* 

(Million dollars) _ / 

— . I II —— ^ ■ -I I. ■ I — ■■—....... " . - 

, Calendar Year t 

imi ~mi inea ims 

I qrt 

1. Sale* of noR'inarketable medium- 

term convertible securities > ggg 

(a) Dollar securities - __ 126 

(b) Foreign curtency securities ' — —r 256 

2. Increase in short-term oflicial , , 

and boitking liaiKlilles and in 

foreign holdings of market, 

able U S Govi bonds and notes 14.S^ 1784 868 2 g 7 

’ (pecrease —) ' 

(a) Foreign privsfte hddCn in- 

cluciing' banks and interna- - , ’ ■ 

tiona) and regional br^uitsa- ' - 

tions (exclnflutg IMF) 28V 1083 200 3W k 

(b) Foreign official holders 114D 881 483 —j# * 

3. ■ Oeeraase in U S monetary 

reserve assets 244? 808 Iggg 32 

(increase'—) , , , 

' posaion . 741 —f36 j828 —48’ 

’ ^ (b)' OdnvertiWe fcurrendps — — ii$ 17 ' m 

. (lp« +) 1702 to? 380 —11 

4. Total financing 8881 *87® zwt fl«»t 

' ' - ^ ..1 . . .-II . a..,,, 

* E«|udlitg ^nal idjuttmeias (~137). the balance of paymAw iteficit Is 
Teouced w ©w, - , i •> , * 

+ Preiiimiiaiy - - ■ . . , ', ■' , • , 

Sourer-. thS tfopartmeniiV C<wnm*t<», Survey of prttttnt Bminen, Jh»«T963. 


, jin' Jar4er to 
Stotenf • intoiiM^itHi^l ‘ 


'',T:V'' V'' 


'W'ptvfMot. ’ to t*y, 

ckft be tofbkvbd ii tjwo wa^v 
b^ ndtu^sg toe <lie£cb. m tbe 
-capiw>< aceouflti aA4' leoortfflu, 


', cctontrliee. Tito. T^iiiqii}|j' itonit ^<of '•*' 
the 'U S' bn&nvce-'ojf twyiaents .tihd' 'J 
Table If to be bussed septb ' \ 
raWy. - ■ . ' ’ .•'4' 


lie^ttlatioa of Corporate Affaii^s 


Department of Company Law 
,* Adbunistration .was organked 
fwTO scratch, in 1955 to "^rwm' 
^ita cetotoiise ^ administration of 
itoin{»Qy law which was' codified 
and 'radically changed in the sac* 
oeeclinK 1* became a full- 

J^ed ' Department within th«" 
', riiuti^ Ministry tod • nejf 

Companies Ant came into force in 
, April lasts'. A little- more A 
year" later, the then Finance Minh. 
Ster, Shri T' .T Krishnamachart. 
thought that he could do iriritijout 
»thin Department and handed it over . 
all of a eudden ' one fine morning 
without ceremony to the Miniatry of 
Commerce and' Industry, where i^t 
remained under the direct charge 
of the C, and 1 Mhrisicr till the abo¬ 
lition of that Ministry. It was then 
attached to the residuary Ministry 
of Industry. From therei last week, 
it Was suddenly hitched back,, minus 
' its full departmental status and .its 
Secretary, Into the Finance' Ministry, 
and made a division of the Depart¬ 
ment of Revenue. 

Coordination Cnlikelr 

Such transfers are, of course, a 
matter of-administrative convenience. 
But, the suddenness with which the 
latest shift has been effected is, 

- nevertheless, a matter of public ton- 
cem. For.the time being,' at any rate, 
the administration of company law 
. has been left without aby lop execu¬ 
tive direction, unless the busy Mmi- 
’ster of Fuiance himself choos«* ’’t® 
take time off to look after it. Hie 
IWenpe .Secretariat has its hands full 
with the oolleotion of taxes and the 
Central Board of Revenne'is itself 
in the process of reorganisation. 
There is little in common between 
Revenue and Company Law, exc^ 
that a large part of most Centrtfii 
taxes, ate- o^lected from joint stock 
- companies,. in varkms forma. -This 
element Jis,-m any wept, commop 
ground h^y all. the 

noittic-wings of'GovWnhient, 


.it IB( Hasari v 

4. V 

The present writer was among, the 
. first non-iofficials to plead for a more' 
effective coordination of. the .admi- 
-nistration of ccnppainy law with 
Various oth^r. ageafoies’ of Govern- 
■ msbt' dealing . With the corporate 
sector, edp^ially those for industrial 
licensing, camtal . issues, stock fix- 
change tognlotion and .tax coHee- 
tiop. The erstwhile Department had 
repeatedly stressed the need for 
auch coordination in its annual re¬ 
ports and occastonal notes, What 
has been done now, however, appears 
to serve neither the objectives nor 
the mechanism' of the’ desired coordi¬ 
nation. The objectives cgn be ful¬ 
filled only when the development 
and regulatory policies of Goyem- 
ment are clarified and more harmb- 
nidus relation^ ate established bet- 
, the economic Ministries. 

So iat’ as the melanism goes, 
Economic Affairs rather than Reve¬ 
nue would be the more suitable 
agency for tximpauy law administra¬ 
tion. It is the many-i^ilendoured 
Economic Affairs which regulates 
capital issues, stock exchanges, L I C 
and the financial Corporations and 
it is Economic Affairs which is .sup*, 
posed to'give a positive direction to 
financial activities. The administ¬ 
ration of company law is, similarly, 
a regulatory, 'permissive .and adVi- 
sory activity; inspection md investi¬ 
gation of companies are important 
but secondary to its ivorking: The 
Central Board -of Revenue, together 
with its subsidiary offices, is, on the 
other hahd, a tax-collecting, pena- 
' Using .and qi^si-judicial authority. 
It is true that both Revenue and 
Economic Affairs Arc under the same 
'Ministry but , as the public and 
officials are aware, protocol between 
departradnts is almost os tiresome 
ah bcitween- ministries. 

- .. Company law Set-Dp 

What about the future? 

Hie •Department of Company Law, 
Affmlnialration was organised -in 
thr^ tiers t a-Registrar of Companies 


for each State and for Delhi, a' 
Regional Director (assisted by a • 
solicitor, an accounts officer and a - 
prosecutor) for. each of thp four ’ 

- rt^ohs, and a headqiiarteirs Under a ; 
Secretary ( assisted by a Joint SeejW'. *. 
tary) With g Comp|lny Law 'Advisot 7 
Commission to advke on certain,-- 
Bpecjfie matters. ' ‘ . 

The first tier is by now -fairly well 
■ orgaiti^d -aiid reasonably efficiypt,< • 
with the notable exception' of fffe 
office in Calcutta, Where something, 
has-been done-biit much more le^, ' 
mains to be done. . ‘ , 

At the headquarters, the Dbpari- 
ment was reasonably well orgattiaed- 
under the dominating person^to . 
the Secretary. The top officers,! how¬ 
ever, were spmewhat underemployed. , 
The middle grades were (as elise- ' 
where) short on initiative and wnse 
of direction, ’ long on memoVandai 
The Research and Statistics Division [ 
ndeded toning up while'the roembefis 
of the . Company , Law ' Advisory 
Commission,' set up to mollify Par¬ 
liament, had little prestigf and.leas 
work. Of the two non-statutory adi- 
visory commitioes, oply one, the; 
Technical Advisory Committee, did- 
useful work. The other, thp Research - 
Programmes Committee, met rarely 
and hardly justified the expenditure , 
fit public money and time. ' i 
Case for AutoiMiiiioas Board. 

The middle tier is .the weakest ’ 
link in the chain. The Regtohal 
Directors have the' rank of Deputy 
Secretaries and are on loan from- ei* ,; 
ther the Revenue Department or ths 
States. In spite of-Bwne idelegatioh 
of powers from headquarters, they 
have little to do beyond inapedting' 
the offices of Registrars. The 
nal Directorates were set up.origi-. 
nally to guide the Registrars , 
to assist and advise compahles. The 
need for this service has practically' 
disappesfred. Hie Directors.exisi only 
to lend their authority to tl^e adh 
vice tendered by their solicitore and 
' accQUnfs -ufficers. 






h'^., 

lig^'/Of‘pi!^ iwpOKtB t})at the fan-: 

Hinnttry contemplates the sH* 
ting of a Corporate Sector Board 
to har^e various company matlera. 
The Bhabha Conimittec had, in 
19S1, suggested the setting up of a 
statutory commission for this pur- 

S ose but (Government opted fpr a 
•partmcnt instead, on the ground 


law wea too cinaMr .' 
economic policy tp oe liititiMl 'omt 
to «n indepcoiwaf body, lids argu¬ 
ment was reiterated last year in 
Parliament, What preCisoly the Afin" 
istry proposes now is not clear as 
yet. There is, as experience shows, 
no materia] difierchce be^een a de>- 
partment and a separate board or 


' An'''' tsxacsnive / 

vested with Itill iMMVOrs aW tii ppM- 
)y advisory body attached ,th h 

partment. A half-Way authority 
merely multiplies the links hi the 
chain, rietays d^isioiis and spread ' 

uncertainty. 


One of the fastest growing 
general insurance companies in india 

MADRAS MOTOR & 
GENERAL INSURANCE 
COMPANY LIMITED 


FIRE 




1959 1960 1961 1962 


The stability of a nnaral insurance company depends 
upon the continued patronage of its clients. The ability 
to expand the field of activities and serve new clients 
sets the pace of Its growth. 

The swift and steady growth of Madras Motor & General 
Insurance ComMny limited indicates that it possesses 
both these qualities In ample measure. 
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Paid-up Capital 
Raiervas 
Inwrance Punib 
Total Atsats 
Gro9s Premluim 


Rupees in Lakhs 
30.0a 
23Jd 
36.2Z 
l3dJ8 
84.f9 



HADHAS MOTOR A GENERAL INSURANCE COMPANY LIMITED 

Regittered Office: 52 Peters Road. Royapettah. Madras-14. 

Post Box No. S71-Tetephone 865SI (3 lines) (Hembar of TVS Group) a 

Branches: Bangaiorc'Bombay-Cricutta-&imbatore*Madurai f 

Ncllore-Salem-^cunderabad-Tlruchlrapalli-Tlrunelveli-VcIlore s 

Vijayawada. $ub*brtnches: Oavangere-TrivandruiD«Visakhapatniin § 

London Agants: M/S. MUIR EEODAl SODA E CO. LTD.. 39 GrieechurcH Street. Londo)T.E.C.3 
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ket., ‘ Fqr, the political uncertainty 
apart, the sharp Setback hi equity 
prices from tiw 1%2. hi^ levels 
reflected in riq small' measure the 
slackness in the economy snd the 
squeeze, on corporate . profits and 
dividends., 'The corporate news is 
still of a mixed nature but thp mAr- 
ket psychology has dumged and the 
magic of Ructuatiora has already 
produced an impressive rise in 
equity prices. The major brend is 
no longer in doubt; The only quee- 
tien is. hoW R will progreM wew 
after 'week*, "nie market will have 
to undergo- technical adjustments 
froin aime to time lyhich'could‘be 
quite painful ..at times. When and 
bow exactly technical Adjustment 
might coma about u always 
cult to predict. 
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4M,i«}W^ra soM ahn^ iW 
: . W to the uic j^a 

1 Jite; W ioA chances o|f 'wflfjr 
husiness through the Stttte 
t^iUe Corporation hi the near 
, , rate4 high. Very 

ttaaittess was reported In grounc^t 
attractions. Ea^t Germany figured 
an a pirominent buyer and japan 
4lW> took fair quantities. The latest 
U K quotations for groundnut ex- 
trattions were placed around £ 35-lfi 
ton for November shipment, 
£ 35-15 for December, £ 35-5 foi- 
fanuary and £34-15 for Jan/Frf>/ 
March. Export business in ground¬ 
nut oil has become a virtual mono¬ 
poly of four leadhig vanaspati and 
soap manufacturers and this trend 
fs bound to persist so long as the 
mcentive consists mainly of copra 
and palm oil imports. Few shippers 
jmn pope to compete with the pro¬ 
minent soap manufacturers because 
the influence they have on the 
^Urse of copra and palm oil prices 
And on the premium that their im¬ 
port licences command. 

While business in linseed cake 
Continues to be restricted, the U K 
and thd Continent were reported to 
hove purchased sizeable quantities of 
decorticated cottonseed cake at 
£ 32^ per ton, November-December- 
-Jamiary shipment Export hous« 
.did not motion any business in 
^nseed ml and fre^ business in 
castor oil was also limited. The out¬ 
look for castor oil is considered to 
be quite promising though very 
few dippers expect revival of U S 
buying. Next to Brazil, India is the 
producer of castor oil. "nie 
US which had always been an im- 
Mrtant buyer of Indian castor oil 
oM taken very little oil from India 
in the past two years or so. Hie 
hns 6f the U S market at a time 
‘#hen the country is making a des¬ 
perate effort to earn foreign ex- 
i^bange anyhow te a matter of eeri¬ 
ly concern. Ihat the fall in US 
^-tdke has been virtually offset ^ 
ll^fpased buying by Communist 
Countries is poor ccuisolation. Hard* 
hoy worthwhile organised effort 
hda 'been made to exploit the ex¬ 
port potentialities of castor oil. And 
what is more, unlike other cniseeds, 
it is relatively easy to step up the 
|tit>duction Ol'-cMtoraoed, 

1 ^. 


.|^^CT0B!E9 ia -iSOBaiag' -to -ww '«*! 

Ifmt now «!rop JWprimilf 9*9 *fm 
restricted. . I^he ~tuop.:ii not, poca- 
(juiced by the, normal performsbee 
of cour*, for produotfoh is etiH 
fair_ slwrt of the f^aq target) btit 
it is late by about a month. Delay¬ 
ed arrivals have not caused any 
exdfoment in the market because od 
the satisfactory cari^ver from the 
previous season and reasonably large 
stocks with the mills. In uctol^r 
lest, most varieties of t^tton were 
quoted well above the ceiling be¬ 
cause of the record low carryover, 
but at present cotton prices are 
quoted about Rs 75 to Ifo 125 per 
candy below the ceiling. Mills are 
still inclined to keep off the market 
in the hope of obtaining their sup¬ 
plies more cheaply when the crop 
movement gets into swing. And wifo 
buyers reserved, spot cotton prices 
have continued to show a subdued 
tendency. Excepting C02, cotton 
prices were further down by about 
Rs 10 to Rs 15 per candy last week. 
After a brief show of strength 
cotton futures suffered a further 
setback but staged a moderate rally 
near the week-end. Hie March con¬ 
tract which had recovered from Rs 
702,50 to Rs 707.25 declined to a 
new low of Rs 692.50 but was up 
again at Rs 699.25 at the week-end. 
The week-end recovery was due 
both to short covering based on 
technical considerations and renew- 
nd bull support following reports 
that India was unlikely to get ad¬ 
ditional U S cotton under P L 480 
during the current year. Sentiment 
near the week-end was also influen¬ 
ced by New Delhi’s reported deci¬ 
sion permitting cotton textile mills 
to expand their spindleage and 
loomage. Increased spindleage im¬ 
plies larger consumption of cotton. 

It is difficult to say how the cotton 
market will behave in the near 
future. It is not merely that it is 
still not possible to assess die size 
of the crop. The Government’s pro¬ 
posal for creating a buffer stock 
has made the outlook very uncer- 
tafaik It is surpiriring that the Gov¬ 
ernment should be thinking very 
si^iously about building up $ buf¬ 
fer stock when dtmestic sillily has 
to be atiginented with imports in 
order to meet the iiidiMUy’ji tiom»l 


would parity^ hww 
b^mr'to 

ho’w host to ofop. 

tlon lnBteitd\Of,tdyfog''’i>li06ii;!'^"l4rt’' 
of a buffer sto^ H ft 
arrangeafont for 

plies of cotton from the |tJ;$ .towmi 
PL480. Export bustae^‘|t» 

Deshi is naeking very* efow 
The Japanese buyers eeefo th;'be Sti 
no grmt hurry to entor jfoto-larM 
commitments. Total sates, ttodn^ 
are estimated 4uround 65,000 bates. 


Shataii Afakaa^ 

Jj^ESPlTE an increase in sales from 
Rs 5.83 cTores to Rs 6.49 croras, 
Khatau Makanji Spg and 
Go’s net profit for the year 
ended June 30, 1963, after pro¬ 
viding for depreciation at Rs 19.5d 
lakhs, taxation at Rs 45,95 lakhs 
and Development rabate reserve at 
Rs 2.84 Isdths, amounted to only 
Rs 18.04 lakhs as against Rs 244>9 
lakhs in the previous year. Tlie 
Directors have transferred Rs 11.25 
lakhs to General Reserve and Rs 7 
lakhs to a Special Reserve under the 
provisions of the SET Act. The 
preference and ordinary dividends 
amounting to Rs 1.56 lakhs' and 
Rs 9.58 lakhs respectively have been 
paid from the General Reserve mid 
are the same as in the last year. 
But the rate of ordinary dividend is 
reduced from Rs to Rs 8 per 
share since the onRnary capital was 
doubled last year by the -issue of 
bonus shares. 

The Company has put into com¬ 
mission 3,0M additional spindles out 
of 13,241 for which it is licenced. 
Ex-mill selluig prices of yam for 
counts 408 and below have been 
enhanced from February 1963 white 
those for liiglier counts have been 
reduced. The Directors fear a sl»r- 
tage in the supply of long-staple 
cotton and hope that the (fothdritlto 
would make supplies avaRnhle* to 
those unite 'Whfeh heed it 'for ~'|Ik 
mnufoctore of superfine fabjrifi. 
'Hid Company fe mnung’* siiiffsfamry 
prt^reto' in ‘ ««p^.; ‘ ;*■' ’• 
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lp| 0 . Sitndty reoapts also shdw 
a» itatorovetnmt Irom Rs 29,000 to 
-ffe ITTSS, lakhs of which Rs 16.26 
'la^ iiaiv bc^ realised from dis¬ 
posal. M .surplus assets and proper- 
ti^ Aknough income from boat- 
bail^hg, and repair work hi Ran¬ 
goon diwlined, large* receipts from 
taa, ooffee, manufactured g^ds and 
dnuHa’ . and hiigh^ raiscellaneoua 
ktcome enabled the company to 
auhe good the setback of the pre* 
rious year. Gross prod|e have 
risen from Rs 142.59 lakhs to 
Rs 158.20 lakhs notwithstanding 
higher expenses on stores and spa¬ 
res, salaries and wages, transport, 
etc. Tax liability has gcme up 
from Rs 49.50 lakhs to Rs 60.60 
lakhs, but Rs 13.30 lakhs, represen¬ 
ting. tax on bonus issue, are met 
from (he General Reserve and the 
balance of Rs 47.30 lakhs is charged 
to the year’s profit. Net profit has 
also improved from Rs 51.58 lakhs 
to Rs 66.63 lakhs. Allocations 
include trBn.sfer to General Reserve 
Rs 21.50 lakhs (Rs 16.10 lakhs) 
and contribution to National De¬ 
fence Fund of Rs 4.95 lakhs. As 
against Rs 44.14 lakhs last year, 
the total dividend distribution this 
year amounts to Rs 53.50 lakhs at 
Rs 5 per fully-paid share and Rs 4 
per - partly-paid share, (including 
Rs 8.56 ItJchs as centenary dividend 
at 80 nP per share.) 

The Directors state tfiat the acti¬ 
vities of the Company’s Wallace 
Bay branch were adversely affected 
by bad weather which hampered 
forest working and impeded rafting 
aiid , shipping operations. Never¬ 
theless, production showed an in¬ 
crease and higher^ sales were re¬ 
corded. South Indian tea estat^ 
^ ti» Company showed higher 
pulput ai)4 gross revenue rttuim 
'1^,,. iWanAean, 'Tea Factory in 
' 31^0^^' Va» closed on May 31 last 
,V(ea):^,jmd'nioei of the tea stocks have 
heen- ecrtC Boat building Sjotivitiea 


it Bw 'Rangoon Dockyard were 
al«o closed ^mom the same lime. 

3,1^ prog^iese of the Conmany’s 
isdfxnte products plant in Btinna 
was disappointing in the . earlier 
mohffis but has shown improvement 
in ffre later months. The asbeetoe 
cement plant gave satisfactory re¬ 
sults, production and sales of asbes¬ 
tos cement expanding steadily. 
These two .ventures aa,ve increased 
the profitability of the Burma 
branch’s activitio. , 

Tanganyika’s tea production was 
substantially hi^ei during the year 
thou^ the estates are still being 
developed. Timber operations in 
North Borneo were affected by ad¬ 
verse weather -conditions. Thai 
Tapioca in which the Company has 
a holding interest has suffered losses, 
the production of starch having been 
affected considerably by the inade¬ 
quate supply of tapioca roots. Rub¬ 
ber production of the Company’s 
subsidiary at Java was lower and 
higher sales returns were offset by 
increased production costs. The 
Company’s new enterprise, Formica 
India, has made progress in its first 
stage of development, 

Mysore SpimiiDg 

J^prSORE Spg and Mfg Co’s gross 
profit for the year ended Feb¬ 
ruary 28, 1963 has come down from 
Rs 12.50 lakhs to Rs 9.09 lakhs and 
the net profit from Rs 4.32 lakhs to 
Rs 2.04 lakhs. The development 
rebate reserve has absorbed Rs 3.09 
lakhs as against Rs 1.12 lakhs in 
the previous year. On account of 
lower profit and higher provisitm 
for development rebate, the surplus 
has turned out to be inadequate for 
payment of dividend on equity 
shares. Preference dividend haa 
however, been recommended at 4J 
per cent. 

The Directors propose to issue 
bonus shares in the ratio of 1:8 by 
capralising the share premium ac¬ 
count balance (Rs 1.44 lakhs) and 
a portion of the General Reserve to 
the extent of R8.5.99 lakhs (out of 
a total reserve of Rs 30.40 lakhs) 
T%<sf Company’s object in making 
the'bonus issue to oring the equity 
Capital .of the Company which is 
tk>w Rs 59 lakhs ip line with die 


, 'Tito Company’s 

coMiderMdy • Ky atotorhl' iidiiliil:' 
ladtora sndb da di^ocatidn inVlli| 
Ope^tibn of the proobssiikg and 
udiw ntodbutefy ahd abctmtulijil^ 
ol ewA in process. Saiel dtpSpISd^ 
Brom Rb li>5 crone to Re 
croresl No pitmsion for tadattod' 
has hee,n made, Acre being ’fit); 
aseessable income after setting 
depreciation and developpienl re* 
bate. The. Compday ia availing .'Uf. 
a medium term loan of Rs 50 lakht 
from Ae State Bardc to meet a' part 
of the capital expenAture estimated 
at Rs 80 lakhs for expansion 
modernisatioin of Ae Mdlla • . , 

ffittdttstaii Bfaichiiie TodM 
'J'HE Third Plan descrAed miw Mi fr 
tools as a “field pf high prit^ 
rity’’, but cautiomd Aat “thcito 
physical limitations to a higg^ 
up of production (thdn that, env^ 
aged in Ae Plan) in Ais field afi^' 
ing from Ae large demand for 
nical labour and AC wide diverllliy 
in the categories of machine torf 
required’’. These fears seepi', 1^ 
have been borne out since it » advl 
conceded by Ae Covernlnent thi 
the production of maebine tools ih 
the last year of Ae Plan would faD 
short of the target of Rs 30 crOTes 
by at least Rs 5 crores. 

Of Ac target of Rs 30 crores, -^if 
share of Ae public sector was R| 
16 crores and that of Ae "pnva*# 
sector Rs 14 crores. Within • Aq 
public sector, Hindustan Machis# 
Tools’ share Was Re 10 crores and 
the rest wa.s divided among Pra|m 
Tools (Rs 2 crores) and the heavy 
machine tool plants at Ranch! fl» 
3 crores) and AmbemaA (Rs 1 
Crore). The private sector’s alloi- 
ment of Rs 14 crores was divided 
among some 55 private productowl 
It is now expected Aat Ae Combbiod 
output of the privaic sector and 
public sector, minus 'the HMT, wJtt 
not approaA even 50 pftr cent of 
their target of Rs 20 crores. HMT, 
On Ac Other hand, will exceed its 
target of Rs lO crores by 60 per 
Cent, producing machine tools Wdrth 
Rs 16 crores tn 1965-66, 

Obviously, Ais striking disparity 
between the performance of tffe HW 
and Ae oAer producers xxnnot be 
explained ciAer in terms of the rela- 
tiOfe qffioiency Of the 'pAHc anj prf 
Vato sMtoii, nor in terms of shortage 

m 
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,tiwl go-into production,, tax. Ust yearns Wfihwry ' dMdend 

•', ^t'^.,the Plan.- By. 1978^71 the arobunted^to He 16.68 lakhi at IS 
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ent of the tottl .liemand tor , We«t Ch»st K^er - ' working wMul from its MeA. ' 

‘ • ' I ‘ Coast PapCr Mills Eas liie. Accounts for theiyeatf il^w 

B»oda^Bay«n step^ up the «fnity dividend a lose of Rs 19.212 altisr. trfiiojfair;' 

la . n. r j *1 '1 Rs 8 to m 11 .per ,uiire for j^pig Re E,89< lolcbs to FjtjpgndRpw 

4 ^BgyOn Coipotations t^e year ended jMe 30, 1963, iM during Construction AcCounL - 

t profits haiing risen from Re total loss as at the e^*of ^ -taSr 


lyop- jdant at .Udhna now 


iinipj^ ptenf and tna^jW^ 0^," 
&ft''value of R8'J>l.lakl»''']ta^‘l(B^ 
ffcoeiyed iniJ 'fiuifcer IfcpntS* fEir 
the stoport of raw n»tei$|da litoie ' 
been implied for. The •. 

aviiiL 61 a loai) of Re 88 hnda* fnieP * 
1PC and furAer credit faeflfllBir' |w; 
working ct^tal fnan its hiMim. " 

llie. Accounts for thfrlyoa# iltow 
a loss of Rs 19,212 aftor. tTfnsfex;' 


to be Working eraoothly .wiith 92.27 lakhs to Rs 10957 lakhs and 
cap^ of 8 -tawr a ,|,e net frotto, Rs S»46 lakhs 


atooiinfs to Ra 32,1$5. 

: * Bindiutaa tevear, 


'4 • . ' . • J 1 W S'* ss%j» fieaMacw ai^e swwwsvr •■awsasr' ^ ' * ’ tr ^ 

hundred demor basis to Hs 39.74 lakhs. Ifbe Cow^any b«s 'BlndlUtaa Levor , » 

fU itisMled,* opacity o^ provided Re 1» lakhs for taxation 
tc^ Tile Company, has permission a^atogt nil last year. A part of the T?® d HindU^h Lever 

I tE-tott fiO iier cent of its outpgt in profits will be ex^pt from taxes, "*tvd announce^ their ckeiaioa to 
market and there fs ,tao -j^g dividend Will afatorh Ra P*y mterim dividend for 1963 at 

A,. jfiig# anttaol over fts -50 and 60 16.50'lakhft 12 lakhs) and iwe- P®*" ®*'“* I*® ' 

.dmiers ;p«>duo!tit«i. Kdrthel:, r Ae fg^nce Avidend Rs 7.02 iald». Pwv dividend is payable 6n Novwnher 
'A iSpotoO^ duction wak also higher at-^7.!2S2 to.’* Aosc Aarehblders whose 

ftgpef-to‘aiMfIn aii.,iitowf»e nj.jric tonnes cowpawd wtA SS5,7TI Register op Nov- 

' ; tons-.per^day iofAiic tonnes in Ab preview year, Oh‘Ai» bi8is,^even vqth 

i , 4»^ a„ b9ndre4 >detij^ dmsi»k .^These , *1^ Diwolote state Aai *e witlook ™ incide'tice, the Co«npatir js 
^ ;vl^^ haw reviyed-^ivity in &e the current year is encouraging. /JPP“* *““* 79"'® dJ^fjdynd 

* ^tfapanyX'^iiAros , lyhush have now ' of Rs 1,20 pgr smaw. 

;-■*'-^njowsd «P frani^a discount to'a pro- ^ . ' 

miufn.'MeantMe, the'^ -questian of * flaaewoM BeWgwwor. ^ ' lJlb^,,J«ariset-\;- 

/rayon'prtow is peMiag yitb-the 'hitnpvef of American Refrige-• , mt • , ‘ • .i X ' 

iX taaff Qotpmiaaijon. PsartMt cBlhuai'> rator fOr ik* year janded April . • , . Tnwma^ Wtmiti- 
i> d«n in Atoe tAgres-. -wwdd ' ^ow .l^.;idid not come uji toJatpect- THE ihterihafA caR hjoiAir ‘/ahi 
%tgely depfid on Ihe p^oapectsiw . atioaa "and 'ihas- loWer at''Rs'1^31 ^ ^ which wnMned if 

iS* Ifee cap^'y^XivMM*jg<ir^w6ft. , , lakM'WHWikted wiA 8s RS.98,Mhs tby; for. over 


j-i -carr^^y^^rivo^tjl^r^w^. „ia](l«''tto]a{iktt^ wiA 8aJ^S.^.|^s, 21..^%'. for „ bwf'. 
,li r ■ .-'•'■oalleM -wiidta/dlitriiac Ife-vto* aiMsjiili feAci-.doc ^to''|Bflbt !*,,&■ 


geadttoMf'.-eit*- UBM;%.Pa4 

1^4 X, ‘ t:Vit f',' V * f i,' 




,!<. % -aL. ■’^j. .it' .■ 



«^i»ea'‘ft«aia 'A 
A' -|HMlf''MW'>a(^l8'41 mtties 
•‘‘'‘Ir'^'^ S7 vm*>6 •«»'Ddiob^ 

iwM- '•mh' fa^ 'ItoVe 

of 

:, lieuika wm nd^jiigtiet oo 

" l^isiioe^^’Oc^w .18 titan in ptto- 
1?^ A^nSgatt) di^tta m 

'. ^ h*ui gone 'ii^ 'ly ohiy 

■ fr, •A'f^' CWre# over the previous 
: ^k' but bank cte^t, oh .&e other 
j band, had -expanded by % 48S 
• JTiiffdg; %ain,' whUd the st^duled 
iMuika bad withdrawn Rs 11.96 ero- 
. '' front - dieir balances ■ tritii the 

'Jroskeiye Saiik, they had augmented 
'^ir investments in securiti^ by Rs 
.10^64 ororcs/Thu? their net reaour- 
oes position- wis not more lujuid so 
. pa to . swell the supply of funds in 
' Jibe call loan market. , 

'' Seccfhd, the scheduled banks have 
diverted, their sutplus funds towards 
jkdvan<;eB jusd inveatnients in securi¬ 
ties which, as. noted above, have 
tnovad up by,more than tlm inflow- 
of funds. Ilte- diversion of funds 
. is also reflected in the larger sales 
of intermediate treasury hilts amo> 
jnnting to Rs 6.59 crores dpring 
October 23 to 26, compared with. 
•Rs 3.81 ' crores in the previous 
period and in the slight fall in dte 
discount ralo from 2.320 to 2.318 
per cent, on treasury bill tenders 
during this’week, * 

Third, the Calcutta dall loan mar¬ 
ket which -was, active at a higher. 


,, .1^.'iB#‘ 

Pfupt last fad h*a been very 
^ dura^ the currmd'weei^ 

a pn>Oeti0‘ .‘the^ooM :ntbn%'srata,-gpb>ff' fb, cbwfft. 
ft' Ddiob^ ff } per ccni._ j 
pniy 'haVe 

i fundi of Will Ihe denmhd' for' ihbrt-tenn 
•bighet on ***‘®®X pick W.^ and the mterob rate 
■n in prt- W.? Hardly ijbely, m the near 

ic^ite «s. .fuhue. it is to be cqniieded' that 
to by 'ohiy hank ceedit. which was at itsiowest 
I previous at.Ra 14SQ frnres on.Septemher 20* 
ttC other ** mqjaijding , eveiy week "and by 
Rs 48S ' October 18, aiad gohe^up by Rs 20;50 
aobednlf»l crores, althoi^ agegregate daposits 
11.96 ero- improwsd duiui^ die |)eriod 6nly 
Witii Ae ^ about Rs 86 'ciorcs. Biit at the. 
augmented further demand for ero¬ 

des by Rs dh is yet to pick up, the crop move- 
et rosour- wohts having juft commenced. It- 
liquid so ^dl be. some wofks before the tSm^ 
funds in demand catches up and makes its 
influence felt'dn the-money market. 

. . Further, the Rsteerve Bank has' 

I . On the 'eve, of tlte current busy 
in (vrilri. ^^^on announced - a Hberalisatiori 
- L . of credit policy with a view to 
k»’ir>flnw" **'*d>le die batiks to borrovl more 
rrf fun/la ovcrall cort. This 

..I** dpuhtlew a.^ to the iotumble' 
m| resources of the banks which arc 

» during ^*''***^y -Wrly comfortably off with 
red with. larger return 

nmi/iniiB , “ *UDds. ui the circumstanccs, 

ill in die ** would appear that the call loan 
to 2 318 he reasonably free from 

I tenders “od will be inclined to 

^ rule easy. 

oan roar- The Reserve Bank’s &atement for 
a higher, the week ended October 29, also re- 


tb«‘, ' 

Bank have gone np by Ri)^ ero. 
ros dhriiig the week anedunti^ fdiir ‘ 
mati. of dtd rise-in tbb tottx} ^dipoqjfsv 
' .of the Rank by Rs 37.59 crores and , 
thair borrowings' frou the . Ihfisil'e 
.Bank are down, thodgdi- marghid]^.' 
by Rs .Sb lakhs. . , * 

Thme is a contraction in No^ ih . 
Ciroulatioh by Rs ,9.^ Crorei' 
against -ap mcrease of Rs 4.2S mp. 
res in the provtous week: ‘Nbtro In , 
the Bmddng l^xrtittent have am 
come down by Rs 48l eroctC wi^ ' 
the result that the Note'festte 
has, contracted by Rs I4i77 nnifvs.- 
As a sequel, rupee seenrithn ih-dlrt. 

' Issue Depa^ent have been 
drawn to the extent of Rs Ifi'skortll. 
iDeposils of Central ^d' StSte-iGov. . 
enpnents have increain^ ,by •jd, .>xMt 
amiount of. .Rs 2.86 crores , while 
their borrowings stand' rodfliM ,< 
Rs 19.S3 crores. The redUCtl^. In . 
active notes, increase in depnsfts, of 
scheduled banks pnd fall in advan-' 
ces to epwernmenti, etc, have. foUWd 
reflection in a rise .of Rs 67i34 dk>. 
fes in the. Bank’s investments*-'For* 
eign Balances have improved, by R* ’ 
I'.94 cfnres. 

» 

The securities market had k ipilbt 
week with a restricted turnover, The.y., 
3 per cent eonvefSiTO 'lp*h.h4'd sel-' J 
lers throughout*. Gold Bonds conti* *. 
nued in enquiry. Lopg^dated loaiw ^ 
have' tognained practically. 1toCdrS|H ! 
ged. ^ort-dat^ had . hhye^ ^kt , 
quoted . or .slightly better ra^ .V., ■ 
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the problem 
Development and Defence go together.. 

The more j/ou produce in lartm and^ 
'Jadtories dte more you add xo' the 
stren^h of the country. , ' 

RB^iUTglY m SPONGER OI^EMCl 
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(Sou' 1 1952-^3 K l(k>) 


ShwriKfr Book 

Oct 28 

Oct 18 

Sep 27 

iOet 38 
-OS 

1 

XMta oircnhttioa 

225138 

228133 

2192.31 

20M32 

8 

RopM ooln 

120.66 

120,42 

126.M 

12232 

3 

Bepodta 

(aj Oentral (}ov| 

47.97 

48.00 

84.30 

a,01 


fh) Other Qovts 

1430 

11.01 

6.0S 

035 


(e) Banks 

120.67 

8830 

87.64 

80:70 


(d) Others 

161.13 

163.06 

159.43 

161.05 

4 

Foreign securities 

92.46 

92.46 

89.46 

88.(B 

0 

Balance abroad 

0.04 

8.00 

7.62 

4.40 

« 

Kupee securities 

193031 

1064.31 

189231 

173830 

7 

Investments 

236.79 

1734)0 

196.n 

143.25 

8 

Loans and advances 
to Oovts 63.46 

8331 

60.58 

4S.(» 

9 

Other loans and 
advances 

138.70 

146.68 

142.45 

158,60 

Mwdulea Butko 

1 Aggregate 

O0t U 

oet 11 

Sep 20 

Oct 10 
*62 


Deposits (net) 

2216.07 

22 iaai 

2208.21 

2060.19 


Demand (net) 

962.80 

963.78 

066.48 

81438 


Time (net) 

126337 

1260.52 

1241.73 

1246.01 

2 

Cash In hand 

66.08 

57.03 

51.19 

52.30 

3 

Balance with 
Reserve Bonk 

76.20 

87.16 

83.92 

86.73 

4 

(2) + (8) as % 

Of (1) 

5.96 

6.65 

6.12 

6.70 

0 

Borrowiiigs from 
Reserve Bank 

1.94 

1.03 

1.59 

153 


(a) Against usance 
bills and/or pro¬ 
missory notes — 



0.90 


(b) Others 

1.94 

1.93 

1.69 

0.63 

9 

Advances 

1246.51 

1240.81 

1233.06 

1168.65 


(a) State Bank 

236.60 

235 44 

236.41 

251.66 


(b) Others 

1009.91 

1006.37 

1907.55 

916 90 

7 

Bills discounted 
(a) Inland 

173.10 

174 65 

164.45 

166.75 


(b) Foreign 

66.39 

55.70 

62.25 

49.32 


(c) Total 

229.49 

230.35 

216.70 

208.07 


(1) State Bank 14.96 

15.65 

15.18 

12.81 


(U) Otlase 

21434 

214.80 

200.62 

193.26 

8 

(6>+(TJ as % 
of (1) 

66.60 

66.44 

66.66 

66.78, 

6 

Investmem In 

Qovt secunUes 

769.00 

768.45 

772.66 

696.83 

to 

(9) as % Of (1) 

34.71 

34.26 

34.99 

33.62 


mmdMy Money BatM 


ObII momy 
from Bojilct 
Otfoaitt 
ievoa dayi 
Ttooo XEumttia 
Six months 


(J*cr cent ptr onniim) 


Oet IS 

Oet 11 

Sep 20 

230 

8.29 

232 

8.00 

8.60 

3.66 

3.76 

8.76 

"3^' 


Oot 1» 
*62 

8J05 

34)0 

iw 


Oroup fthd Sut»-Orottj> WffiSSK IDIjMtMO- 


Fond AiHeiee 

14.838 

73^88 

1803 

173B8 

15B32 

1403 

ltt.4 

18A3 

Cereals 

U73 

U8.5 

11&2 

108.4 

Pulses 

110.9 

100.8 

167.4 

m.f 

Fruits A Vegetables 

1343 

144.1 

141.6 

A 

liio 

Milk A Ohee 

1253 

1273 

127.7 

Edible Oils 

154.5 

1543 

1813 

1683 

Fish, Biggs A Meat 

156i 

153.7 

1503 

1573 

Sugar A Our 

220.9 

2163 

201.0 


Others 

1823 

1813 

1833 

Liquor A Tobeeoo 

1183 

1183 

110.6 

803 

^baoco 

1153 

115.3 

116.7 

063 

Fuel, Powetj Light A 
Lubrtcavts 

137.0 

1873 

1873 

124.2 

bidiutrlal Raw 
Materti^ 

142.2 

1423 

183.4 

1803 

Fibres 

1333 

134.1 

1323 

129.7 

Oilseeds 

1613 

161.4 

1533 

1583 

Minerals 

91.6 

01,5 

03.4 

93.4 

Others 

125.0 

125.0 

125.0 

124.2 

Manufactures 

181.8 

1812 

1813 

U0.7 

Intermediate Products 

140.0 

140.0 

1883 

148.0 

Finished Product^ 

120.0 

1203 

120.7 

1273 

Textiles 

128.1 

128.0 

12S.1 

ms 

Cotton 

13S.S 

135.4 

135.1 

129.4 

Jute 

100.8 

101,8 

102.5 

114.0 

Woollen 

156.6 

1566 

156.6 

1413 

Silk A Rayon 

140.5 

141,1 

140.7 

1333 

Metal Products 

163.7 

163.7 

163.7 

161.0 

Chemicals 

117 2 

1174 

1174 

116.2 

OH Cakes 

166.3 

163.5 

160.7 

163.2 

Machinery A Transport 
Bculpment 123.9 

1230 

123.9 

117.4 

Others 

128 6 

128.6 

128.6 

125.3 

All Commodities 

187.8 

187.2 

185.3 

181.0 


JUTE 


Production, Stocks and Deipatche* of Ctmnlot 

(’000 Metric Tons) 

July’62- July *61- 
June '63 May ’63 June *63 June *62 


Production 

Hessian 

41.5 

43 7 

514.9 

414 3 

Sacking 

40 0 

42.4 

5313 

508.5 

Othere 

18.8 

16.8 

01.5 

146.2 

Total 

100.3 

,104.9 

1218.2 

1069.0 

Equivalent consumption 

in lakh balat 

3.68 

6 06 

69.55 

60.41 

Stodcs 

Hessian 

32 3 

32.4 


— 

Sacking 

47.3 

45.7 

— 


Others 

16.6 

18.0 


n 

Total 

96.2 

96.1 

— 


Despatches * 

Hessian 

41 8 

40.9 

511.5 

419.8 

Sacking 

37.9 

42.0 

519.2 

505.9 

Others 

19.3 

17.0 

164.5 

133.7 

Total 

99.0 

99.9 

1195.2 

1059,4 

IJMA Purchases of Raw Jute 

(’OOO Bales) 


From Indls 

1,95 

3,48 

67,71 

75,99 

..From Pakittan 

30 

8 

2,36 

3.48 


* Indudet d««pstchee Ihr exporti and interns) .oanwBWi^an* 
Sotiree; Indhut Jute MiHs Attodatsion, €dcuttx, 
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SwpmifliS 
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9t^ 24 4t 29, IM2 itockKl^ S«llr 
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f ^ fl^ 
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I Is fi 
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Amm' 

tilu&har 

Qai'leeling 

Dot^ 

tAb» 

TSOTAI. 


57,9 

18.2 

9.68 

278.9 

136.3 

6.47 

24.1 

11.9 

5.64 

236.3 

159.4 

6.1 

2.8 

4.59 

6Z1 

293 

4.63 

5.4 

2.6 

4.04 

50.1 

24.5 

6.1 

2.6 

6.38 

105.6 

43.2 

7.67 

8.0 

3.4 

6.59 

114.2 

47.9 

114 

5.3 

4.77 

184.1 

88.7 

4,93 

22.1 

10.4 

4.60 

213.1 

104.2 

3.1 

1.4 

4.81 

35.5 

1742 

,4.96 

4.6 

• 2.2 

4.33 

40.3 

19J 

0.9 

0.4 

4.43( 

11.5 

5.1 

''4.45 

0.8 

0.3 

3.94 

9.0 

4.1 

69.0 

30.7 

5.43 

677.6 

322,1 

5.93 

B5.2 

30.9 

5.24 

713.4 

339.6 


6.92 

4;()2 

7M 

4.59 

U8 

pr 

9^4 


Dost 


SaJe no 17. 
Sep 26, 1963 


Vp to and 

includinf Sale no 17. 
Sep 26, 1963 


Sale net 16, 
26, 1962 


Up to dttd 

including Sate no 14> 
_^ 26. 1962 




1^(2 |§ 
I Rif £'' 





Assam 

17.2 

7.0 

5.0 

161.6 

64.1 

5.27 

16.0 

6.9 

3.21 

184.4 

73.4 

1 SJS 

Cachar 

3.8 

1,4 

4.67 

21.8 

8! 

4.39 

2.9 

1.1 

4.20 

19.4 

7.3 

, SM 

Qazjqeling 

0.3 

0.1 

4.71 

4.3 

1.7 

5.17 

0.3 

O.l 

4.40 

36 

1.4 

4.7» 

Dooars 

7.0 

2.6 

4.66 

104,5 

40.3 

4.74 

7.8 

2.9 

4.72 

97.2 

37.2 

4.15 

Terai 

0.2 


4 61 

5.7 

2.1 

4.46 

0.6 

0.2 

4.50 

4.5 

1.7. 

5.71 

Tripura 



4.33 

1.5 

05 

4.27 

0.1 


3.64 

1.5 

as 

3.28 

TOTAL 
Source t 

28.6 11.2 4 88 299.4 116 8 

Department of Commercial Intelligence Calcutta. 

5 02 

27.8 

10.9 

4.95 

310.4 

131.6 

4.79 


RAILWAY WAGONS LOADED 
(In Tenns of ’000 4-M^ieders) 

Aggregate from April 1 tO'August 31, 1963 
Broad Gauge 


Metre Qguge 


Beeentie>Eaming Traflfte 
Coal and coke for public 
Gmini and pulset 
Oilseeds 
Raw cotton 
Cotton manufactured 
l^w Jute 

Jute manufactured 
Sugar 
Sugarcane 
Cement 
Iron and iteel 
Pig iron 
Others 
’ T?a 

Metallic oiee 
1 Manganeee ore 
Iron ore 
Ottwn 

iJmestone and dolomite 
r KBscollntedus full wagona 
iilHUacellgneoiu emails 
MoeeSovomM tWfRc 
Goal for home line 
Coal for other Govt, raHwayi and 

■ os«r«5«s*^ '***^ 

WWb"* 



639.0 

735.7 

+ 15.1 

Ml.I 

1266 

176.1 

206.6 

+17.3 

159.0 

1706 

23.3 

24.8 

+ 5.32 

25.0 

26.7 

9.2 

9.0 

~ 2.63 

8.5 


4.5 

3.9 

—13.7 

1.1 

ti 

25.8 

16.9 

—34.S 

26.4 

176 

2.9 

29 

+16.2 

2.5 

16 

50.4 

88.4 

- 6.57 

34.2 

53.1 

11.7 

0.2 

—98.7 

72.0 

16 

78.5 

9a2 

+16.3 

73.6 

72.2 

16.6 

21.7 

+30.8 

5.4 

2.3 

137.5 

167.0 

+21.4 

29.7 

29.1 

4.3 


+ 3.62 

7.4 

6.9 

26.0 

198 

—236 

6.4 

4.4 

239.4 

286.7 

+19.6 

28.3 

286 

n.8 

12.8 

+ 8.55 

10.5 

8.9 

1106 

t06.8 

- S.57 

32.3 

29.3 

674.0 

754.1 

+ 11.9 

5*46 

572.6 

138.3 

im 

— 2,62 

1114 

1106 

118.3 

l28Ji 

+ 8.67 

119.3 

113.9 

206.8 

2246 

+ 7.42- 

9.8 

166 

.i®2.8 

1076 

+293 

626 

91.0 

2J67.6 

■50846 .. 

■+11,4. 

1458.8 

14766 



4-16,6 . 
+ 7.11 
4- 6.68 

?ll:l 

^33*7 . 

—273 : 


- S.14, 
-97.5 
—> 1,11 ‘ 


-si.r 

^ 1.89 

- 7J55 

“51.1 
+ oiS 
-IW 

— 9.3? 

+ «.22 


- 1.21 

+72.6 

*M4.» 

4-1,21 
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la Iadia*| fWfie# 


Wlth'i h^rica^e of over a century 
we iay claim to a cre(llcalyle recortf <tf 
service in promoting Indians economic 
develbpment. The vratchword is Me 
of endeavour ip the'service of the 
.. - . . Nation .. 


fiNiasaniOHa 


mDUSTRIES LIMITED 
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To Sbke Plannirae 

1 ' , ' 


'JWE mid-term appraisitl of tlte Third Pfaia by ^ Hstfoitld |lee^||f!0» 

ment Couoci! represents Ute consensus gd (pinion ciU 4^ ' 

measure of agreemeiit tuaong tibe State# a;^ the ^Centre. Thaf tf»', 
National Development Counidl, Mice the Pl^ioiiw Ctumhissloiv ^ R 
iMAi-statutory or extra-constitutional body tlo«« ’ ' Y wi^ * ’|y ^ 

importance or significance. This makes it all ^e 
unpardonable that this august body should meat and decidh ttpoa 
which corncem the whole of India on the bagis of inlmnatlbn 
is not availtAle to the public. How can ^ ilkHherttthms in fbeiiR i^ : 
cumstances corcunand the attention and respect that diey ua^bublR^' 
deserve? 

Thoueh the Platmil^ Commission’s midoteriti appndittt ha«; jnk 
seen toe light of day yeL it is no secret that lltird 
poor beginning and aopears to have slumpK'4xMti!8d «rf fibfiiiK li" 
iromentum, since. ^ Thfa impression may be superficial being ^ 
the figures of agricuttural production and the-Istest e(iihnate. dl titls 
national inctmie in the second year of the Plan, hr bMb Ae Ssat Wid 
die ^nd year, agricultural production ha# been ijjeei^'lt'tnay or m«y 
mt indicate stagnation and may be only the i«wlt'<i| bad naohlqoiiii; 
This has happened in the past —a vear of bad «R>pa as liSST^ 
pushed down the national income index from ]27<2 to DSS.^. Tt 
n^ that bad in 1062-^3 for which year the proVisJonaf nadbnal locwnR 
estimate shows a decline of 2.1 ner cent in the anrienlttlM] sector, 
by some improvernttit in thefndustrial'setattr 'and fn some odier aeoCitto,, 
But the resulting 2 per cent increase in national hionme bl 
year followinqr an increase of onlv 2 5 per cent in dto fityt voW 
not nromi«e the 8"h8tantial rate of growth whitb W beefti ^Id out fo*^ 
the Third Plan. The situation will appear to be one of atands^l Whi^ 
is very difFepsnt from the dynamic development rvhich the Puitt « 
intended to achieve. ' - • ', 

, J* it tiiat the Plan is hadly conceived and tha^ the Planidag ■Cbnj* 
missK^ does not do its fob pmoerly or is it thp i^inistrariOn that 
s at fault the implementation of the Plan its w»pon#fl>lIity ? 
is It that Uie Stat« are not Pullinn their weight and are dfagrinff dowtt , 
the Centre witii them? Tbere is a general atmo^ere of doubt aRd , 
distrust and those who decry pls-nning in any case and d? nW beliorto*' 
in It ate having a field dav, There have been some recent deWldW- 
mente which mav 8u<rgest that the CoVernment Is" uerham 


Plavino' into the hands of these detractors of planning whO are oitt ffli ' 

diwredit the very idea of pltfnninv and undermine It. An ovorbsit#^ 

the Plaiininy Gimmissipn is certainly necesAaty but its PurposiT^HIfi 

ously should be to strengtiien the Commiadon, revitalise it 

It iTlor^* wectivc and not to pl4y down its mle or irndermij^ Its 

CMR Slimming i# not necessarily enervating but {t jnight wgl! f apK 

^tn the proems i^at is'k^ped off is'not'flidlptMg'Wt 

•' ',"^5 Planning, Commission .is .oertafnly 'no iatSsullvb 

«My it fc not eno^ for it tnei^. tp' Iay:dtiwn 0 ib' ymfliWMB 

dilt' 1^iy#{r iator**alMti0hk Tt must tQS^ y^itlantly 




irnetiem oUke^Cablaett^; 
v^luch the Cahi^‘<' 
'‘;‘j&i»|li|ftv|>oi^y «un«iidei[.-to *n'4#, 
';^'i{i|i»i iiwacy. But it could osrtfiinly 
'^ Jfdfiwwy be ttuided by an. eixpM ‘ 
idwot the line* on which co* ; 
Oftiwation wdl pirhduce the (q»timBia 
V ^ HMuHs. ‘Ihat tm thinip h*'*'* 

.1^ 'Ih^iied we do not heve a Cabinet 
Coy^rmnent which coordinatea 
"/.juAlteg this particular function'of 
tiw Planning Commission even more 
i^fiortant. These are matters, faosir* 
ever, which require very careftd 
Consideration at the highest expert 
Uyel. And yet from die way dungs 
ate developing, an outsider gets the 
Strong impression that these prOU- 


TWs, Is sug^ed the %f^t- 
iB^t ckf diorlannhig'Mkti^ as,• 
dW' Minister ha dhaigp of hhono*. ' 
imo ooorfihadbn, has b«i^/' 

iiiade a separate dqnjSmient wUhfn ' 
.the Finance Minfitiry. lAa dte'Fiaiy; 
ning Minister acts as k'liaison JM:' 
wemi the Hanning Cotominion and 
the Cid>inet, it' is.thd?agfa bi^ that 
the cqordimtlonrecommended by , 
the Planning CbmmisNOn ' should 
find its itoM eff^dva outlet. It f(d- - 
lows that he shwld be »“ member 
of the (^binet .How can he perfotna 
that function, H he is te* be attached 
to the Finance Ministry, or any oUter 
Ministry for that matter t 




.width tW’.j'. 

go 'not'-'talee 

far.','J^OT.^whi® .’hjsyi' d»s«*w^;j^'^ 
the iaa^ policy 
crCp up aga^ .hacki^^ 
the..Jaipur s^h^'n,. soHdliMi'in.;., 
these, prdblejh^,’ if ‘arh 'to '* 
at all solved^ hasm to b« integi«ted< ' 
into the plan whidb ^ly adds itesh 
emphasis to the need of Widening. , 
the plate and «atreivgdwmi»g life 
Planning CommissiQn in, order * to 
make .both mon effective} ' 


Vietnam and' the Generals 


'THERE can be few among Viet- 
, nam’s' twlve million souls who 
dan'mourn the passing of Persona-' 
Ihnn, President Ngo Dinh Diem’s 
Viethmnese version of Christian 
' Democracy. Six days after the 
Independence celebratimu, five days 
after the suicide of another Bud- 
hist, 'Diem and his brother are dead, 
and after nine years stability South 
Vietnam sets out once again on the 
, pilgrimage for political justice. ‘ 

. Those nine years’ stability baa 
' ^ dseii many changes. Between 1$54 
and 19S9 the warring sects were 
subdued, and some economic ex- 
' itousipn undertaken. To the increase 
tti rice output, a Five Year Pfein in 
1957 added some industry, both sub- 
jSlaatialiv. supported bv ‘ American 
I, aid . (nfoniiag at 180Q.8 million In 
.1962$ -more tbmt half of which was 
military). Financial refonns last 
year hmfded a Bucond Five Year 
DJan* which' abned, despite- the 
Roods and derireesed world rubber 
. prices, -to -achieve VretRemese eelf* 
rii^iencv in a range of commodi- 
by'1966. The overall economic 
,^tedya»ce was real, even if less than 
;;"*<3aitiifed and- marred by ccu’mption 

.tend inefficiency. 

. 1 . 1 «, . ,, 

iThe cost of thia ’twderly devebp- 
js Well hnowit. |'rom 1954, 
rt wt.out to eijiminate all riwil« 
^qdiiqg,;^toppiri^ fiiao*Dai), tmtil,' 



there remained cmly puppets - (for 
example, the Social Democratic and 
Socialist Parties), the press'Was 
emtirely eubordinaie to the Govern¬ 
ment, and any dissidents joined the 
intemees of the Apolitical re-educa¬ 
tion centres* (currently' estimated 
at 200,000). Based On a hierarchy 
of party and ^ civil service, Diem 
depended directly on his two bro¬ 
thers: Can, who conttoHed the Cen¬ 
tral Deha area, and Nhu' who ran 
the South' and Central Highlands. 
In later days, Nhn’s influence in¬ 
creased to the point where he in 
fact directed his aging - brother’s 
reg'une, The only real opposition 
left was the Vietnam Labour Party, - 
consisting mainly of Communist 
guerillas who found strong support 
in -the rice-grCwiriir Delta atoa,- and 
■succeeded in killing on teveracr 
one Government dfficfftl per day. The 
regime necessarily /generatetf pri¬ 
vate oifpoSition around the demands 
for more democracy and faster 
development, a fair deal for the 
South a-nd' tb? Budhists and less de¬ 
pendence on Amdriea'. But the . Only 
public expresnon of this discon- 
. tent canne from the extremist Bud- 
hist sects dirough their injunction 
to devoted ml{it(0>la to. commit Sui- 
tade. 

• It -4$ -moto ^tkek tlml the suicides 
donsot^krated to me genemlg ' the 

rather 


than-touched -their religious hearts. 
— since alt had secure positions 
under Diem, and the religious issue 
was, for Diem, entirely subordiriato 
to the question of loyalty. The 
Army’s fear of domestic revolt could 
only be increased by American pres- 
suite on lYiem to liberalise - his 
regime, culminating in the ending' 
of US civil aid by October. Tte 
immediate pretext however was 
probably the September talks bet¬ 
ween North Vietnam’s Ho Chi IMtitrfi 
and Ngo Dinh Nhu. North Vietnam, 
facing a terrible harvest, needs to 
relieve its dependence on China and 
lipd an outlet for its industrial 
goods — as well as find emergency 
food supplies. Diem, under pressure 
from the US,, and nBeding .to. reli¬ 
eve his dependence on Washington, 
needs also 'to. find markets for fife 
agricultural output. Hanoi’s .initi¬ 
ative perh^ found » not unnoep- 
tiye ear ih &igon —• despite tiU 
feet that .the continuutiori (d the 
War in the South is needed to keep 
Dkm stable. For the Army, however, 
any r&UpolUik manoeuvre to tnake 
the South neutral would sever- the 
umbilical chord of Its military powef , 
■k- the - line to Washington, and 
leave the country at the mency-pf 
its dictator; 

The new Revoiutioimty .M^tgry 
Command is to' Jto shtodhatoo 
by a triumviiate of ^marabi tSri 



1 f<irtauiljf,' 

nofnm^ ism 
'jW -1^ «' <5vU»ib 
V ;|m(«h^fl«tt;t »ad aliolljdbedi -thfe. Pwh 
;;f aa !<»rl|«i pjfomused^ 

r,;''r'|'GovHM ZHtona mcoi^ P'<^* 
'■''; «f'SWfce;). ‘ They wjlJ, 

i f *a(^, jetum to dnliaift’ ^vem. 
;‘ '•whwi iha sitilation pteVtoitSi, 

,• a^ia cbniqot^Jt, white 1^^ cte 

' nM lawonir imU|aiy j^cUitdrihip, thea^ 


ftjnemcHig PubUc Sector 

is conceded that euirplu*^ 
iron) public sector undertaking 
are I^Iy to fait short of Third Plan 
ciiqwMationB: !%« Plan had taken 
credit fpr Rs 300 crotes from this 
, Bouroe over the five year*. This 
'amount included not merely the net 
profits of these undertakings, but 
jJso appropriations to their various 
reserves pn the assumptidn that 
these funds would be used for their 
expansion. In 1960-61, the last 
year of the Second Plan, surplttses 
of public sector und^srtakings amo¬ 
unted to Rs 21 crores. The figure 
fbt' even the first year of the Third 
Plan is not yet available.' but in- 
formatiofh about some selected pub¬ 
lic sector underlings for 1961-62 
has been published in the October 
issue of the Reserve Bank of India's 
Badledn. The data relate only to 
' Government companies, excluding 
autonomous corporations set up 
under Central or State statutes and 
Cmvttal and State Government 
departmental undertakings. 

At the end pf March 1962, in all 
1S4 Government companies were 
' register^ under the Companies,Act. 
of these, the R B I study excludes 
9 financial and investment compa¬ 
nies, 22, promoUonal/developnwnlal 
‘ org^isations. (like the National 
/Small TndustrieS Corporation) a* 
well as 34 eompanie; ^ieh started 
’ WcH^hg aitor ' 1989^60. "Of the re- 
26 ^toVe been 

' ennittad Wtause Rwir accounts were 
i^/'^d', another 1‘7'be- 
'wece' wot' '♦‘operadni^’ 




'-tA- kef.fet^,' lofiat to 
£^tetti>-dto Nayf, JuU'/km 'aa lar 
icontroRed,' hutritotoitta aufgiM^ ftoit' 
firi^ion' Itetweem fho^ 'gewerais ha*' 
'htisit tocj^easteg,- and ' that'‘die 
yystutger ,<^<iera ewe very-- ofitical 
-both of tfaia tSaua^ and die mono- 
pOlisatiiQn of pbWer by thogena^ 
the- Dpw n^me 'tfe dmuinated 
hy Souihenien aa^ .Badhuta which 
imilht increase, fri^ioh with the, 
. Cadhblks .the Centre. Who n^ih 


'.r*^ hWy* jpfMt&tj. ptK,'!-' 
fimiami mm. its 

“ 4 , ' ^ .f rtt, 

‘ Tlte' ■ perstetent coinehtenba /" 
'widi .ekti^dtte. ■ ’ 

'riban ald''tf ''hat ahttr^y 'v 

'the Bert inteatiops of Ah*ikiw» ’ 

Iteidite coihiiiually ‘emmhte ttn 
the stabhorti polMca of poverty, ih ‘ 
m ‘detoloe of Ihe Free W^riid^ 
WasWngten has ho option hat to ■ 
accept regfanw that .contradk* it* 
naticNiale.' fho General hecomhi 
tiw symbol of' democrahy- ' ' ; 


Weekly Noles 

oompanieSi (A coihpany was' con- j 
sidered to ^ operating if its ao- c 
-counts'^'in^fuded a prom and loss i 
• account and the- entire expenditure, ( 
wa* not charged bo capiUl account).! 
I'tiis reducea the-field to just 40 
.and even out of these Hindustan r 
Steel has been omitted hhcatue it f 
was' felt that because of hs gigantic t 
size Its inclusion would vitiate the 1 
study, of the other ctwpanies. c 

Since the study relates to a reia- ' 
tiveiy, small segment of the public 1 
sector, it cannot obviously- yield any ^ 
figures which can be set aghinst the J 
Plan target of suiplus from public ^ 
sector undertakings. Vet it may be * 
instructtive to find out the rourcee (A f 
finance of these companies wub a ^ 
view to. highlighting the importance ° 
of internal resource* mid to compare T 
the position in lVbl-62 with that in i 
earlier years. A very rough compa¬ 
rison may also be made with non- ' 
Government companies, . | 

For the 45 Governiiient compa- ( 
nies studied, esdemal- sources pro- ,, 
vided 77 per ceitt of tdtil funds ih ( 
lyoO-^l and 58 per cenl in 1961-62, { 
indicating an increase in.the rela- a 
live impoitance of. internal finan- < 
cing. ' internal resources increased J 
from 23 per cent ui 1960-51 to- 42 | 
per cent in 1961*62, Data for pre- « 
vioua years are not given hut an I 
earfiei; R B I study of 30. Govern- ^ 
-ment companies (Buffelin, January 
1962) showed that in 1959-60 ex- « 
, tornhl resources constituted no i 
1^ thaii 93 per c^ot of the total i 
Juuds ef these contpanieS, Siitoe the ; 
Cdirarage. of dse two studies iy sot i 


idehticai the ^ta age not otriuRy ' 
comparable,, still a marked inoroaie - 
in the extent of self-financiag ,hy , / 
Uoverftnaent companies is ctear» '• 

How' do th^ eeteeited 'Ooywitf ; 
a»ent rorhpanim compare' wi^, 'mb* 
‘Government ddtnpanies? Ac^Vdhtt ' 
to another Reserve Bank otuSy^ , 
1,333 non-Govonunent joint Stow > 
companies June t963J; 

ihteriaif resource# aecoulnted for'm ' 
per cent of ihcSr total fuuds in 196]: 
Thus die non-Governmenf dothpih, 
nies were more seU-sufficiiSbt thsi) 
Govenuhewt cotnparnes. TV coh* 
trasi is more striking betwSon cotp- 
padies of comparahtesise, and a1«® 
more valid since size has a bearing 
on the, pattern of financing—-exter¬ 
nal finance being relatively more 
important for smaller con^aniek. - 
Tire -45 GovenuTKBJit companies had 
a total paid-up capital of R» 129 - 
croras-'in 1961-62.- Hence it would 
be proper to, emnpare tfami with 
only non-Goveniment compantee > 
.with a capital of more than B« I 
crore, of which the R BI study 
covered 118. For diese, exteniBl re- , v 
sources constituted only 35 pw cynt 
of total funds in 1901 as againut ’ 
58 per oeUt for Governmant com¬ 
panies. Such blankta camparisonf . /. 
cannot be very accurate, of counHV 
but the above figure* are not em .. 
tircly roeatiingless. , 

Amot^ the different sources of 
extetroal finan/ce,' borrowing was thd 
singte toast important source for bodt 
-Government and jnon-CovernmeUt 
campante#, TJrere tet however, this 
^nificant difference; for non-f^y- 

laW", 




’ ' ' '” ~ 1'' • ■M''> : ■’ " ’‘. '•' 


twMMftt cansMDiei^ iwj^lol Imm 
bt^B coosUtuttcl 'A6 per cent'^tf *>11 
fixterml finance wfiereas ftfr the 
Government companies it amountad 
to just about one per cent. For the 
latter, the principal source of bor* 
rowing was the Government. Loans 
from the Government, mostly un¬ 
secured, sccounted for 36 per cent 
of their total external ri^urcei. 

It is significant that Government 
companies are able to take only 
negligible advantage of bank finance 
in spite of the fact that the largest 
commercial bank is Govemmtnt- 
owned. This should provoke some 
thought on the assumption that 
nationalisation of banks would be a 
financial bonanza for the public 
sector. 

Arab Oil Confaranca 

'pHE fourth Arab oil conference 
in Beirut meets at a tune when 
the oil-producing countries have 
reached an impasse in their attempt 
to extract more revenue from the 
international oil companies. They 
became restive when the companies 
cut the posted prices of crude oil 
twice, in 1959 and 1960, Their 
receipts are directly linked to the 
posted prices and the effect of the 
two cuts in the posted prices was 
to reduce their revenue per barrel 
of crude by about 7.5 jier cent. At 
the second Arab oil conference 
in 1961 the then Director of 
the Petroleum Department of 
the Saudi Arabian Government, 
Sbiekh Abdullah Tariki, estimated 
that as a result of the adjustments 
in prices, the oil companies had 
deprived the producing countries of 
over 2,000 milUon dollars in two 
years. 

In the Middle East, though the 
oil companies in theory pay a royalty 
of around 12.5 per cent of the price 
to the Governments, this is in prac¬ 
tice set off against a 50 per cent 
tax on the oil companies’ profiLi 
which are calculated on the basis of 
the posted prices. In Venezuela, on 
the other hand, the companies pay 
the Government both a fixed royalty 
(around 20 per cent) and taxes on 
profits on the basis of prices actu 
ally secured. It is estimated that, 
even with costs far lower than in 
Venezuela, the Middle East Govern- 
. ments get on an average only about 
75 cents or less per barrel of crude 
wherejSB the Venezuelan Covemraent 


Hels mom duh 8S jcents. of 
Bie principal domaa^ of ^ MtiMia 
East oU-producen, tberefow, it that 
the oil companies ahbuld b^gite 
to pay royalty, “for the exploitation 
of an irreplaceable national asset”, 
in addition to tax. The rate of 
royalty demanded is 20 per cent. 
This, it is believed, would raise the 
receipts of the producing countries 
by $ 340 million per year at cur¬ 
rent levels of production. 

This demand was made in July 
last year by the Organisation of 
Petroleum Exporting Countries, an 
agency representing major oil-pro¬ 
ducing countries except the li S A 
and the Soviet Union. The OPEC 
has also demanded that 

(i) the oil companies should 
restore the cut in the posted prices 
made in 1960; 

(ii) marketing expenses should 
not be deducted by companies in 
calculating profits; and 

(lii) the posted price should be 
linked to the price of manufactured 
goods imported by the producing 
countries from Europe. 

The oil companies have so far re¬ 
fused all these demands. Since there 
have been no direct talks between 
the companies and the OPEC, the 
former’s attitude has to be judged 
from the negotiations which the 
OPEC undertook on behalf of 
individual countries — Iran and 
Saudi Arabia — with particular oil 
groups — the Iran Consortium and 
Aramco. The only concession Iran 
Corporation and Aramco were pre¬ 
pared to offer the two countries was 
to reduce marketing costs for cal¬ 
culating profits to half a cent a 
barrel. Even if this concession 
were extended to all Middle East 
oil-producing countries, it would 
yield an additional annual revenue 
of only some $ 12.5 million to their 
Governments. Obviously this is 
chicken feed compared to what the 
OPEC has asked for. 

Beholden to Oil Oligarchy 

THE oil companies take their stand 
against the 0 P E C’s demands 
on two grounds. First, they point 
out that though the cut in posted 
prices ha.s reduced the governments’ 
revenue per barrel, their total re 
venue has increased continuously, 
thanks to expansion of production 
by die companies. Second, they 




«tip>e ^ it k 

fear an' ktqneto'iadk poMfi pllBei 
ceiuiifiieting bbat ohdog m a Jimiibir 
of dmwlofimente (see ‘tCnide tilfl 
Prices”, September 2L 1963) dte 
actual prices realised by them ace 
nebstantially lower than even the 
present posted prices. As a resuilL 
tlKnigh taxes paid by the oB OoUh 
panics were only 50 per cent of 
their notional profits (calculated mi 
the basis of the posted prices), they 
amounted to a higher proportion tn 
their real profits (based on actual 
prices). 

Both these arguments are, of 
course, valid. Production of oil in 
the Middle East has increased from 
89.5 million tons in 1950 to 282.8 
million tons in 1961. This has led 
to a manifold increase in the Gov¬ 
ernments’ revenues. It is also true 
that the oil companies are no longer 
able to get the posted prices on 
their sales. Notionally oil is still 
sold at these prices but in fact most 
buyers are able to get discounts on 
them. The oil companies have kept 
the rates of discount a closely- 
guarded secret since different dis¬ 
counts are allowed to different buy¬ 
ers. But in the face of pressure 
from the producing countries, the 
existence of discounting itself can 
no longer be hidden and an internal 
memorandum released 'accidentally’ 
by Royal Dutch-Shell admitted, for 
the first time olHcialiy. the preva¬ 
lence of discounts on posted prices. 

But even at the discounted prices, 
the companies’ profit margins re¬ 
main exceptionally high. This, it is 
true, is the result of a deliberately 
arbitrary distribution of profits 
among the producing, refining and 
marketing activities-of the integrat¬ 
ed oil companies. Insofar as the high 
profits from crude production are 
achieved by keeping the posted 
prices at an arbitrary level, to im¬ 
part realism to the financial yesults 
of the three activities of the oil com¬ 
panies it is necessary to reduce these 
prices. Needless to .say. this would 
be unthinkable to the producing 
countries. Their concern is limited 
to cornering for themselves as large 
a proportion of the large profits on 
crude production. 

To this end, the OPE C, which 
meets in Riyad soon after the Arab 
oil conference, has threatened that 
if the companies do not accept its 
demamds, the oil-producing countries 



' '((^viowt '^lat oidBixjl''- 

Ik^KIo jW4 i<)t diey are b4i(»1defi: 
te ifoviterne^omil oij oligopoly; fas 
swinuining crude prices atJevele 
fait thab would .pre\^i ia 

i tiiti ■ abaettce, of pi^ce fixing. And 
Uiis dedoidface ia in<' 
creased, not lesreneo, by the weakeU* 

, i|^ cd the world oil 'market^ ae a 
r^ult of the appearance of Soviet 
'Oil-ae well as iodependc^nt suppliers 
^ who refuse fo^play the price fixing 
'“'.gaine. 

Studimf Wastage 

titan half the students fail 
every year in the B A, B Sc 
and B Com examinations. The aver¬ 
age percentage of failures in these 
examinations, taking all the Jhdimi 
finwersities together, was 53.6, 54.T 
atid 53.4 respectively in 1961. In 
the previous year also, the percent¬ 
ages were about the same. The per¬ 
centage of failures is much lower 
, in the post-graduate examinations 
and they.are also lower in engineer¬ 
ing, agriculture, veterinary science 
and other technical subjects — the 
duty exception being medicine, in 
which the percentage of failure is 
pretty high, being 43.8 in 1961. 
Why is the percentage of failures so 
high in some subjects and not in 
others? In his convocation address 
to the University of Kashmir and 
Jammu, Professor D S Kothari drew 
pointed attention to the large per¬ 
centage of failures which measure 
the magnitude of what he calls the 
problem of “student wastage” at 
the university stage. In secondary 
education, wastage of this type is 
even higher. 

The wastage in our education 
system is of many kinds, stune of 
which are perhaps more familiar to 
the public than others. One is that 
of the lapse into illiteracy of 
^ose who attend primary siiools 
only for a few years and then leave 
off. Another is the dispropoi^tion- 
ate number of those forced to go 
in for art subjects and the, strong 
literary bias in the system generally, 

■ resulting in a lack' of correspond¬ 
ence between tho typds of education 
needed for the development of the 
country and the type of education 
. imparted. U is this latter a^ct of 
idtication which by and * large 
arouses the greatest resbntmepl, be- 
''{ng'h^i4 responsible for the 4t*tre*s- 
hlg p^nomona of -the horde? of 


and^' .'^rpenwdlye.' 4oi»4h9rttkdt' in 
thait atgndard ia, of cpiinl^ another 
domiubn cauae Of ,,coni|4arat. 


'Wastage measured by the <]a{jh 
psrcilhtage of fdiluns in university. 
bxauunationa in the largest gioim 
of sul^ects pinpoints the basic dm- 
dency — poor, teaching, ina^tpiafe 
proportion of’ teachers to indents 
and the .very uncongenial conditions 
'un^r which most college students 
work. The latter, Professor Kothari 
Oaniiders to be perhaps the most 
important single factor in a com¬ 
plex of causes leading Uo. high rates . 
of iailure-in examination: “A con-, 
siderable proportion of our students 
have inadequate facilities for home 
study and hardly ever find a place 
and time conducive to study and 
contemplation, free from petty wor¬ 
ries and distractions, and undue 
demarids for housdold chores. A 
large majority of students ' come 
from hoipes in which there is no 
background of tradition of acade¬ 
mic work of any kind. Often they 
have to travel long distances from 
their homes to the univpnity, with 
all the attendant stress and loss of 
time involved”. 

From this Professor Kothari 
draws the very valid conclusion; 

“Without properly tackling the 
‘wastage problem’, a genpral in¬ 
crease, say, in science admissions, 
would mean considerable expense 
without comparable gain. The out¬ 
put of graduates is a product of 
the' ‘intake’ and the ‘efficiency’ of 
the educational process. With im¬ 
proved teaching, better textbooks 
and their easy accessibility to stu¬ 
dents, more working days, closer 
contacts between teachers and stu¬ 
dents and some individual attention 
to students, it .should pe possible- to 
reduce substantially tfie present high 
rates of failures at examinations. 
And an added gain would be im¬ 
provements in standards”. 

The problem presented thus has a 
family resemblance to that of idle 
canacitv in industry, and the prio¬ 
rity* of demand for fuller utilisation 
of existing capacity over creation of 
new rapacity The reasons for a 
s'o^nificantly lower percentage of 
failures in the technital courses are 
partiy rpore selective admission nc- 
'eessit«t«d bv the relative shortage 
of eolleoes offering such courses as 
conqnred to. those tendiitig for arts 


ilW Itt- ‘‘.MliiL'' COttaMi. 

ara the mtfer . <4 

and living for tbett' ath^iMa. 

■ Thfe policy 6f selective‘ iia ppintf 
ment of university educadnn Uddeh 
the University Orahfes Conimiask^ 
has been pursuiag by momaolrlng. 
centres 6f a^noe stui^ is an 
gnsyrer to the particular pnddem .ol 
wastage to which Profemor Kodiai^ 
has drawn attentidit. The,ylatter .eBit 
phasiseg all-the more the neefe ss iqr 
of fnstitifting many nioie schoiar- 
ships so that deserving studdBts 
from the colfegril and univerehlea 
where standards ate so poor, nuiy 
be enabled to feke advantage of 
the centres of advanext stody. - But 
what -of the substandard ocdh^tai 
and the annual massacre of ite 
youth? 

itiriian Seelaihts / 

'J’HE phenommial rate of grbwd) 

of the Italian economy in rooeikt’ 
years, expressed in the social {Italia- 
formation of the country and^ jpiUtK'. 

cularly, tfie beginning of Oie-deW 

lopment ipf the South, has concnlld 
the accumulation of short-term -pro, 
blems painfuHy apparent in most of 
the other developed ecortomies—the 
pressure ^ labour supply, iafiaidon 
and strain in external payiaenfe. 
Early this year, these problems CQufd 
be seen in the oUtbfe^ df' the worst 
industrial unrest since 1945. Thh 
battle had been gding on sps^cmpdl* 
cally for nine months before jt cul¬ 
minated in -a Ceneral Strike, involv¬ 
ing nearly six million wonc^ ph 
February At the same time, dob- 
nomic observers have noted, the, in¬ 
tensified pressure on Italiisn leaopr-, 
ces, which must sooner or Jatev lead 
to severe action to restrict credit 
and curtail the expansion of the 
economy — measures which will' her 
nefit from the cun-ent miperltince 
of France’s war on, the price front. 
{The Ecottomic Weakly, September 
28, 1963, p 1620). 

While all this has been happen¬ 
ing, the Italian Government has by 
no means been able to offer a 'cfbd 
front. The incipient . factipnah'sm 
within the ruling Christian. Demo¬ 
crat Party, -as well as the' fragmen¬ 
tation of non-Cn«imunist 0311168 , 
makes any simple party Govern- 
rnent insecure. Formerly, Panfiani 
engineered stability through allying 
the Ckristiap Democrats with die 


a<^^niinunkt but 

chunbled on the twin h'ostili* 
tiki’' df the Xlhristian Democrat rig^t 
and the Socialist Party left, made 
poa^bfe by the reshuffle of new 
ejetaion;. Now after four months’ 
sfil^ienae, the Socialist Party has de¬ 
cided (by 57.4 per cent of the dele¬ 
gates voting at its recent 35th Con¬ 
gress) 'to permit Nenni to enter 
negotiations fon the formation of a 
coalition Government involving the 
left Christian Democrats and the 
two small parties, the Social Demo¬ 
crats and the Republicans. 


w^hidh’ fflsifj? (to' 

Democrats accepting'it. 

Italian politics is in a process of 
change. While Togliatti presents the 
almost 'Titolst position of the right- 
wing in International Commuifism, 
Ndnni has moved over to the centre. 
On the other side, the Christian 
Democrats have also edged into the 


middle. Niiiiinr#' dai4c iitntliiaf!' 


possible neo^Pescist revival » did 
Socialists do not join the Goftlitlcdt 


need not be taken to imply that the 


far Right in Italian politics is re¬ 


viving— after all, the present dia- 
Icictical shifts in the Italian Social¬ 


ist Party require a shrewd politi¬ 
cian rather than a prc^het. 



'ihus'the Socialist Party has made 
yet -another move into the centre 
of Italian politics — wooed strongly 
by the left Christian Democrats, 
and led by the veteran Nenni. The 
old Communist-Socialist axis, the 
largest single group in Italian poli¬ 
tics, cast a shadow over Italian 
Parliamentary politics, but the 
eVenta' of the past few years have 
brdken it at a national level and 
purged Socialist Party policy. Thus, 
at the current Congress, despite the 
promptings of otie of the leaders 
of the majority faction. Signor Ixim- 
bardi, Nenni and a majority of the 
delegates resisted the temptation to 
define the precise nature of its 
traditional opposition to NATO. The 
Party, it was said, is still pacifist, 
hut Italy must honour the obligatinii.-- 
she .has entered. This line of least 
rc.sistance turns partly upon the 
hope that a British Labour Govern¬ 
ment will define a new British atti¬ 
tude to the propo.sed multilateral 
nuclear defence force 

However, Nenni ha.s not been able 
to shift the Party on the question 
of ending local Sociali.sl-Coinmunist 
alliances, nor was he able to per¬ 
suade the entire Party that collabo¬ 
ration with the Christian Democrats 
was the only way forward. An esti¬ 
mated 40 per cent of the Congress 
delegates remained unenthusiastic, 
although only the veteran leftist, 
Ijdio Basso, openly opposed the 
move. In addition, little wa,s s.iid 
about domestic economic refot-ms. and 
in, particular, the Lombardi-Giolitli 
anti-inflation programme and list of 
long-term structural change.s (re¬ 
forms aimed to improve the work¬ 
ers’ positron • under capitalism, as 
IxMnbardi described it). In addition, 

g iefeific conditions were laid down 
r the creation of the coalition 
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Gaps ID Steel Plan 


^TEEL is one oi the few sectors in 
which some work has already 
been initiated on Fourth Plan pro¬ 
grammes. There is already a natio¬ 
nal plan which calls for the pro- 
ducticMi of IS million tons of mild 
steel by 1970-71, a million tons of 
alloy steel, and another 3.5 to 4 
million tons of pig iron. These 
targets are stated to be ba.sed on 
the demand estimates of NCAER, 
M N Dastur & Co, and the U S ’ 
steel team which was sent out by 
AID to investigate Bokaro. 

It IS diliicult to understand how 
the U S team came to be bracketed 
with the other two since it came 
out with substantially lower esti¬ 
mates simply by cutting down Indian 
projections by IS to 20 f>er cent. It 
proceeded on the theory that ind%- 
trial progress over the next 15 yea re 
was going to be as halting as in the 
first two years of the Third Plan 
The U S estimate, theiefore, should 
be left alone 

Somebody, somewhere decided 
that the target of mild steel capa¬ 
city should he pitched two to thiee 
million tons higher in order to gpt 
18 million tons of productiftftJ 
Hence, the plan as now formulatejS 
by the steel steering group asks far 
setting up of two new plants in addi¬ 
tion to Bokaro during the Fourth 
Plan — a context in which Goa and 
Visakhapatnam are Leing frequently 
mentioned at the Ministerial level. 

Dastur & Co, it will be recalled, 
have been asked to do a preliminary 
technical study on Goa while Visa¬ 
khapatnam has been made the res- 
ponsiliility of the Central Design 
Bureau of HSL. At the meeting 
held last August, the two new plants 
— the siting of which is in theoiy 
still an open question — were pul 
down for 1.5 million tons each 

Are these new plants predicatetf 
upon the idea, made familiar by 
what Dastur, Pitambar Pant and 
(last but not least) W B Reddaway 
have been urging, that each plan 
should leave behind ‘*a legacy of 
construction in progress” for the 
next? If so, the steering group has 
been particularly inept in presenting 
this idea as a capacity target distinct 
from the production target. The im¬ 
plication follows that the steering 
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group thinks nothing particularly 
wrong with keeping one-seventh of 
the country’s steel capacity idle as 
some sort of insurance against short¬ 
falls. If so, why did Suhramaniam 
insist on assuming 100 per cent 
production when it came to deciding 
steel prices last year against, be it 
noted, the advice of the Tariff Com¬ 
mission ? We will let this also pass 
and assume that the steering group 
civil servants have' ip their own in¬ 
imitable way taken over ‘the legacy 
of construction’ idea and made it 
stand on its head. 

IinpUcnliont 

Leaving aside the three million 
tons — 1.5 million tons each from 
two new plants which should really 
be described as Fifth Plan projects 
—how do we get the balance of 18 
million tons ? The plan unfolded 
by (or, more truthfully, to) the stee¬ 
ring group is as simple as this : 


2 

c 

a 

> 

I 

1 

Capacity m I 

1965^6 1 

(in million tom) j 

Capacity m 
1970-71 

(in loilfion tons) 

Estimated 

cost 

(Rscrores) \ 

TISCO 

2.0 

3 00 

120 

Bhilai 

2.5 

3 25 

75 

Rourkela 

1 8 

2 50 

70 

Durgapur 

I 6 

300 

140 

Indian Iron 

1 0 

) 90 

50 

Bokaro 


4.00 

600 


8 9 

17 65 

1055 


Before proceeding further, lei u" 
make a quick check on this pro¬ 
jection. The first objection to note 
is that the capacity assumed to 
exist in 1965-66 at Rourkela and 
Durgapui will be ready only many 
months later But then, one might 
be asked, what has current capacity 
to do with what is to be built ? The 
answer much depends on how the 
problem is viewed. TheoreUcally 
the construction activity on fur¬ 
ther expansion can be segregated 
from the work of bringing newly 
established capacity into production, 
but there are two practical snags. 
Do the plants have such large re¬ 
serves of managerial resources that 
they can earmark separate sets of 
personnel for the -two entirely un¬ 
related tasks ? A more important 
objection is that until production 
actually materialises from the in¬ 


vestment already made, the >reauU- 
ing shortage of steel will necessitate 
deticil-ixjvenng import? of g»^yery 
laige order. 1 be strain thrown upon 
the balance of payments will ma^e 
it extraordinarily difficult to raisp 
the exti:a resources for further ex¬ 
pansion. In other words, tfee aped 
tor maintenance imports will ept 
into project aid. In this .context, 
one may recall here that an offickh 
appraisal by the Planning Gommia- 
aion warns that the 1965-66 target 
of production is not expected to,be 
realised until 1968-69, the third 
year of the Fourth Plan. 

Notwithstanding the breezy decla¬ 
ration about massive efforts and 
Crash programmes to reduce the 
import content of steel development, 
the fart i.s that no sizeable cuts are 
immediately possible. Published de¬ 
tails of the Bokaro report show that 
41 per cent of the costs will be in 
foreign exchange by Indian estima¬ 
tes, and almost 60 per cent accor¬ 
ding to the U S feasibility study. 
Our own figures are the ones to go 
by, but the question must be faced 
that maximising the indigenous con¬ 
tent of one project is less diihcult 
than doing it wholesale for the entire 
steel development piogramme. The 
simple fart of competing demands 
for scarce materials, services and 
personnel has to be taken into 
acr.ount. 

Theie aie engineering units which 
cither ha\e, or can arrange by add¬ 
ing balancing equipment to have 
the capability of producing some 
metallurgical equipment. The ifs 
and buts must be noted : mobilising 
all this capacity for steel will mean 
denying it for other equipment 
building programmes. A falDricating 
unit working on, say. a blast furnace 
shell could be doing a chemie.ai 
plant instead. Even if this miner 
matter is overlooked, the full mobi¬ 
lisation of existing and .potentially 
available capacity requires a battle 
plan worked out in great detail - It) 
make sure that the bits and piepeS 
fit together. Equipment .manufacture. 
i.s essentially fragmented as- evidoKf 
from the fact the plant £or wi4i 
came from 400 different -sourceg 
in the, Soviet Union. Thl? battle 
plan' does not exist today; all wo 
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lWii#>'«'Wp^inlMipliUicQ ^,19^ 
WlM 69 iiq>t^ more or 'Ijim^'lM 
tljb& 4«i|me l^en Wim ^ edrea<iy (^g 
duty in halt a douien other paoeW 
urochibg, groups, task foryes,* l^ams 
,a^ fWii^t have you. .1 

* committees cannot pro¬ 

duce ,tte battle plan because wotk- 
it out reipiires many mand&ys 
li^rdi unremitting labour plus 
paiieqoe and cornpetence. Notie of 
tlieM three essentials have yet been 
provided or are even likrfy to b« 

J 'rovided. In the meantime,’ indivi- 
uat' manufacturers are pushing 
tiieir own ideas of how each can 
eontrilpite to this task, ^ti the ab-' 

' sCnce of a plan, piece-meal decisions 
on individual schemes will result in 
overlapping or even'duplication. That 
is less objectionable thdn the fact 
that New Delhi’s procedural hurdles 
will hold back progress on all; |my-< 
tbing that still comes through will 
be tbp exception. There is, therefore, 
no getting away from a sizeable 
' import content in ail. steel develop- 
' ment pre^rammes during the Fourth 
.Plan. 

This, in turn, means depending 
. once again on credits. 'Judging from 
the experience in the Third PlaU,' 
the .credits will come when the aid-' 
givers choose to grant them, and not 
>vhen we think we should have them 
to fit in neatly with our targets and 
time-schedules. One need hardly 
be surprised if aid-givers drag their 
feet until they can begin to sec some 
rcBuits, from the credits made avail¬ 
able for the current expansion pro- 
grauFunea, Since the results will be 
. late ill coming as confirmed by the 
Planning Commission appraisal, can 
, we really avoid once again a long 
]a^ between the targets we set for 
197D-?l.and what we actually rea- 
liM by that year? 

'A cognate issue is the financing 
of Bokanr. Going again by the- pub- 
Jidmd exoerpts from the Dastur re- 
jMttt,' the (onim exchange cost of 
tbe project is Rs 227 crores incur¬ 
red mainly between * 1965 -h 66 and 
|969, the peak construction years 
of die two stagUs into which the pro¬ 
ject has beisn divided. The ^um in¬ 
volved if not too large to arrange 
out of the aid that consortium coun¬ 
ty 'customarily grant, the impli¬ 
cit aasultaj^oh in all New Delhi’s 
prortouncements being that Soviet, 
bloc assistance will not be sought 
for Bokaro. But we have to rule 
out' not only Government to Gov- 
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but sdw Itbitf BricUmi pltu 
wiich teas^'Us .t^tb.h rat^ir' 'TBf-' 
tricted choice^ •nw jeUson is ^simplei 
as a British spolcesman jiuC. it, 
"Durgapur must Imve ^the iinf daim 
on our help”, ^iace^Bokaro’f nnaa- 
cing will, willy nilly, overlap with, 
that to be ’arranged for fourth 
Pltin expansion ..of Dtirgapur, this 
spolcesman warned against reading 
too mudi into the anxipus enquiries 
being made by plant and equipment 
suppliers vis-atvis. Rokm'o. As be 
, explained, even if the U K, Gov¬ 
ernment; could be persuaded to Sup¬ 
port bo'th, there would be a how) 
of protest from other British indtts- 
tries against putting all aid into 
the steel basket. ‘ - ' 

l 

Rs 2,000 OoiM for Steel ! . 

What this ofiicial said about' Bri¬ 
tain and Dhrgapur applies equally 
to West Germany and Rourkela, 
Aid for Bokaro can perhaps still 1je 
arranged he through credits 
from US,. UK And German sup* 
pliers and out of'the consortium 
assistance that France, Austria, Bel¬ 
gium, Canada, Italy and Japan pro¬ 
vide*. These six have together con¬ 
tributed under S ISO million in the 
best year so far. In each rase there 
will, however,' be strong pressure 
from their domestic industries to 
spread aid over a vrider field than 
just one project so that the benefits 
flow to a larger cross-section in the 
donor countries. 

Take Japan for instance, • Apart 
from its possible interest in a pig 
iron o^ratiop in Goa, the Japanese 
are being canvassed for a second 
shipyard, further ' fertiliser plants 
and the like. They might be .per¬ 
suaded to take an interest in 'Boka- 
fo but not to tile exclusion of other 
projects. 

This IS not intended to be a coun¬ 
sel of despair but to urge upon 
New Delhi some sense of piPpor- 
tiori Bokaro is, indeed, a must but 
then why weaken and jeqiardise it 
by rigging up a super-ambitiouf 
programme of steel development 
which distracts attention from this 
key, project? 

Before concluding, let us do a 
brief totting up of the costs of the 
programme as now proposed by the 
steering group. The e^ipansion of 
existing plants plus Bokaro requires 
Rtf loss crores — only within tlie 
plant perimeter and .excluding ‘ all 




. inasne* iHt. tfrpiinsioa. , 

■ outpiit ^ ^ million loitadA, Ifr 
-crores'for alloy'atedtsmbd'Ba^^cro' 
,re*;f(Mr ferro-aJleys, ^eseiAstre^v^ 
^tative figures- and will gp u{> itniltt * 

, atdntially in, several -cases. The ^jpAt; 
of. TODO per • ton,^o£ additional 
capacity hi me caM 'pf lexpamiqn * 
at new steel plwts may be a * 
ous under^timate since there is -nd*', 
built-in exansion potential, to. tap 
this, time. But .even <as the^fig|ires 
now .atahd, , the total ^reot cost ' 
on. plant and equipment will be of ,, 
the oSder of Rs 2000' crores,’'pre-*' 
empting ohe-eighth of the ^roposqd . 
total outlay on thje Fourth Plan. , 

We arc not -done yet. There are 
of course, off-site facilities like water 
and power to finance mu,ch Jarg^i' 
outlays required to raise Sxtra 
coal, ore and limestone? Whdt about 
the wasHeries and beiieficiation 
plants? Take coal, for instance. For 
18 million tons of ingot steel and 
4 million ton* of pigriron, 25 mil- 
lioti tons of washed coals or 4S 
million tons of raw coking coaj are , 
required, add to which 10 million 
tons required by merchant' coking 
pjonts. This totals to a demand of 
5.5 ^ million tons of coking Coal 
against only 16 million tons produ¬ 
ced in the Current year and the tar¬ 
get of 24 million tons set for 1965- 
66 

What will be the additional in¬ 
vestment required per ton of cok¬ 
ing coal 'to be raised? The figures 
for the current plan are Rs 20 lor 
expansion and Rs 50 for new mines. 
But these are all-industry averages 
which is well below what more dilE* 
oult mining of coki'ng coal requires. •• 
Iron ore production-will prerent a 
problem of similar'magnitude since 
some .30 million tons of ore will 
be needed against the level Of 12-14 
million tons expected to be attain¬ 
ed by 1965*66 for domestic use. 
Investment required per annual ton 
may be gauged from the fact that 
private sector development has call¬ 
ed fw outlays of about Rs 13-15 
per ton against Rs 4Q for public 
rector Kiriburu for which' .alone 
data are available. , , 

One need not go on further s'ncte 
this should suffic 6 to an idea 
of the resources prCppsed to hi pre¬ 
empted fot the one. single awewt' 

6 f iron And steel.. This k anything 
but responsible, reoUstie pfaotiiwg. 
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Patter or Pattern ? 


’J’O the delight of the cytiice, fti® 
newspapers here carried the 
pictures ot the Soviet cosmonauta, 
Valentina Tereshkova and Andrian 
Nikolayev, who had succeeded in 
looking beautifully bourgeois and 
respectable on the occasion of their 
marriage in Moscow, on the same 
day as the stalwarts of the Con¬ 
gress Party gathered in Jaipur 
were reported trying desparately to 
appear radical and revolutionary. 

In a sense, the cynics have a cer¬ 
tain justihcation for their reaction 
because increasingly it is a fapt 
that jirominent persons ‘play to the 
galleries’ and are seldom them¬ 
selves. Visitors to the Jaipur ses¬ 
sion of the AICC were left wonder¬ 
ing whether the procedures wc» 
mere patter or whether they repre¬ 
sented the emergence of a new 
pattern of thinking, 

CongresB Socialism 

Long before the stalwarts headed 
for Jaipur, it had become known 
that the Prime Minister desired 
that the final decisions on the con¬ 
tent of Indian socialism be taken 
at the annual conference in Bhu¬ 
baneshwar. This robbed the pro¬ 
jected debate of much of its interest. 

But Subramaniam, who had been 
entrusted by Nanda and Jagjivan 
Ram to draft a definition of Indian 
socialism for discussion, did not 
put his best foot forward. He pro¬ 
duced a collection of cliches, nega¬ 
tive and meaningless, which offen¬ 
ded the socialists and stirred them 
into action. 

Alternative drafts, including one 
by K D Malaviya, were soon cir¬ 
culating. Subramaniam’s ideologi- 
cal in'-oherence was about to em¬ 
barrass the national leadership of 
the party. Promptly, the tentative 
official draft was confined to the 
waslepaper basket and the Prime 
Minister pushed his lieutenants to 
produce a careful selection of 
words which would rapture the 
mood of the rank-and-iile. 

Afcustomcd to coining phrases 
which are multi-interpretational, 
the secretariat produced a draft 
remarkable for its flabbiness. In- 
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deed the Prime Minister, demora¬ 
lised by the effort, and prodded by 
Malaviya, admitted the failings of 
the draft and agreed to circulate 
for discussion the alternative drafts 
and amendments together with the 
official document — a pointer to 
the utter ideological confusion of 
the ruling group. 

Foreign" Policy 

If the Congress chieftains could 
not define the socialism by which 
they repeatedly pledge themselves, 
the performance on the foreign 
policy resolution was even more 
pathetic because no one, not even 
the Prime Minister and Krishna 
Menon, took the trouble to high¬ 
light the new factors m international 
relations and how these would in- 
.fluence the policies of the non- 
aligned. 

The absence of this serious ap¬ 
proach encourages the infantile’ 
propaganda about our ‘success’ in 
isolating China, nourishes the feel¬ 
ing that Pakistan’s present wooing 
of Peking is a temporary aberra¬ 
tion, convinces us that our position 
IS more-or-less undamaged in Asia 
and Africa, and persuades us that 
we can go on prattling about non- 
alignment without a sustained in¬ 
ternal political and economic effort 
aimed at self-reliance. Pterhaps, in 
future, an intelligent alternative 
draft resolution should be kept 
ready to silence lazy pontilication 
by the so-called experts. 

Soeeches at the session on the 
need to reorganise the base of the 
party, to break groupisin and fac¬ 
tionalism, to probe the various set¬ 
backs the party has suffered during 
the past year, and to denounce or 
acclaim the Kamaraj Plan, betray¬ 
ed an extraordinary unawareness 
of the rrril nature of the ai'-nem 
which afflicts the Con'o-Asg Until 
the members of the AICC confront 
boldlv the orvanisational challen¬ 
ges, they will be unable to under¬ 
stand what ails the party. 

To argue, as the leaderj, 
the Coppress has no ri<'ht and left 
wings, (only •srroitp''!1, and to 
get the so-pelled radicals to claim 
somewhat defenafvely that the party 


I 

provid^ an umbrella for all (ate/), 
underlines the opportunism at the 
highestllevels which is sought to be 
passed \off as profound political 
understanding. 

Of course, it mav wel] be that 
the very nature at the Congress 
Party toljiay prevents it from mov¬ 
ing into ia socialist age which de¬ 
mands ckrlty of objectives, the 
capacity v get rid of those practi¬ 
ces which hinder a break-through 
and the Ipurage publicly to test 
and reconstruct political and eco¬ 
nomic contepts in the light of ex¬ 
perience both here and abroad- 
Visitors to ’the Jaipur session 
birned witi the impressSoti ' that 
the ruling party is now heavily in¬ 
filtrated by ,men whose sole pur¬ 
pose has htcome to use the ma¬ 
chine to advance themselves into 
ositions of profit and patronage, 
ocialist patter helps to screen w 
reality. i 

Th^ Barometer 

Clearly, tha^ barometer of think¬ 
ing in the busfciess world, the stock 
market, has c(^ to the same con¬ 
clusion. Speculative shares, which 
collapse with every report of. a 
Chinese or Pakistani military 
build-up, continued to soar as tl» 
Congress big-wigs spoke ,- of the 
egalitarian socialist society dey 
were determined toi bui'd. And 
when the Prime Mipister announ¬ 
ced that decisions on the definition 
of Indian sociali.sm would be taken 
in January at Bhubaneshwar, the 
little tension that remained aleo 
ended, i 

Returning from Jaipur, the Pri¬ 
me Minister ce.n no longer delay 
the business of reorganising his 
Cabinet, Parliament Is due to re- 
a.ssemble on November 18 — and 
it will take a dim view if the coun¬ 
try is still saddled with the pr^nt 
lame duck government. No expert 
is required to tell us that we have 
been without a lunctioninf^ govern¬ 
ment since the first announcement 
of the Kamaraj Plan at the hemn- 
ning of August — that is if TTK’s 
activity in the Finance Ministry is 
seen as an inevitable ‘scavenger’ 
operat^n, ^ 
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ittqiMuir 

Bflii>ethij)g , ^Meh ias ^beeu 
nim-^xitte«t for ,m&ny yoars. ^Ui^i. 
'Uliia is achieved,' there will 'Ife (he 
usual danger of mhustera, no mat* 
ter bow like-minded they mig^t be, 
forking independently of' eodi 
other and often against each other. 
We can- claim much practital ex¬ 
perience in this rather specialised 
field 1 

Activisation ^ 

It would be logical tf e3q>ect 
the Congress Party to activate it¬ 
self during the coming i montha. 
The socialists within the party in¬ 
tend to press forward with {what 
they call) ‘the victory’ registered 
at Jaipur. At Bfaubaneskwar, they 
hope to muster in full strength to 
force through a coherent socialist 
programme. And, for (once, they 


he 'jgiia 

the ocKiunltteb aa effatri 

7, Will he spj^liih' (tte , 
talehta of all those cMef la&iistere 
and imiqistera, at the Centre Md ’ 
in the States,^whose sona ate 
fortably settled in' biuintes ? Or 
will he settU for those chief minisf 
ters and 'ministers who have made , 
their own fortunes and art^ satiat- 
ted ? If .he .decides against, theke ' 
-categories, where will be find the 
‘heavy-weights’ to undertake ritky 
and dangerous anti-corruption ope¬ 
rations ? ‘ ’ 

The 'rot has goiie so dtep that 
only - a cominittee comprising of 
the mo^t fearless, and' fplly em¬ 
powered to take acdon, could hope 
to be effective. ■ But such' a com¬ 
mittee will never be created if the 
Congress leadership refuses to look 
beyond its perrohery. Will Nanda 


have a leadership whim can com- see this point f He can,’ because 

, , ... -r-L - 1_‘ ___ UU* _—I 


mand some national at|ention. This 
socialist thrust is bound to be 
countered by the nukierous anti- 
eocialists within the| party who 
were caught napping; at Jaipur. 

Then again, battle of the ‘wings* 
or ‘groups’ or ‘factions’ or ‘indivi¬ 
duals', ‘right’ or ‘left’, ‘radical’ or 
’conservative’, ‘prwNehruist’ or 
’anti Nehruist’, ‘pseudo-Nehruist’ or 
*neo-Nehruist’, will bear heavily on 
die ideological discussions now join¬ 
ed within the Praja-Socialist and 
Communist parties. This is all to 
the good, for we cannot continue 
as we are. 

Some such vague reaction also 
comeo in the wake of Culzarilal 
Nanda’s' decision to set up an anti- 
cotruption committee. Interesting, 


he has no past te hide. An excel¬ 
lent opportunity and, perhaps, 
the last. 

Nepal Vlail 

With the Prime Minister, visjbly 
ageing and .unable to break away 
from the pressure of internal pro¬ 
blems, President Radbakrishnan 
finds his quota, of foreien travelling 
on the increase. His Visit to Nepal 
is intended to repair the damage 
of several yedrs of confused diplo¬ 
macy. From' what ran be gathered, 
our mission in Kathmandu badly 
n«d8 a face'lift and a brain-wash. 
And a start has to be made from 
scratch, for surprisingly enough 
postings to the mission continue ]to 
be regflrded as a kind of punish¬ 
ment of two years’ duration. 
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' ildv' dn 

• ‘ae«h ■' to f'.'lfloM ' 

-taea^via on.'ihia; ' 

4 ^ a. d^da afto And ash 
ttearly aa ihcon^iftent. Proj^ m 
•till, hopelessly behifid a^heduK- 
dtepite the Bpt^- 4 ip otdhted by 1^1 
Bahadur Bha^ durJ^ hu .last; 
visit ' ' ‘ ' ' ’ ' ’ , ' 

' We have yet to' realise that dW. 
problama of the ten miUiim* ln» 
habitants of Nepal 'are,. in ,a teos^, 
oiir problems and khould' receive 
top priority. f^rhajtt, President 
Radhakrishrutn lyill have sqmethiaf 
to say about all on his Mtum. 

t 

Another ‘Review* 

In the meantime, however, the 
Ministry for Extern^ Affairs has at’ 
last stirred itself tq produce a fort¬ 
nightly journal, Indian and For¬ 
eign Review, which will speak for 
us. What distinguishes it is its 
lack of distinction. - It looks terrib¬ 
ly like The Peking Review, is prin¬ 
ted’ indifferently on airmail paper 
with lay-outs which recall the ex¬ 
pertise of the last cmtury, and 
collects a number of articles whiqh 
contain little that is pertinent or 
nr!i»inal. Another wasted effort. 
AH patter, no pattern. 

Tongue-Twister : Whoever coin¬ 
ed the word Shiksha for the joint 
air exercises ? Those poor crews 
from abroad are having one hel¬ 
luva time ectting that word otit of 
their mouths. And when it comes 
out, it is much misunderstood 1 
Shuh ! 


underestiincue the enemy 

Chinese troops are still massed on out 

Northern Border, , Be Vigilant ,. 

X9UR PISCIPUME IS INIHA'S STRENGTH 
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Foreigli: Pcilfcy Feelers 


''I^RINC ^ to Wo ye^rs Japan 
'' iiaa been Unusually, peaWlui. 
IW standard of livl^ baf gradually 
llaen so-that the dndetc is now at 
iaast per cent higher than at the 
Obrresponding period last year and 
the economy is still ra^dly expand* 

' ing‘. Prime Minister Haystp Ikeda . 
reUendy claimed that the GNP, has 
Wcreased to billion' Yen . from 
1!2| billion Yeh in 1959 and foreign 
trade from 7,500 million Yen to 
10^600, million Yen* This is roughly 
twice the rate of' expansion of total 
world trade. Ovej a million new jobs 
have been found and employment 
opportunities are still increasing. In 
fact, the difficulty that industrialists 
are finding in recruiting workers 
continues to bother the Keidanren, 
the Federation of Japanese indust¬ 
ries. 

No Ouutandlng Issues 

On the political front there have 
been no outstanding issues which 
have deeply disturbed the popnla- 
tion at large such as the demonstra- 
.tions two years ago. The Liberal 
Democratic Party will probably dis¬ 
solve the Diet next month with con-- 
fidence that they will be re-elected 
with the same majority as at pre¬ 
sent. The Socialist Party is much 
more clearly wedded to the theory 
of the Welfare State, and the open 
, discrediting of the Communist Party 
at the Gensuikyo anti-atomic bomb 
meetings at Hinjshima has tended 
to strengthen the , present middle- 
of-the-road leadership. The reCent 
International Sports Meet, which 
was he’d at exactly the same time 
as the Olympic Games will bt; held 
next year, have proved very success¬ 
ful in an organisational sense with 
no major difficulties other than the 
relatively poor showing of the Japa¬ 
nese athletes, theihselves. This has 
tended to strengthen the confident 
attitude of Ihe (^vernment. 

The increased government confi¬ 
dence, it appears, is going to result 
in a more forthright attitude on the 
part of the Liberal Dempctatic 
Party towards expressing its reai 
feeling^. On the home front .there 
hs likely to be imrfeasing control of 
editpaticm with a higher degree of* 
Centralisation.* Text-hooka are, to he 
apfOroved by the CentraT .Miniatty. 


Ecpnomicallyj-greater’presBure is to 
be.,exerted on certain large enter¬ 
prises' to lower prices with increased 
prcAiuctivity. There will also be 
grwtor control over the retail ^ces 
ol'food, especially .vegetables and' 
meiat. . 

;]^t the most sigmficant changes 
are likely to be in the field of foreign 
pc^icy. During tfieii last year Japan 
ha^ refused to sign ithe agreement 
between Cahada and the United 
States and herself,, perpetuating the 
inferior status of Japan in North 
Pacific fishing. Japan has demanded 
that a definite policy’ must first of 
^11 *1)6 laid down for ^e fisheries as 
, a whole after which discussions can 
be; carried on ^an egual basis. But 
it is in the fidld of Japanese-Chincse 
relations that the greatest interest 
is likely to be eu’oUsed.'As your cor¬ 
respondent mentioned in a previous 
article, each political party in Japan 
is divided into a pro-ChineSe and a 
pro-American or pro-Russian group 
and individual members' attitudes 
towards closer relations with China 
are often totally unconnected with 
the political ideology of the party. 

’Unofficial’ Contacts with China 

During the last five years there 
have been four prominent members 
of the Liberal Democratic parly — 
Matsumura, Takenosuke, Ishibasbi 
and Okazaki — Svho have unofficially 
visited red China and, been received 
by Chou En-lai. A report on the 
earlier mission of ' Takenosuke was 
published in this joui'nal. At the 
beginning of these Visits, the rulir^ 
clique of the Liberal , Democratic 
•Party publicly and ’ ostentatiously 
dissociated itself from anything these 
important businessmen Were doing 
and re-asserted that Government to 
Government trade witfi China was 
quite impossible but that if private 
arrangements were entered into by 
individuals that was another matter. 
Last year a contract was entered 
into with China by which a valu¬ 
able, vinylon machinery manufactur¬ 
ing plant was to be set»up in China 
on -credit. Although nominally a 
private srrang«!tnent, it became clear 
that the credit terms and negotia¬ 
tions had .the blessing of ,the Gov- 
etfiinenti ' .', 


Recently Ishibasbi, a Diet member 
and important industrialist, visited 
Prime Minister Ikeda to obtain his 
blessing for re-election. When he 
was asked by a reporter whether he 
was not too old {or re-electibn he 
Stated that his dream was to create 
a treaty of* alliance and friendship 
between the United States, the USSR, 
Cionnaumst China and Japan and 
that his Diet membership was neccs- 
Bsry to bring this about. To matiy 
Japanese conservatives this does not 
aj^jear impossible. From this point 
of view, the recent Test Ban treaty 
between the USSR and USA appears 
a glorious star in the sky giving 
greater initiative to such a country 
as Japan in bringing the Qiinese 
into the picture. 

Assets and Uabilitles 

Outwardly the foreign policy 
appears the same as last year. The 
speech by the Japanese Ambassador 
to the United Nations on the admis¬ 
sion of Communist China was an 
extremely forthrjght condemnation of 
China's militant policy and extended- 
uneqmvDcal support to the Nations- * 
list regime in Taiwan. Yet Prime 
Minister -Ikeda has come hack from 
his Southeast Asian trip to the 
Philippines, Indonesia, Australia 
and New Zealand full of determina¬ 
tion to take a more active role jn 
world ^airs. Japan is in a very 
peculiar position in Asia, quite un¬ 
like any other country. Some of its 
peculiar features are : 

(1) veiy small expenditure on 
defence, ;ahhoiigh this will rise 
rapidly In &e rmit feiit years; 

(2) an econc^ic potential which 
is rapidly ^pending send a pattern 
of export tr^e Itied very closely to 
countries ofl the west; there are 
fewer and fewer things which Japan 
requires in the Way of imports from 
other Southeast Asian countries; 

(3) eight-hundred yearn of conti¬ 
nuous contact with its big Chinese 
neighbour without being absorbed 
or being invadedarid 

(4) snecial relations with the USA 
through beconimg its p^'otege after 
beirn invaded, and defeat^: and 
snecial relations with the USSR 
during tbe last RQ yeius as an enemy 
and as an ally. 
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tIuBBe points are all on tbe p^i- 
tive side. On the negative aide is 
the undeniable suspicion in which 
Japanese are held over most of die 
world because of the ill-advised 
ioreiign policies they have pursued 
in the past. To go back no further 
than the beginning of the Chinese 
revolution, the Japanese foreign 
office tried simultaneously to support 
both Yang Shih Kai and Sun Yat 
Sen only to finally support the for¬ 
mer just as he was defeated. In the 
falDoufi unequal treaties with China, 
instead of supporting Chinese natio¬ 
nalism and thus achieving prestige 
as an Asian liberator, she threw her¬ 
self in with the western powers and 
got the worst of the bargain. In 
retrosjaect also one can see that the 
“Manchurian incident” and the 
bombing of Pearl Harbour could not 
possibly have been successful in the 
long run backed as it was only by 
military power w’thout the necessary 
cunning to go with it. Only in the 
administration of Formosa can one 
say that Japanese plans beyond her 
own borders were successful. 

Past Mistakes 

Since the signing of the San 

Francisco Treaty, Japan’s foreign 

relations have been almost entirely 
confined to negotiating good terms 
of trade with the United States and 
trying to recover her territories 

from the USSR and the USA. 

Apart from these activities her for¬ 
eign pio’icy has been marked by a 
total absence of any sort of politi¬ 
cal or moral continuity. The Karel 


images created by Japan in Sioutli- 
eaot Ada. 

It is extremely difficult for the 
Japanese to understand the image 
of themselves in Asia, for they tend 
to think of Asia as essentially non- 
Japanese and non-western and there¬ 
fore not very important. Since the 
Japanese themselves have had an 
occupying American army on their 
shores for many years without any 
major resentment, except among a 
few on the extreme left and right, 
they find it difficult to believe tliat 
other Asian countries do not have 
the same attitude towards the Japa¬ 
nese army. 

A case in point is a pamphlet to 
which I have recently had access 
called “The Recent Situation in 
West Irian” published privately by 
a non-government Japanese group, 
mainly consisting of business firms 
having connections with New 
Guinea. It advocates independence 
or U N guardianship for New Guinea 
on the ground that the area is not 
Indonesian in culture, language, etc. 
But this pamphlet also advocates 
free settlement of Japanese in New 
Guinea on the ground that the na¬ 
tives of New Guinea had been 
taught how to get salt, how to fish, 
how to plant vegetables and even 
how to count by the Japanese. No 
mention is made of the countless 
cruelties that the Japanese soldiers 
perpetrated on the natives on the 
ground that they were an inferior 
race. 


Japoneae' am swl'y 'oMripiilaA’ <b • 
hoar- that Southeesf Asiana still 
fpnember the doings of their 
soldiers during the war. One can¬ 
not but feel that Ikeda u Ukely to 
under-estimate the strength of tlds 
feeling if he becomes involved in 
any important issue to which he has 
oommitted fiimself. Singapore is 
unlikely to remain an isolated case. 

However, from the opposite point 
of view, it cannot be denied that 
Japan has certain major assets in 
foreign policy in the sense of eco¬ 
nomic and cultural connections. 
These are strongest between China 
and Japan and between the USA 
and Japan and they are weakest in 
Southeast Asia. Yet it appears 
that it is in the troubled waters of 
Southeast Asia that Ikeda is first 
going to plunge. The mishandling 
of the Singapore incident and the 
easy way in which debtor Indonesia 
manages to use Japan does not give 
rise to any great confidence about 
his success. 

Only in relation to China does it 
appear that a foreign policy re¬ 
alignment of Japan is likely to be 
successful and if Japan were to 
succeed in bringing China into the 
circle of nalions who have signed 
the Test Ban Treaty in exchange for 
some practical concession in inter¬ 
national trade, this Mould he a 
diplomatic triumph of the first 
order. Japan could give such a 
concession without losing fare in a 
way that Russia or the United Stales 
would not be able to do. 


Dorman incident in which a Dutch 
aircraft carrier was denied refuel¬ 
ling facilities in Japan after permis¬ 
sion had been officially granted for 
fear of pressure from Indonesia is 
a case in point. The demands for 
compensation for Chinese civilians 
murdered by the Japanese military 
in Singapore is another case. The 
discussion eventual’y hinged on the 
legal argument that Britain had re¬ 
jected liability on behalf of her 
colony. But it would have been 
more realistic for Japan to have 
immediately accepted responsibi'ity, 
leaving details to be worked out 
later. With such a record of foreign 
pol’cy, it is only to be expected 
that if Ikeda hopes to develop an 
image ol a world statesman he would 
pin his policy on one of the four 
assets of Japan mentioned above 
while playing down the negative 
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J^iiitHer the D M K ? 


^^|*hE P K 0 b4b, C N Annadorai, 

.'.gave away iaere than he ima- 

'gined vrheti he outlined the resaoiis 
iotr surrendering the eeceni^nist 
of his ^arty, whidi wa« ofli- 
dally prodlauned its rmson d’etre. 
He wrote: 

“The problem before us is: How 
are we to accommodate the- theory 
of aelf-govermnent within. the 
framewori^ of the anti-seceasioa 
Constitutional amendment? 

'T wiU. straightaway concede 
that it is impossible'for any party 
to reject or refuse respect to the 
anti-aecession 'Constitutional amend¬ 
ment. It its, therefore, improper to 
suggest to the D M'K to challenge 
the law.,, If, on the other hand, 
it deddea to challenge the law, ipso 
facto it would mean the end of the 
Kazhagam as a political entity. The 
moment it violates the anti-secession' 
measure it would cease to exist.. 

I have not become the General 
Secretary of the partv to preside 
over its liquidation. So the Kazha- 
gam’s constitution would be so 
altered as to bring it in conformity 
with the law”. 

In this statement Anna (elder 
brother) as his fo'lowers, the Thorn- 
bis (younger brothers), call him, 
frankly admitted-what almost every¬ 
body had' known all along. The 
Dravida Nad slogan had not been 
meant seriously, embracing as it'did 
not only Tarailnad but Kerala, 
Andhra and Karnataka, in the last 
three of which States the D M K 
did not enjoy more than an utterly 
peripheral influence. The slogan 
expressed the combination of the 
Tamil chauvinism of sections of 
the Tamil middle class and the 
desire for dignity and status of the 
semi-submerged non-Brahmin strata. 

Motive and Mentor 

Nor is this all. The parent body 
of the D M K — the Dravida Kaz¬ 
hagam (D K) with its eccentric 
leader, Periyar Ramaswami Naicker 
— had also stressed secession. Anna 
and his Thambis had broken away 
mainly because Periyar was not 
willing to countenance his fo'lowers 
participating in such forms of poli¬ 
tics as elections, running municipa¬ 
lities, trying to form governments 


hn'd like. Secessioh was not the 
reason for the schism; the desire 
tor political power was. Anna had 
set hh sighto on the Chief Minister¬ 
ship of '1‘amilnad. in making his 
decision, his guide and mentor was 
Rajaji. 

In dropping completely the 
seees&idnist' slogan the modvation 
and the mentor, pre the same. In 
' order to exist no party and its leader¬ 
ship can afford to give up the rea¬ 
son for Its existebce. If a demand 
is popular and if it reaches out to 
embrace a good third of India, fac¬ 
ing a ban and iMuriug.. .official 
displeasure woubfliot be overwh^irt-- 
ing deterrents. Anna and Rajaji 
have always been short-term rea¬ 
list#;' if we wish to avoid using a 
sttonger term. Hence the evolution 
' of the -D M K now officially into 
the chief constitutional opposition to 
the Congress in Tamilnad with the 
glittering prize of Ministry-making 
as the perspective for the- Fourth 
funeral Elections. 

What Next? 

Of course, the aim officially now 
is the formation of a closer Dravida 
Union of Tamilnad, Andhra, Kerala 
and Kabnataka with as large powers 
as ^ssible within, the framework 
of the sovereignty of the Constitu¬ 
tion. When asked bow 41ms differed 
from the Dakehina Pradesh propo¬ 
sal suFPesfed by Raiaji’ Anna said 
that Rajaji wa.s for a unitarj' 
arrangement while the Dravida 
Union would have-.a federal struc¬ 
ture. Nobody is particularly bother¬ 
ed about these nuances of meaning, 
onoe secession is officinny off. 

The crucial question is where 
Anna and Rajafi intend taking the 
D M K next. Anti-Hindi agitation 
and ceremonial burning of the arti¬ 
cles of the Constitution relating to 
language are the immediate cere¬ 
monies to be none through. These 
cannot be indefinitely indulged in 
nor can thev represent any point of 
denarture. Rajaii hgs always been 
cle-^r about where he w-onts the 
D M K — as the Tamilnad branch 
of the Swatantra 'Party, .This -has 
been his strategy on an all-India ■ 
scale: the Raja of Ramgarh’s party 


in ‘ Bihar and the Ganatanlra Pari- 
shad in Orissa were neatly swallowed. 

The D M K may tread raon slowly 
and Rajaji may be more wary but 
without its conversion into the local 
unit of the Swatantra, neither has 
much of a future in Tamilnad. It 
seems to be a feature of Indian 
politics that parties with a strong 
regional bias and popularity inevit¬ 
ably tend towards some all-India 
form as the next stage of evolution. 
One can hazard the generalisation 
that while regionalism will be a 
power for a very long time, regional 
parlies will have a much Sorter 
span of life. 

Leftiun Not to be Given Up 

The D M K, unlike the Ganatantra 
Parishad or the Ramgarh party, has 
had about it the aura of radicalism. 
Only the other day Anna again 
insisted that friendship with Rajaji 
did not mean that his party would 
not work as a leftist force. Such 
Btatemente are a reflection of the 
fact that, chauvinism apart, much 
of the mass influence of the DMK 
has been the result pf its leftist 
demagogy and Its identity as a 
champion of the down-trodden. 

Insofar as the G>ngres8 has been 
the Estahliehment for full fifteen 
years it has heeti easy to equate radi¬ 
calism with anti-Gbngressism—espe¬ 
cially in view of the record of Con¬ 
gress rule. With ..the emergence of 
a conscious, on^anSsed Right and 
with the beginnings of oppn polari¬ 
sation in the Congress such an equa¬ 
tion will not jb* easy to justify. 
With the Communist Party evolving 
to a position of the advocate of 
democratic unity on the-basis of a 
democratic programme, not too dis¬ 
similar from whgt the Congress 
seems Once again to be drifting to¬ 
wards —■ apd which has the sanction 
of the national movement — it w'H 
be still more difficult for the DMK 
to pretend to a pose of leftism, ally 
with the Swatantra and justify all 
this in the name of the need to 
overthrow the Congress. 

The DMK rank-and-file and its 
mass following are already restive 
and they are likely to grow more 
eo in the near future. They are be- 
gitming to see where chauvinism 
and indiscriminate anti-Congresaism, 
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gppean fp be aet^ io ja tdn pftrtkb. ^ , .ESS % mi^U 

Aat have nolMnade 'total ooomU^ itet .«aoaaa^%^ 

mente to «b idftolagy and a fJumU$ av feUlMMMK ' 


BUf^NHJR 
A PORTRAIT 
IM STEEL 


A bmy rt a eli awai, Al>^A the f» o btaia » 4»y. 

• ft)«p>Wfor,«M dMailMaOf#aw»ow> WAanaaftr 
liM Olid wonktiaw day afta at gl a . . Allof turn iMnlc. hi 
tartM,flr fiMi<>>flnd'iaM«Maat, LlntPa,. 
Via lau than tan yapn ago, tha rated caiKiNd cpnoeHy of 
terapurwa about ^ o mttloa )ani aF eradb^adl ftiid ft 
■ ehiidaT «iean%'«f pig trail. A twfto^ dHtMOiiftn 
'ftrognMwwIiM Miwe roftyt ftaaftftl ‘praO uifta p-iai 

' dtaJRtagratadflaaraiarllitftl ladiioniftniat 
" ‘ arada Meal pnt. M a ii l H aa twwV p<g trao, 
fha wftft W a y ftddMoay aapMoget 
con OHpondjtradiwtlon farther, 

. by onoihor i^ien loat of it^ 
* ■ ^ daoedbe.’ 
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, , -y, --« a partyi ftj big iMKmki /ar '6^ baaineii, Ut it bh to and tUy to opet^ tmd' 

Jetemtfyi' J/‘it it to be a pwrty Mike poor and for the Podt-d 'tkatdd' seriously get^down to orgamting the 

‘ • * • . • -■ ■ -• _L J, „ JL__ .* 1 . _f- hL^ __ 


‘ ft 'diehbaipdit iti'ut^be 

itttmfiyt' ff‘4t it to be a party Of^ the poerr fnd for the popy .U should' seriously gtd^douin to orgamting the 
tmjppi ppm'hh^htiheieM udbtm yedik to Itd^eiuhlhm matter to mae seetiam ^ the pes^pkii 

/ f lP§tikpetihtmmi»dehildh^afhattit&ii^iMttmiest ,ff)iad, 

‘ temetd^'iehie& ie never ttttksd w objective term 

i§m»r.MJef PtJmttli. £ttt. dttu —■'^-- * Jw ttemtt s J' La.> 'pJL^ >■ n^i ««aA 


Of vague geeercUitias, a»M 

^^gfnMttmomseesme/eeigee! urfsm suotms«mg'uinw^ ur aofior mmeo •» uajetui'e terms. If the Congress pursuett 
phdbi, ^ ]|| ^imfg4p^1ge/4itt»bid' ^iath. the. riek. and the pear in a- not very dietatu future. \ ' 


Phst^hu&hmidlStmk iiuiki^Hat! &MK buHt ha. « «enw of ,,a$mpr<muses in p)hich the poor, have beeitt 
ai0isteady.an'aU.lieidl9gksMhi ttm fjimndtdiaM>^efthis, mmdf^ aompromise are Houl being ehallenged ' bp ' 
d/uteextiemisti pf Uj^.amkeipi^'bcdh^intUimLatti extertud. tL k time the Congrats party restates, ile purpmtt 
gnm chatties bttwein Pdemiki smdMttet! 


XW 5 Kanmraj fktn'k wictotilMiy.' 
ll^tituAting the 

wag m^ant to liquidate; , J[t'iuui,ei^ 
paiflit the isner weaknesses of the> 
^9jpes8 party to public view and 
factious fights usuall^y 
cctpi^ted behihd the scenes out in 
niaii^ mieeUnra. This was, of 
ci 9 urf«i expected by. adl who did 
not choose to wear ‘blinkers. For 
the Actions in; thf Congress are 
teal' and cannot be widied away. 

r 

^e *GMat* Renvaciatioa 

Hla only merit that one can now 
see for the Kamaraj plan is that it 
wof simple and dramatic, mearit to.; 
impress simple people dramatically. 
Peopla were expect^ to realise with 
a sltRcic that, their im^ of the 
■ Congress'was all'whmg. Only yester. 
day, merf saW in the Confess just 
a group of old people' during to. 
power for:. God', knows wiMt'. pixrposei. 
getting used' to privileges- and asdt' 
life, securing jobs and contracts for 
relations and' favouritest Ahd tl^, 
were found bw^ quarreJiag; with 
other olct people^'who (in tlxir tunr 
wanted to^ enjey the' coveled privi¬ 
leges ‘ themselves. Ancb sudmly 
with this, tnagte plan people were 
expected te see wkliTth^-sy^ 
op!^ that the same'people renmnee, 
yes, actually nenoance,' everything' in 
an outburst of Gam^an ferraur 
and go into tbe wilderness to... to 
restore thts iuMip ^ ^ 

fore the pubM' Wat it expected 
that the minhfteiial renunciation, 
and journey inio-^the unknown in a 
third class railway carriage without 
bearers and officials < in attendance, 
yrould chan^ tW$ inafOtof/^ 
party from thto-sHtny, sthirag peis- 
|iool ‘<d the present and restore it 
to its pristiho purity? If net, what? 
What was the' putpose of it all? 

i’ , ‘ ' 


What, was' the good.' aintsd at by ra> 
^Bidng. a, few old familiar faces in 
: Iww D^i- at^ variaua State ^i- 
' talk 1^ another buncdt.'of eJd fami¬ 
liar faces, in New Ihslhi and various 
Stete. oipitala? Dentate rituations 
no doubt, call’ forth deaerate leme- 
- disB. but what if these an deiperate 
but nsp' remedfea at: ail?' For how, 
is the basic’mdaiaB fbcan which ihe 
CoRigmu pmty suffersk.and ha» been 
suffering' omtaioly. sino! Utdapand* 
eaws a-mahuM whidbt showed itsrif 
when it first tasted power In. 1937, 
been touched by tkie.< forced spatp. 
of .maunciation and'reiactaat.ao^- 
■jl^RCio of' party work, by, a tent at the 
/top?’ Whet is, by toe way^ the Wtolt 
.of the CbngresB ptoty as a- Party? 
What, is. its role now?. 

Between 1937 and 1947 

If Pandit, Nebru searches among 
his papersk he-, will Bad. a letter be 
had written, to Mahatma Gandhi a- 
few months after the Congress oalhe 
to' power in, 1937 in seven of the 
elcyen provinces of what was then 
British. India, In that letter, he had' 
mentioned: the speedy disillusion- 
nant of the people, die alliance of 
the. Gongtew nunisters with the in¬ 
dustrial^ ■ their ■ unconcern for 
youth and- hostility towards labour. 
Hft had' written of his own bewilder* 
‘meat at the use of the police by the' 
Congress liiimstries at the slightest 
provocation given by students or 
labour. He had even resented Such 
outrages. That Was just after 1937. 

What has f^appened since then? 
The Congress resolved in favour of 
“Kisan Mazdoor Raj” in 1940 and 
’vroat into wdderness. The years of 
war intervened, and the British. Raj 
with its characterisdc concern for 
the future self-government of India 
withdrew the Congress leaders be¬ 


hind prison haig. The war ragpri 
around thp fpoBtfexa at b>4ia, whim ' 
. dm oouptcy waa. attauji^' by infiik- 
tioo; seari% and pixmtoaring and 
all-round.-ooroap^oni Ute Cmgtm 
leadexx carried oa dtoic protetik 
agaiist' tbft war/ safbly’ lo^ed ^ 
^eir prnoQs;’ Aftar tbei war andU 
year of'.S&uiitn-LeafUft terror, egmi 
partitioti and ind^i^dence ia th^ 
order of ^arity< The eritwhife 
prisonen. to the Raj -wen installed. 
in power by. an aa'of the Britidh 
Parliament to’^ rule anse- an Bidiki 
ravaged by yearn, of soan^ and 
famine;, her middle- classes ruhtsid, 
by spindling inflation, her channete 
of trade,chocked and dutorted'hy 
boarding;, her small acrisatH foroeo 
out of occupation b^j the lads of 
neceSsai^ raw materiatk, and with 
an administration corrupted by infla¬ 
tion on dte> OKO band and unchall¬ 
enged use. of arbitrary 'power oin 
the othm And’ to tojj it all. the 
country was passing through the 
most cruel civil war known in hu¬ 
man hiitory. Refugees in millions 
from East and West Pslustan were 
pourings; ifi with romplatriy'different 
sets of problfma. 

Congr^ OH', htev Bwen tVfCd 

We all know hiOw- far these pro¬ 
blems have been solved. No doubt, 
the combined I6ad of these problems 
has been crushing, many of the pro¬ 
blems being rooted in our history. 
There could be no easy solutions for 
many of them. If the Congress had 
gone down in tackling these mani¬ 
fest social evils, and economic mala¬ 
dies, we could have bad no'other 
CTiticisas. to offer, eampt that fai¬ 
lures ate humxn. What hak made 
the country bitter is not that the 
Congress party has failed to solve 
almost all the problems facing the 

IflfM 



You pr I wcuM pupppct tht moufetichlopd forplgnpr who 
appoar* on Papa FIva. Or tha aldarly aplnatar who kaapa 
aata. Wo would raaarva opinion on tha ohaarful undargraduata. 
And pur haarta would go out to tha baautiful, blondo wifa of 
tha violantly dapartad- Wa would, of counaa, ba wrong. Not 
ao K. 8. Ramaratnam, Saleotlan Orada Clark with Burmah- 
Shall, Matiraa, and armchair daiactiva. By Chaptar Four, ha’d 
hava guoaaad that tha ravlahlng widow murdarad har apouaa 
to marry tha bright young undargraduata. And by book'a and, 
ha would ba prouad right 

'IWilTTaorGOinORIElltF 

Rarratratnam worha In Suppllaa aacdon. Tha aaetlon plana for 
and arrangaa auppHaa of bulk and paskad producta to main 
Jnataiiatifna and Oopeta to maat tha day to day damand. 


Oamand fluctuataa and hla aaetlon muat antlolpata..,dlvart r 
aupply, tida ovar a gap in atoek and flax to ault any changa. 
'It'a a mattar of common aanaa,’ aaya Ramarmtnam, 'appllad to 
data and trando' 

TSUr. M EKI, KBnE UK UMUTMH IK VOIKIM fOt M 

On Sundaya, you’ll find Ramaratnam playing erickat With hla 
tiva aonA Simplicity appaaio to him. ‘All a man naada,' ha aaya, 
‘la a good job and a happy family.’ Aa an aftarthought, ho adda, 
'And a good "Whodunit" on a rainy aftarnoonl’ 

Ramaratnam and paepla Ilka him — at all lavala of rOopon- 
Bibillty — arc Burmah>8hall. Today,’ aa ovar, thay ara hard at 
work, .working to onaura that vltar patroloum producta, 
aaaantlal to Indla’a growth and prograaa, ara brought to you 
at tha right place and dma, In tha right quantltlaa. 



BURNliH-SliELL are Peopje in the service ef the Peeple 



KfWtttary bm ^ 

{unit that the Ccmgnaa party has 
not tried to solve these proUems 
though it is pledged to do so. The 
Congress party w systematicaUy 
refused to tackle these large natio¬ 
nal problems at their roots. Rather 
dran do ,so, it has sat tight on them 
doling out half measures and pletitu- 
dee, weeding out fervour and chill¬ 
ing enthusiasm. The Congress leadot^t' 
ship has generated general apathy 
by making promises and refusing to 
carry them out. Facts speak louder 
and harsher than words. Inflation 
goes on unabated. Hci|Br<hi!p and i 
profiteering continue.. Phumfisg 
seems to &ect the aloiss/' 

Unemployment of the educated. 
largely uneducated country is «t^ ' 
rife. This peculiar legacy of tm 
Raj, a queer biQ'eure mark of 
under-development^ is still there to 
remind us how liftle we have tra^ 
veiled towards economic recovery. 
While Nehru pleaches to the stu¬ 
dents to march with the progressing 
world, the world in which the stu¬ 
dents actually live and suffer does 
not march forward' at all. The 
stale world grows even more stale. 
Charges of corruption ate levelled 
at the administration from all sides. 
Senior members of die civil service 
are systematically employed as 
company representatives or ‘contact 
men’ in New Delhi and are often 
installed in the diplomatic enclave! 
And yet at the same time the Con¬ 
gress party has kept on talking od 
nauseum of establishing socimism 
or rather socialistic pattern, of wel¬ 
fare state, of social justice, of equal 
opportunities for all and all the 
other catch-words learned by rote 
from the Fabian bible. 


CM of lonfl»)r'Afamedabad^^l^»r, 
and Calcutu-Asansole-Jamsbeupur 
triangles, the sugar barons and 
Thakur sahibs of 0 P, the well-to- 
do land-owners of Godavati and 
Kistna deltas owniog rich tobacco 
lands, the maharajas and rajas of 
Various shapes ana sises of Rajas¬ 
than and Kathiawar peninsula, are 
therefore veering round to Swatantra. 
They at least do not talk socialism! 
And in the medley of confusion 
created by the Congress party, 
various opposition parties, who have 
everything to gam and nothing to 
lose, are capitaiisihg ,on the distress 
of the middle classes, and of the 
.mral people and twisting tlieir just 
g^vaiices precisely against those 
elements in Indian polidca 
which can, if tried seriously, lift 
the country out of the morass in 
which it finds itself. Religious 
obscurantism comes in handy and 
social backwardness is always their 
ally. So, planning is reviled, and 
socialism is discredited because the 
Congress party has planned and 
talked of socialism. So much for the 
achievements of the Congress party! 

' KamaraJ nan No Answer 

liamaraj Plan can hardly be ex¬ 
pected to stop this cot. It is timp 
the Congress patty states clearly 
what it wants, who are its allies and 
who are not. We all witnessed how 
much latent energy lies dormant 
among the pet^Ie of this country 
when the people responded with 
tremendous vigour to the declara¬ 
tion of Emergency in the face of 
the Chinese threat in 1962. If the 
Congress party has a prografttme, 
it should announce it and go 
eraigbt to the people. It should, if 
it means business, try to mobilize 


a firqgnuoaie or even to think of it. 
It thinks in terms of persoralitlm 
and has now hatched diie plan to 
kwp the public engaged in jtolitical 
histri/onics for some time to come. 
However, if it leads to some polari¬ 
sation of forces, now concealed 
under eover of platitudes and inani¬ 
ties, even that is welcome. 

For Ulioni Does CotigreM Staad? 

For, the moment the Congress 
party sets to work, this polarisation 
of forces is bound to take more 
and more clear cut shape. The pre¬ 
sent nature of factions in the Con¬ 
gress, its divisions between ministe¬ 
rialists and organization-men, simply 
reveal that the party has long lost 
its principles and h*^tied its objec¬ 
tives whatever they might have 
been once. Now if it sets an objec¬ 
tive before itself and really worits 
for its fulfilment, those who care 
for its objectives will be with it and 
those who do not will part company. 
That is as it should be. At present, 
the amorphous and non-descript 
mass of humdrum politicians of the 
Congress party, promising every¬ 
thing to everybody, and believing 
in mtiiing but the status quo, can 
only perpetuate the confusion, the 
lapk of faith and the loss of pur¬ 
pose which characterise the Indian 
milieu to-day. If the Congress is to 
be a party of big business for big 
business, let it be so and say so 
openly and clearly. If it is to be 
a party of the poor and for the 
poor, it should seriously get to 
organising the rural poor and indus¬ 
trial labour and certainly the urban 
youth, to fulfil ends that matter to 
these sections of the people. What 
is ruinous is double-talk and half¬ 


Talk and Action: the Gap 

For all these years the Congress 
party has been talking in two voices 
or rather has been talking in one 
way and acting in quite another. It 
has been talking for the poor and 
acting for the rich. As a result, 
now that the threat of revolution, 
so large in the years after indepen¬ 
dence, is removed, the rich are 
annoyed with its talk and the poor 
are dispirited by its performance. 
Every body seems to recognise the 
Congress party for what the oppo¬ 
sition says it is, 

The rich and the vested interests, 
the mill owner! and merchant prin- 


labour and the rural poor, and also 
the urban youth to implement this 
minimum programe which should 
have a direct and positive meaning 
for the people concerned. If it is 
incapable of evolving such a pro¬ 
gramme, well, the Medcs and Per¬ 
sians are at the gate and the Sums- 
tantra leaders are not hibernating 
for nothing in air-conditioned com¬ 
fort. It matters little whether one 
discredited Congress politician is 
replaced by another discredited 
Congress politician in any seat of 
power. What is required is a de¬ 
finite and objective programme for 
the country. It is yet to be seen 
if the Congress party has enough 
life or zest left in it to e'olve such 


measures, good intentions expressed 
in terms of vague generalities, and 
exhortations to the people to do 
something that is never stated in 
objective terms. If the Congress 
party pursues its old beaten track 
it is going to be deserted by both 
the rich and the poor in a not very 
distant future. Post-independence 
India has been built on a series of 
compromises in which the poor 
have been consistently on the losing 
side. The foundations of this mani¬ 
fold compromise are now being 
challenged by the extremists of left 
and right both internal and exter¬ 
nal. It is time the Congress party 
restates its purpose and chooses 
between friends and foes. 
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makes Y^nfeel^u tafi as^, 
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' ' ipf;^ m Dumwiii-'ipifliw 

' ,i9 in tiw stitf* -of .4 

'' a£^^'*4iKMqpB^, wy. mt t>t aa'^ 
iftaik,' it would tben follow; 

' HMt iNM > o«UM tlie “MeoUtUc 
, i^wWlliBSal^^ to which wo owie agci- 
,' huRMto IfMl cattlO raising, potterj^, 
Attjl metallurgy, took plaoo' 

. tn .01^ ym tiefore last, the india- 
"triat odwahitlon hlippOned the other 
- hWii'tlUi Russian ^toher Reoo< 
-tuthli''tiMM pl^e only' yesterday:^ 
la to)fe ikiito scale, the proton 0 
tto 4ii(|iM9lA^ and outdistoneing, v 
, -tiie 'eeto^leally, uadeideveii^toi' 
- -jDouMtitea, World ••B”, ty woiM*' 
.«A, 1 « the highly tovela|^ 

' eouhtiies. wen a mkttof' of the past 
> < weOk adtetooh the attempts ot the 
former to catch, up With the tatter 
have -hagdh only today, nnder ther 
influento . of the RusMan October 
Revolution and thp eksimpte eet by 
atolallst toduetrialisation. 

MO Tears Ago 

' AlthoMih it is very difficult to esa- 
mato in retrOepect the aajUonal in* 
oomn of different ootmtrlee, ^hei^ 
are, nevertheless, groimds to lilliA';' 
the view that the per eaptth incmhi)^ 
in the countries of • lYortheagt 
Europe 200 years ago was little 
more than in the Southeast Asia of 
the {teesent day. 

The relative superiUlty of the liv* 
ing standards of the average cltiaep 
of Weetton Europe over those /to 
the average cltlzoa dt Southtodt 
Asia in mld-lPth centiuy can US 
esUmated as being between I|3 and 
Ija, particularly so when .due.allow- 
‘ anoe is made for the climatic dUfer* 
ences which make the requirements 
for. a Bubsietence level in respect of 
food, clothing and accommodation 
slightly lower in a tropical climate 
than in a temperate one. Needless to 
say, we must not torget that our 
average citizen personifies a prince 
and a pauper in one^ representlnl' as 
he does all strata of the society. It Is 
very probable that an Indian maha¬ 
raja of ‘two hundrto years ago was 
' efitisiderably wWthlcr than hia ^n- 
tomporary Oeman prince; on the . 
tAher han& -even the talents of ©a* 
niei BMoe dr Charles Dickens would 
have proven inadequate had they 
besn ’ employed -to describe the 


Sacks 


¥iai/mM iMItoe nf 'poverty 6^ hMA to the -atfluento 'h(' * 


'hto itangaU 'fimffgiuen .were driven 
by Ikit^ eotopbtition. 

Ifctomatos Mntoanlnt the vkh 'Oeitt- 
ttoy kre mtoh more comprshenatve 
and meticuidus even though thiy tto 
tm ^te dtoktoXito. 

Thie OB« Imtoked years < of deive' 
tol^SBeent, cotqpted With a ghntoh fato 
of I.C per dssEt> to North America 
bare Of one per cent to 
.IkmtMHMt Asia, tokulted to a 
'tf gnntong dlstsLnce between these 
toto toglons; aeebrdlng to oaletda* 
.dona made by Dutch ecphotn^. 
Ztouaefinan, toe index ct ttos' dlsi 
flhce Whs fi.h to iseo, and by 1959 
it' bed risen to 29. SHuh, ei^eh 
toobgh we do n6t have ptoctee 
Jftipues. the dynamics of toe preiliMjH 
qt ffifterentiatkm between worlds 
‘fA*’ and “B" and its location in 
Urns 'become hlahr enough; toe two 
hundred yeats of a not-ttonrapM' 
development on toe one hand, and 
stagnation !dr an Infinitosimsl 
growth on the ctoto*. plus the tobfhle 
tnqmct of cQjhjieHnd interest, pi«r 
duesd the jreadfit situation. 

DofiMe Error 

The assertion that at the time of 
the French Revolution Europe did 
not greatly differ from the rest ot 
’the WoHd so ai the toean nil* 
tional toctone per <^lth of popli* 
latioA was Concenied disgftoiies cer¬ 
tain deep-rooftod Views hfSB ay non* 
^ledaliats. 

tfost probaUy such views have 
stemmed from the toot that deaptte 
our will We tend to Stoome ^ gtre* 
sent-day MMation as the point df 
referehce hi our toetorical eohtom- 
plstlons, i s to our reasonfng we are 
^ded by the litotodh .that the rates 
of growth would be untfOem all over 
the world end So the relative differ¬ 
ences would' remain unohangeg. 
While reasening along those Unas 
we commit a double error. On the one 
hand, ws etobOtUto the net-tobHllsu 
afit past of Europe, and, on the other, 
we are taken in by msny ffigiths 
concerning wdilA "B"; myths that' 
have been the Ideological fuper- 
structure, ef etoohlaliani. ’ 

ThtiB, datoled by tog lustre and 
aplendour of cultural monuments, by 


Buropeapr eOurta and bupgtoerif ‘ 
hometo.'We teSd to qverioofc ihO p<m‘ 
any to pefeMBto. yet, to the- 
latter, todf of the Igto oentury, even 
the countotos <>2 Weatem Euiope' 
Were'. pfefiomtoanay peaahnt coan« 
tries. It'to eaffljigh to . take but a ' 
glance to iVoual'a dlgry of^)to 
Vels In sWttoe to reatoae that the 
m\dtltude of his impretotous coiild 
ito apptoto to toiue to looow hat 
today. Our historical ( mmioiy to 
rather poor and it qperatel on the. 
princtide of eliminating aU that is 
diugMitodA A hundred and fifty / 
years-’ hg«, or one jtoar after Napo- 
leon’a letreat from Ruasia, such a 
teridke famine- struck ffweden' that 
all Mattnissef ' were eaten -in that 
counliy, Not so long ago, instenoek 
Of feeding on trek bark and herb 
roots were not uncommon while the 
famtoa of .l]§4fi'tn Uny Ireland lull¬ 
ed a million people and fortod su- 
other mlUldn to abandon the ooim- 
try mto totogkto. At no other time 
In hPky, vkif colonial history, has 
wiy nation expwdvuced so pt^uliy 
the Mai donsequinces of mtoocul- 
tore->to Ireland’s ctoe potato cil- 
luxe. Blqually hard to reffiise is the 
fact that only a hundred years agd, 
due to faminetr, epidemics and dm- 
eases, the mean Ufe-expebtancy of 
ptople in the most highly developed 
ctontriea was but 86 years wtaettof' 
it m now between 66 and 70 years. 

Falls ItoagB 

idn the other hand, the proUfle 
pserudo-BCientifio and travel Uterw- 
tare the pest iOO-lM yam*, did 
piehty to metoi Burevtoa ^b^io 
'opinion alKd imbue > it with heUef| 
conoeihtoc' the m^imllivtBm end 
backwatotoew of the peoplee- of Asto 
and Africa. Today we kimw that 
that image was false throughout and, 
propagate^ with a view to jus^ 
the coloillai cdnquesta. The mission¬ 
ary and the eolonUl admliiistrator 
played chapenms, screening the low 
trtole t>f^ tov soldiery and toaden. 
Bropstotolon of toe ‘hme” . ftoth 
and the olvflizato^ial mission of the 
white man cmstltated an Ideok^cal 
icttoii behind wtooh vtdlenee tod 
expIoHatton prevailed. The feeitog 
of a fulfilled duty towards God aqd 
.progress of olviUaatiOD nattered the 
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Kot tovlaiff ima pKmiiM pro- 


bftbttlng woW^ /'A". Atett, twlR- 
nlaera .spared nd effort to imbue tiie 
ocdoaized peoples with a feeling of 
infertori^. It was not without rea¬ 
son that Sekou T^ure, the Prestdent 
of Guinea, wrote: 

‘"nie greatest evil wrought 
upon us by colonialism were the 
attempts to bereave us of all res¬ 
ponsibility for managing our 
affairs, as also to convince us that 
our civilisation was simply a state 
of savagery: in that manner, we 
developed complexes which caus¬ 
ed that we were regarded as ir- ^ 
responsible people without confld-' 
enee In our own capabilities”. ' 

Superiority Theory Exploded 
Books familiarising us with t]|p 
cultural and civilizational heritage 
of African peoples, such as Basil 
Davidson’s “Old Africa Rediscover¬ 
ed”, are for us today something of 
a revelation. But then, a careful 
study of travel literature until the 
end of the 18th century would in 
all probab.'lity prove that the com¬ 
plex of European superiority, so 
notorious in the literature of the 
19th and 20th centuries, was practi¬ 
cally non-existent In those earlier 
times. On the contrary, the wealth 
and pageantry of the East exclJR^- 
the imagination of the poor 
fathers of the citizens of world ”A'', 
and the adventurers colonising Ame¬ 
rica had their peace of mind dis¬ 
turbed by fantastic visions of Eldo¬ 
rado. 

To what, then, shsdl we attribute 
the subsequent change in attitude? 
To the ideological needs which have 
been discussed above and to the 
amplified process of differentiation 
between worlds "A” and ”B”. 

We have thus located that pro¬ 
cess in the last two centuries. This 
dashes to the ground all theories 
which try to attribute the backward¬ 
ness of Asia or Africa to alleged 
biological differences between races 
or to climatic factors. After all, bad 
those factors been really decisive 
why should they have started work¬ 
ing only in the last "week”? 

Reciprocally Conditioned Processes 
We must now point to the relation 
which exists between the accelerat¬ 
ed economic growth of world “A” 
and stagnation, and in some cases 
even a marked regress, in world 


eeesea. they were, asverttaiten: reel- 
prooaUy eoadltioned. 

The capitalist system, rising in 
Western Europe, subordinated to 
Itself and todk full advantage of Its 
nan-oapitalist surrounding, either by 
way of petrifying the feudal or tri¬ 
bal systems in the lands it conquered' 
or by putting to the sword all abo¬ 
riginal population with a view to 
laying its hands on the land and re¬ 
sources that were then "nobody'a". 

Certainly, the exploitation of the 
non-capitalist surrounding was not 
the sole means of financing the 
European Industrial revolution, but 
the mechanism of colonial depend¬ 
ency ensured that the industr.al re¬ 
volution either left the “B” world 
altogether untouched or Invaded It 
only very belatedly, and that in 
spite of the fact that it had shoul¬ 
dered a considerable proportion of 
the costs of that revolut'on. The 
first hiatorlcgl instance of catching 
up rapidly has been provided by the 
Soviet Union. Today, this problem Is 
faced by the ent.re world “B” which 
has in the meantime been emanci¬ 
pated from colonial or semi-colonial 
dependency. 

Tables of Compound Interest 

World "B” is growing Impatient, 
and the tables of compound interest 
became the Bible of a sort for many 
economists who have been resorting 
to them in search of an optimistic 
answer. In the long run. the rate of 
economic growth in different coun- 
tr:e8 will depend on their respective 
strategies of development and on 
objective circumstances. Brazil’s de¬ 
velopment over the past decade 
yielded mean annual rates of deve¬ 
lopment of more than 3 per cent 
per capita of population; a more ra¬ 
tional selection of priorities in India 
resulted in a rate of only 1.5 per 
cent per capita annually, even though 
Brazil’s birth rate was higher than 
India’s. On the other hand, it must 
be emphas.'sed that India’s 15 per 
cent rate per capita signifies a 
start forward following decades of 
complete stagnation. The difference 
between the two countries must be 
attributed above all to objective cir¬ 
cumstances, although It is impossible 
precisely to assess the influence of 
various "objective" and “subjec¬ 
tive" factors. Unlike the physicist 
or chemist, the economist com¬ 
mands no possibiUties of perfom- 


iag wbenuiurtai eaperineaw «f 
he eaimot possibly apply ths 'Tit- 
dian" model in Brazil to wait and 
see what happens, 

A^ the present time, the per ca¬ 
pita tiioome in Western Europe, 

measured In comparable figures_ 

the Roaenstein-Rodan catculatlone— 
exceeds approximately four times 
that in South America, six times 
that in the Near East, nine times 
that in Africa, and ten times that in 
Asia. 


Required Growth Rates 
Let us assume for a moment that 
the per capita Income in Europe 
will remain at its present level. 
Latin America would then be able to 
catch up with and overtake Europe 
in the next fifty years provided she 
had a steady development rate of 
3 per cent per capita of population 
Attainment of the same level by the 
other continents within the same 
time would require somewhat higher 
rates of development, on the whole 
not exceeding, however, 6 per cent 
per capita annually. Adding an al¬ 
lowance of 2 6 per cent annually for 
the population increase, we arrive 
at development rates in the range 
betw^ 5.5 and 7 5 per cent annual¬ 
ly. These are magnitudes familiar in 
the development experience of the 
socialist countries; they are, how¬ 
ever, far in excess of the achieve¬ 
ments recorded to-date by world 
”B”—approximately 1.5 per cent 
per capita annually over the past 
decade—as also far higher than the 
rates suggested by certain bourgeois 
economists who assert, as did Arthur 
Lewis, for example, that a develop¬ 
ment rate of over 3 per cent per 
capita annually would bring on ex¬ 
cessive tensions In Africa and 
Asia. < 


Unrealistic Hypothesis 
Now, our above calculations are 
based on the utterly unrealistic 
hypothesis of complete stagnation 
in Western Europe whereas, on the 
contrary, over the past decade the 
latter has been developing at a 
faster rate than the world ”B” coun¬ 
tries And let us keep this in mind: 
if the Jates of growth in “B” coun¬ 
tries were barely to catch up with 
those in Western Europe a situation 
would arise in wh’ch abstfiute in¬ 
crease in the per capita income In 
world "A" would be considerably 
greater than in world ‘3”. Each 

mi 



dqfci()U&^4i'|i^kiiItt' »aiSl^/ 
. WMi^ l^tunii^ '«t! preamp Ik, In* 
flitaailute llgurn, {«n*..tim«B wtMk-.lt 
'wild H '*** .eakhple, ip A<1< 

I ' .' I ’ 

Again, l^t us aaaums that Wasto' 

‘ era Burope. vrill cont'nue econoiniiB 
^ •'development at the rate of 8 per'dent 
tpei^ capita annuafijr. iniiB haeihs to 
> , ^ p reaUstio or perhaps even 'Over^ < 
optimistic asBumptloo for toe Westr 
^ era European ecdnomy. Let ua also 
'- propose a decline of lOO yeara.fOr 
! the'.economy of world "B’’ to ^me 
■ dbreast with that* of worid “A”. 
'Att^nlnent of this goal would re* 

■ <itilre the achievement toy the differ¬ 
ent continents belonging. to the "B" 
woWd of -mean .rates of per. capita 
growth betwdep 4.8 and 5.8 per 
cent, absolute rates of ■growth 
betwep 6.5 and 7.8 per pent per' 
■capita annually, ,lf we assumed that 

' the mdan. rate 'of paturai increase 
vrould in the adme, tlsae decreaw to 
, 2 per cent annually.' The required 
rates of growth mlfeht be oven low¬ 
er, proportionately to a sharper de¬ 
crease in the rate pf human repro- 
.duction; 

, Within a Centnry 

, It is' With. mixed feelings that wa 
ptd aside the tables of compound in* 
tereat They offer no consolation 
’, wh^teVe^ for the short, or middle 
run. Nonetheless, they do , not leave 
yg without hope for the future, 
showing, as they dld^ that the dis¬ 
tance, separatlhg world "B” from 
world, "A" can be eliminated In the 
I course of one century provided that 
the development of wopld "B’' taites 
place within the framework of the 
' .socialist economic raoddl. 

If 'then we vie\^ the nearest fu¬ 
ture of the, "B” world with peaal- 
* pism, sdch pessimism does not How 

■ from our comdctjon that toe, prob¬ 
lems harassing it are Impossible to 
8 <dve but rather from the fact that 
so fas adequate sbcial' conditions do 
jiof exist for the lnq)lementation on 
a world scale of this extremely dUa- 

' cult task. AS J Bernal righUy put it: 
'•One' of the mbirt Insplrlnd: dis¬ 
coveries of our times, has been the 
■ finding that human capablUUee are 
virt^ukUy unlimited”., He fufthSr etar 
boratea on that thought: "We now 
haye powers at' our dlQK^ 
wlfiph we had no imagination be¬ 
fore snd which offbr ua hiuCh great¬ 
er qpportunitiea jlhan we dare think 
for they either remain u nU a oA * w, are 


^ 'amryUp ot ifat^ V . . ■ loMitei ratolr 

ThiiS s«ientif|e' 'and' tiitihiidUlri^ 

revplutian. puahed oMj^ideraibly t(p-. 'iwa^(N» dati^ tP 'toe 'ps^ 

warda'th^ ..oeiUng cf the^potanttat .aociaU^ {Mudlxl, tnito to.Injteib^ 
fatos of grawtii, of the world's pr6^ 'land Interaatiooal,; aspdeta , ' 


n toukxrds progri^ 


.India StofuBsUp Co., Ltd., kgs 
a steady noMd of prodiau... 
Since Ifldependeoee, Its ton* 
aaSe hu increased iron abeM 
15/100 O.W. tone to over 
200/100 O.W. tons—mere tea- 
flags being still on order. 

Its urvkba an also exleodint 
towsrious trade routes. Afttt 
ioitisl eonsolidstion io the 
Iadia-U.K.-Continent trade— 
I tira ^Compsoy entered the 
Indo^viet service to the 
Riisilaa Black Sea poru in 


l9Sd ahd -ialer to Rdoasoieii 
poru. In. 19S9 tbb Company 
forged still anotber link in the. 
oversess with South Americs, 
ahd in 1960' it rateoded its 
■srvioe to Poland. ' 

Tkqir raperienee find reputa- 
tioo for Aiit, cfBcient and 
depsndsMe service built on toe 
personal care kivea by their 
enperieneed offirart and crew 
to toe cargo entrusted to them, 
have etrned them the goodwill 
of their ciutomeri. 


IHIfi . 
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Stirieet Firm, But... 


r ♦ 
‘ f* 


‘^'larMlajr.f Mttmlaf “ 


,’ bull reigm supi^nw iQver the ,. 

'4 . ^ •toc]^ maiicct. Political tuitjei^in.'' 
ties bave beisn cpmpleteLy pushed . 
' into fhc" backgrotuid. The stock mar.' 

’ ket bull no longer pat^s any serious 

* atiiMion to cepoits tn concentration 
. of Pakiatapi ,forces along die east¬ 
ern ,bofdep; nor does Jt® feel uneasy 
^ver ’the unhappy situation in KaA- 

^ mirl Fortunately for him, it ,ia hH 
. ’quiet on the northern borders 
though- Peking’s attitude is as boa* 

, tile as before. -And strange as. it 
' 'might, ssemi the' stock market has 
.taken hardly *Py dotice of the de; 

> liberations at the recent AIGC 
session at Jaipur. 

It is all because there has come 
about a distinct change in the mood 
of the market. The change is essen- 
lially psychological, Shri Krishna- 

* machari can take credit for having 
created the psychology of confidence 
mainly through the magic of words. 
Relaxation of credit is about the 
only concrete measure Aat be has 
taken so far and its implications 
can be easily exaggerated. The slock 
market has taken it almost for 
granted that T T K will soon — in 
November perhaps—announce some 
fi.scal concessions like the abolition 
of the super profits tax in order to 
restore the confidence of the cor¬ 
porate sector and give a boost to 
the investment market. The way 
some of the influential Operators 
bav^ been accumulating ‘long’ 
positions and sitting tight over 
them in spite of the spectacular 
rise in prices over the pas| feiy 
months has encouraged the view 
that the influential buying is rBafly 
‘informed’ buying. Not unlikely. 
That is probably the 'main reason 
Why the normal process of techni¬ 
cal adjustment has so long been 
delayed. The market continues to 
scale new, peaks week 'after week. 

Some of the prominent operators 
have a firm hold over the . market. 
Occasional profit-taking continues 
to be quickly absorbed without pro¬ 
ducing any noticeable setback in 
^cee. The pgee of advance has, 
however, now sloped dOwn fonsl- 
derably. ^ , Professional 'speculators 
can certainly rig up.pricea,'without 


much difificully perhaps^ But. they ' 
will have to dtrt^le hard to cajolh 
the outride public to follow ihe rise 
if the market is’itot allowed to take 
a paitae Jot ■ necewaiy technical 
adjuaUnents. The rise is steep enough 
to mrice the marktf’s technical posi¬ 
tion auspect. 

^CoWon ' ' i', ' 

Speculafitm over Buffer Stock 
gENTIMENT in Ac cotton market 
' continues to be swayed mainly 
by spMuiation over the buffer stock 
scheme. New Delhi has been toying 
with the idea of a buffer stock for 
ouite some time; it has also had 
discussions with the textile industry 
on the subject. But the Government 
has vet to make vip its mind on how 
exactlv the scheme is to he imple¬ 
mented. ' Indigenous production of 
cotton is la<rging far behind the. 
Plan, schedule and domestic supn’y 
has to be ausmented with sizable 
imfwru, the fortlen ^xchanee diffi¬ 
culties notw'thstandinif. >n order to 
fmeet the industry’s steedily trrowing 
. needs. In a situation Hfce thi?, the 
idea of a buffer stock does not really 
make mii'’h sense. Since there is 
nothlnn. like sn excess of supply, 
the buffer stork scheme ’s to be re¬ 
garded merely as a price suoporl 
measure, Thouch there has heen no 
tolfhoritative- pronoonremert so far, 
P-o-s re-'Crts emanatirwr f-orn New 
Delhi ind’cnte fhet the buffer stork 
scheme is intended to sunonrl the 
market whenever cotton nrires de¬ 
cline bv -mrirr th’n Bs SO to Rs 100 
per candy heiow the stattitory ceilincr. 
that is, almost around the current 
-levels It mipdit he mentioned he.re 
that the eptead between the ceiling 
and floor prices is Rs 247 per candy.. 

Whether cotton prices should be 
sunnorted at such hwh levels 
-higher than World oarity — in order 
to encourage the grower to ofoJilce 
.more cotton is a debotaWe point. 
It is extremely anlikelv that the 
"price factor alone can help boost 
production .which depends mainfy 
On tile unpredictable lyeather, liti¬ 
gation facilities, fertilisers, . seeds, 
pest'control measures, etc. 


• V JlegulKtjiig' Authority 
Latest report from New Delhi, 
suggest'that the bqffet stock agency * . 
will he set tip* by thp Indian Coiwh' 1 
Mills' Federation, and not by the ' 
Government., This is ridiculous. I', 
Since the buffer stock scheme ' 
basically-a price support measure, 
its implementation cannot be en¬ 
trusted to the iodustry whose into- *' 
rests are at variance with those 
the cotton growers, except in the 
sense that thp welfare of ■ both the ' * 
cotton grower 'an^ the textile in- >’ 
dustry lies in increased production . « 
of CottOQ. It is one thing, to.l^e 
the induslVy into full confidence 
-and thrash out the buffer stPek .. 
scheme before putting it into opera-' 
tion but quite another to entrtirt tim’ 
industry with the implementation 
of the scheme., Even as if is, the ' ■ 
operation of the buffer stock scheme ■ 
is beset with many difficulties and 
the 'position is likely to be further ' 
Complicaled if the operatiohs aVe to ' 
be.confmMed by the Indian Cotton , ■ 
Mills’ Federation. Buying for the 
buffer stock is bound to have an y 
impact on ’prices and there 1s a . • 
danger that the’ operation pf, tho 
buffer slock Scheme by the Federa¬ 
tion will placp certain mills ^in a 
more advantageous position than. ■ 
others in regard to carrying out" ' 
thier normaj purchase*. ; , / ' 

In view of »the continuing uncer¬ 
tainty about the buffer stock schenm, • 
activity in the spot cotton market . . 
remains restricted. Merchants seem • ’ 

unwilling to enter into large com¬ 
mitments until they get to hnow • ^ 

how exactly the buffer etpek scheme ' •* 
is going to be operated. Mills too. 
have oreferred to eat into their stock's , f 
t6 making fresh nurchpscs„ rsoecial- 
. ly whep the simply position Is known ’ ' 
tq be reasonably comfortable. Chi'- ; 
rent estimates about thfe rev. rrm . ^ * 
range between 55 Iitkb and 58 lakh 
bales. Mill* have been keeoiqe off ' . 

the market for cjdite some time »n'd‘ , 

it wou'd be reasonable to think ‘ 
that their stock* which had come 
down from 20.35 lakh bales at the 
end of May to 17.88 lakh bales ry. 

' the ^end of August must have teeis- 
tere'd a furtiier decline in September . 
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-„; timt ' Afforlt ■‘to/itpep.i ■50'to' fo’lwJbdoij^' tte ceiUog rates, 

' 0 e*irfeet Itfiioll- Jopge®/ s^in- ' ’ ' ' 

' in^tv di^wld |»$ji* npp,pprecia- 
' Hy S& coming weeks, lliis ahouid 
' /Sti^part' «t»ngth .to the market in 
of t^e increased ilow*o| ^rri:. 



Oiheedt 


FU*m f&i Ex^n Itleas 


^FTER eatly hesistaitcy the oil¬ 
seeds market last week deves 


^8 in c(iming wdeks, . The Govetn*. , , , 

Burnt.win be weU a4vi8ed tor fiivtlp a dl^ctly.steadier tendency 

fhe bttfftir stock -scheme at the ear- though th« net gains over the week 
l^at in prd^ to enable thn, |radB-,,.J«tfe" rather' a^l. Groundnut 
and the industry to lafcp a proper January impibved frpro Rs 214,87 


tdew' of the market and plan .their 
.operations.. 

New Delhi’s decision allowing 
ij^umption of.forwaird dealings in 
‘kapas’ <unginned cotton) has been, 
wdccuobd and it should help "growers 
to market.their crop ^more smoothly,*' 
The ban on forward trading 


vtp Ks 216.^, castcnr March, from 
Ks 165.37 to fU J167 and linseed 
March from Rs 36.12 to Rs 86.4), 
Cottoh^d futures imd groundnut 
exphllers were, however slightly 
down oyer the week at Rs 96 and 
Rs 380-75 'against Rs ^,50 ai^ Rs 
387.75, The * iharket could havfe 


u trading , presented a much firmer appearance 

^pas had imposed on 1 st if operators Ao are at 


November' 1962 when .cotton prices 
pierced die ceiling because of the 


present dominating the 'scene had 
not been carrying heavy “diort” in- 


re a 1 > W I- slua s.n,^v>si .V0savaas|c iMawa a ass 

record I 9 W car^Ver from pre- ^ groundnut. They have 


vious seastm. The forwdrd Markets 
'Cqroinissibn is considering the 
possibility of bringing ‘kapas’ under 
the regulatory . provisions of the 
Forward Contracts. Act. This is as 
it should be.- If speculation is to 
be permitted,, it has got to be pro¬ 
perly regulated. ' 

Cotton 'consummlon during the, 
1962-63 season enaii\g with Augusf 
is placed at 56.71 lakhs bales com 
pared to 56.88 lakh bales in the 
preceding season. While consump- 
“ tioh of Indian cotton increased from 
' 47,09 lakhs bales to 47.90 lakh 
•bales the off-take of foreign cotton 
was lower at 8£1 lakh bales against 
9.79 lakh bales. Stocks widi mills 
at the end of August comprised 15.76 
lajvh bales of indigenous cotton and 
2.12 lakh bales of foreign cottOii. 
The corresponding figures for the, 
previous month were 16.96 lakh 
bales and 2 lakh bales. 

Trading in cotton “futures last 
wedk was an unexciting affair. After 
fluctuating irregularly between Rs 
699 and Rs 694 during the earlier 
part of the, “week, cotton futures 
(March contract) improved to Rs 
702.75 on short covering and re- 
.newed bull support based mainly 
oij idens of huffier, stock- With the 
supply position being what it is — 
not uncomfortable of course — 
thejfe is hardly, tony, scope % a big 
fall in cotton prices if the Govern¬ 
ment is to implement its buffer 
“Stock scheme, espedally if (he,mar- 


continued to ‘bear’ the market in 
spite of the encouraging export pm- 
formance which has imparted, con¬ 
siderable strength to the spot mate¬ 
rial- They are powerful enough 
not to give in easily, but that is 
quite a 'different story. 

Iti a way it is good that the 
deading speculators are bearishly 
«inclin^ becsluse it makes it easier 
for exporters to effect sales abroad 
if domestic prices remain on the 
low side. But speculators can do 
no more than influence sliort-lerm 
price movements. The way new crop 
arrivals are being absorbed by cru- 
sliers, vanaspati manufacturers and 
shippers, the market is likely to 
develop a firmer tendency with 
time. Export houses reported fairly 
large bus'mess in groundnut oil last 
week. West Germany and Holland 
were mentioned as the main buyers 
and prices realised' were around 
£ 100 to £ 101 per ton. Prospects 
of farther large business ai'e con¬ 
sidered to be very promising. Ship¬ 
pers, however, complain that they 
are experiencing Considerable difli- 
cnlty ih hooking freight with the 
Karmahom Conference Lines. It 
would be most unfortunate if export 
business were to suffer for want of 
adequate .freight. If the Karmohom 
Conference cannot provide all the 

freight shippers, need at' any lime, 
the Conference must be compelled 
to' issue immediate dispensation. 
This is where the deferred rebate 


sy^jm comes in.. To get over 
di^ultiles, the Conference Lines 
should be ipade to do away ssilh 
the deferred rebate system. 

Apart from groundnut pit,' con¬ 
siderable' business is reported to 
haV^ been put through in ground¬ 
nut H P S roeently,' whicK,, of 
course, k quite normal for this 
time of the year. Indian gpouBd- 
nut H P S' continues, to be popular 
with the overseas customers. The. 
price realised by Bold variety last 
week was mentioKed around £ 85 - 
per tonne. Export business in 
groundnut extractions tootinucs to . 
be maintained at a satisfactory level. 
It is expected to pick up appr^- 
ably shnrly with d»e revival of buy¬ 
ing by Communist countries. Jtqian 
also continues to figure as on im¬ 
portant buyer. 

CtAfoi oil has also bebn at^act- 
ing increasing attention of late. Ttie, 
U K was said- to hive piircfaasfed - 
some 500 tons last week it paid 
about £ 108 per ton for Commercial 
grade oil. Shipments of castor oij 
this year are likely to exceed 35,000 
tons, with the Communist countries 
accounting for nearly two-third of 
the total business. Fresh business , 
for prompt shipment is said to be 
limited mainly by the scarcity of 
castor oil in the local market. The ’ 
eonliniiing strength in the spot mate¬ 
rial has led to some revival of spe¬ 
culative interest in castor futures 
and the March contract has risen to 
Rs 167.87 the highest level for the 
season; the latest quotation is only 
a litle lower at Rs 167. While lin¬ 
seed cake continued to be neglected, 
brisk business was reperted in 
cottonseed cake. The U K and the. 
Continent were the main buyers 
and they paid up to £ 32-10 per tpn 
for decorticated cake. 


Moctelia WooUena 
I^ODELLA Woollens has made a. 

substantial progress during the 
year ended June 30, 1963 and has 
stepped up the dividend from 4 per 
cent to 6 per cent which is pay^ie 
for the whole year on the increased 
capital of Rs 51.67 lakhs (Rs 30.83 
lakhs) although two calls of Rs 2.50- 
each are due to be paid only in the 
current year Prdfits of the Com¬ 
pany during the year, after provid¬ 
ing higher depreciation at Rs 5 JH 
lakhs (Rs 2,02 lakhs) have more 
than doubled. 
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BMSHe^ i9ote$ 


Great Eastern Shipping 


HEPOBTS of shipping companieB receiving payment from the share 

ui4k4/ili tiaVA on fp.T* AAfYla flllt hOldeTS. ThS tOX Oti bOHUB iBBUB BSti 


•*■' which have ao far come out 
have BurpBBBed general expect*tl<^' 
and shaieholdecB have been g^ad* 
dened by a sudden jump in thW 
share values. Shipping companies 
appear to have turned the corner 
and come into,their own, Justifying 
the revival Of activity in their shares 
in recent months. 

The performance of Great Elastem 
Shipping during the year ended 
June 30, 19^3 is highly impressive. 
The gross profit has increased by 
about 70 per cent from Bs 74.30 


holders. The tax on bonus Issue esti- 
matisd at Rs S.62 lakhs will be met 
from General Reserve No 2. 

The decision to pass over the divi¬ 
dend and issue bonus shares has 
been taken by the Directors with 
the object of expanding the capital 
base of the Company to entitle them 
to larger borrowings and enable them 
to go ahead with ' their expstnslon 
schemes. In fact, the Company has 
already in hand expansion pUna in¬ 
volving an expenditure of about 
Rs 1.7 crcaes whereby it hopes to 


-- - gvo S V4V/aV0 TTSS%«a%»fc#jf sa 

lakhs to R? 126.41 lakhs, and the, increase th^ freight earnings 

k«e MrvwA ^ «-yv ____ __ k 


net profit by more than three and 
a half times at Ra 57.24 lakhs <Ba 
12 32 lakhs).. The substantial rise in 


about Rs 150 crores a year begin¬ 
ning from 1964-66. The current 
year's eanjingp of the Company are 


MS* ***««•■*»,* -_ . _ _ ^cetl B wav 

profits has been the result of larger reported to be even more favourable 
freight and charter hire earnings than the year under report and the 
which rose from 3 25 crores to shareholders can look forward to 
Rs 4.51 crores, ie by about 39 per the future with greater optimism 


cent, makmg a new record for the 
Company. Mysore Kirloskar 

TlifTSORE Kirloskar hag done well 
The Managing Agents have earn- ItI the year ended June 30, 

ed a commission of Rs 6.07 lakhs jgg 3 hut has effected a cut in the 
as against Rs 1,06 lakhs in the pre- dividend from 12 to 10 per cent due 
vious year Depreciation has absor^i*'^^ provision and increase 

ed Rs 64.10 lakhs (Rs 60 93 lakhs) capital. The turnover of the Corn- 


Development rebate reserve has . 

taken away Rs 51 lakhs (Rs 18 
lakhs). The Company has no tax 
liability for the year on account of 
the substantial development rebate 
allowance to which It Is entitled 

Out of Rs 7 20 lakhs left after 
various allocations, including the 

balance brought in from the previ- 
out account, the Directors have 
transferred Rs 6 lakhs (Rs 1 lakh) 
to General Reserve No 2 and have 
not declared any dividend. But they 
have decided to capitalise a sum of 
Rs 46 lakhs (Utilising fully the 
amount of Rs 26 lakhs lying In the 
Capital Redemption Reserve Ac¬ 

count and drawing Rs 20 lakhs 
from General Reserve No 2) and 
issue bonus shares subject to the 
consent of CCI. In the case of fully 
paid shares of Rs 10 each, one new 
share of Ra 10 will be issued for 
every two fully paid shares held, 
and in the case of partly paid shares, 
in which Ra 5 is paid up out of 
Rs 10, the amount paid-up per share 
will be rgissd to Rs 7.60 without 


pany has increased from Rs 181 17 
lakhs to Rs 223 20 lakhs, the gross 
profit from Rs 42.48 lakhs to Rs 
86 08 lakhs and the net profit from 
Rs 10.06 lakhs to Rs 13 03 lakhs. 

Taxation provision has absorljed 
Rs 27 40 lakhs (Rs 15 95 lakhs) and 
development rebate reserve Rs 6 08 
lakhs (Bs 1.45 lakhs) Allocations 
Include: General Reserve, Rs 1 05 
lakhs (Rs 20,000); Replacement and 
RehabillUtlon Reserve, Rs 2 lakhs 
(nil); Contingency Reserve Rs 2 
lakhs (nil). Debt Redemption Re¬ 
serve Rs 1.26 lakhs (Rs 2 lakhs) 
Managing Agents have earned a 
commission of Rs 4.71 lakhs as 
againat Rs 3 15 lakhs In the previ¬ 
ous year. Depreciation has absorbed 
more at Rs 13.86 lakhs (Rs 11 86 
lakhs). Preference and ordinary 
flividend will take away Rs 6.75 
lakhs (Rs 7.90 lakhs). 

The Company has maintained its 
progress in the existing lines of 
manufacture, but the pffoductlon if 
Capstan and Turret lathes h*s not 


made headway aecc^ng to pUms 
due to delay in getting toiports of 
components. The Company ia having 
further plans to take up manufac¬ 
ture of other types of lathes and 
machine tools. 

Money Maritet 

Thursday, Morning 

INTER BANK call money turned 
easier towards the ehd of last 
Week from 2 to li per cent. This 
was not, however, a sequel to the 
Reserve Bankas announcement of a 
liberal credit policy from Novem¬ 
ber 1. The returns of scheduled 
banks as of October 25 indicated 
an easier trend in the weeks fol¬ 
lowing. • Bank credit which had 
been rising every week, though in 
varying measure, since September 
20, and expanded by Rs 20.50 cro¬ 
res by October 18,, declined by Rs 
7.05 crores in the week ended 
October 25 Deposits which were 
slow to move up in the preceding 
weeks showed a sharp rise of Rs 
17.49 crores And hanks disinvest- 
ed socurilies to the extent of Rs 
■9.70 crores Thus the liquid re¬ 
sources of the hanks increased so 
considerably that they were en¬ 
abled 4o swell'their balances with 
Reserve. Bank by Rs 38.57 crores 
and place on the eall market Rs 
,59 75 crores, i e, Rs 2.96 crores 
more than rn the previous week. 
Demand for credit which showed 
a tendency to pick up early in 
OctobiT tapered off by the end of 
the month. As a matter of fe-t. 

I although November 1 is offieiatly 
the beginning of the busy season, 
demand usually does not pick up 
' during the month, and this feature 
\ is noticeable this year also. 

I The prevailing comfortable con- 
I ditions in the money market are re- 
, fleeted in the receipt of larger ten¬ 
ders than usual foi Trea.suiy Rills, 
during the current week, amount¬ 
ing to Rs 3.03 crores. The average 

* rate of discount available was abso 
^ lower at 2.310 as against 2.318 

per cent. This apart, the inter- 
^ mediates sold rose to Rs 8.10 crores 
^ from Rs 6.59 crores 

yr 

5 Re.serve Bank’s statement as on 
November 1 shows that during the 
week ended, scheduled banks with- 

* drew Rs 19.77 crores from their 
balaTices with (he Reserve Bank, 

if and their borrowings were nominal- 
•4 ly highef by, Rb 29 lakhs. This 

1873 
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^Mf'' . ■ -, *ntee apily ir»stib^y'E« ,,, . 

tbm ,(^uW Wt W.fcwn Ik»r «* 71. fakhx ^ v t 

iMCA 4em«»d lor funds.,The sladk- State Gnvernmeati fell fey B* 743 ei^'Sewntfee htH, Ufr 

ttm ia dtJmaiid is apparent from' «««». pover^Bts,^. toanrW^ ,cj»ag«d. . /;. « « 

* hMiSBr , contraction of active wre up by tfnfy 83 lakb. ^ ‘ : "i; 

flotca dnriiw tfc* wedtdjy Rs 746 f«U jn ^ dtpaiits of adWditiW. 4t the ,«ind o| the ritnA fleaao^ 
crorta, aldiough the Reserve Bank hapka and Governments are reflre- it .vpll be ^ iat^t 
ittcreksed iW notes and coins in ted in the fail in the holdings .of the rdsourcea pcMitfan of ScMduted' 
iha till by Rs 7.76 crores. Tretfury Bills and Investments by bah^s'wim ,tbat,a.^year,i^o#^^j. 


ibe till by Rs 7.76 crores 


In itvery modern industrial enterprise, there 
is a man who specialises in buying. He is a 
mah of experfience and is constantly posted 
with information on the performance of the 
^oducts he buys. He demands an uncom¬ 
promising standard of quality—.whether in 
machinery, raw materials, accessories or other 
equipment. 

punlop products are sure to interest such a 
discriminating buyer. 


Tyres and Tubes for jMJCQtnobflffii, ' 
aircraft, .earthfflovlng and cbM« 
tru^ion flutprtMn^'- craetert,, 
animal drawn,vehlclet. trolleys, 
barrows; Aeceasorfas, repair arid 
retread macerla!!*: Cycle Rims; 
Conveyor. Vee and Trantmitsleh 
Belts; Braided Hoses: Industriel 
Adhesives; Ourilopilio cuthtenlng, 


DUNMiOB 


whose 


business 


is buyin| 













Idea 1963 
(In erofM of Ruptes) 


AmregMe 

Oepoitts 

2052 

2234 

-fl82 

Bank credit 

1386 

1469 

— 83 

Iraia RBI 

9 

2 

— 7 

with RBI 

77 

114 

-h 37 

Cmfi 

48 

56 

-1- 8 

toVMtmenti 

713 

759 

■f 46 


The above table will show that 
with a substantial rise in deposits by 
lU 182 crores and a contraction in 
advances by Rs 83 crores, the 
banks’ resources position has so 
much improved during the past 
year as to make it possible for 
them to reduce their borrowings -» 
from Reserve Bank by Rs 7 crores 
to a very small figure and to swell 
their cash and balances with the 
Reserve Bank by Rs 45 crores and 
to augment their investments in 
Government securities by Rs 46 cro' 
res. It is therefore clear enough that 
the resources position of scheduled 
banks at the beginning of the current 
busy season is comparatively much 
better than in the last year. Besides, 
chances are that deposits may 
grow further. Banks will there- 
fore be able to meet the additional!' 
credit needs of the ensuing busy 
season without strain, and more so ■■k 
with the additional credits to be 
made available to them by the Re¬ 
serve Bank, and at the same time 
to keep down the credit deposit 
ratio within limits. The ratio is 
now relatively lower at 65.77 per 
cent compared with 67.53 per 
cent a year ago, and 77.8 per cent 
hi March 1963. 

The securities market ruled 
steady during the week with little 
change in prices. Short-dateds con¬ 
tinued in demand. With easiness in '. 
the money market, demand may ‘ 
broaden a little. Now that sche¬ 
duled banks’ borrowing limits have, ‘ 
increased, they will have less need - 
to unload government securities to 
meet the needs of the busy season. 

In the circumstances, the giltedged 
market may be expected to main¬ 
tain strength. 

(In the ‘Money Market’ column 
fn the issue of November 2, oti 
page 1843, column 2, line 18, the 
figure ‘86’ should read as ‘7.86’). ’ 


If TO 
2476 


OUT 


The moment you open-a current 
account with Union Bank, you 
acquire the right to order about 2476 
fully trained banking personnel in its 
many branches. "Pay my children's 
school fees regularly," you say. (Yes, 
Sir), "Pay my car taxes every 
quarter." (Yes, Sir). "Remit my insu¬ 
rance premiums yearly.” (Yes, Sir). 
"Collect the dividends on my 
shares." (Yes, Sir). 

Prompt, unquestioned and never- 
failihg obedience to your wishes. 
Open a current account with Union 
Bank and feel like an Emperor. 

® dkufKSoifM. 


THE UNION BANK'Of INDIA LTD. 

60/80 ApaOo Strest, Fbrt,'Bomtwy * Branchsatairovar India 
Telsx contact with countrioa all over the vvortd 

the ; NIlllON NEEDS TOUR ^VMe8 


Atnuai.io 




fummutg 

(Rt twa) ^ 


Kaaenro Bank 

Novi 

Belt 28 

0NME4 

'»av2,, 






>82 

1 

Note.olrcixiatiott 

22434» 

28S148 

222049 

2083.79 

2 

BUj^ coin 

120.28 

120.66 

12348 

X8X.14 

3 

OepolBits 

, 

' 



; 

(a) Central OoVt 

48.48 

■ 47.97 

7849 

49.90 


(b) Other Govts 

,727 

14.80 

2.64 

14.08 


( 0 ) Banks 

i(a.io 

12047 

77.92 

74.13 


(d) Others 

163.77 

161.13 

' 160,68 

160.18 

4 

Foreign, itocurliies 

1 92.46 

ffii.46 

92.46 

88.(« 

5 

Balance kbroad' 

7.31 

9.94 

8.60 

6.64 

0 

Rupee securities • 

1939.31 

193941 

1914.31 

1788.29 

7 

Investments 

230.10 

286.79 

l'ra47 

166.SO 

8 

Lodns and advances 



A 


to Govts ♦ 

64.22 

63.48 

86.60 

40.63 

9 

Other loans ttnd 






advances 

138.66 

1 

138:79 

144.67 

161.90 

Scheduled Banks. 

Oet25 

Oct 18 

Bep97 

Get 86, 

1 

Aggregate 




*62 


Deposits (het^ 

2233.06 

2216.07 

2216.46 

2052,06 


Demand (net) 

974.76 

96240 

968.97 

805.39 


Time (net) 

1268.81 

1283.27 

1246.48 

1246.67 

2 

Cash In hand 

6646 

66.98 

50.92 

47.re 

3 

Balance with 






Reserve Bank 

113.77 

75.20 

81.50 

76.65 

4 

(2) + (3)'as % 






of (1) 

7 62 

5,06 

S.98 

648 

5 

Borrowings from 






Reserve Bank 

188 

1.94 

1.86 

9.35 


(a) Against usance 





bills and/or pro- 





mlssory notes 

— 

— 

0.10 

7.39 


(b) Others 

1.S8 

1.94 

1.76 

1.98 

, 0 

Advances 

1237.66 

1246.51 

1233.15 

1175.07 


(a) State Bank 

233.87 

236.60 

236.39 

254.12 


(b) Others 

1603.79 

1009.91 

996.76 

920.95 

’7 

Bills discounted 






(a) Inland 

173.98 

173.10 

168.07 

159.50 


(b) PVtrelgn 

57.81 

66.30 

50.90 

61.23 


(c) Total 

231.29 

229.49 

218.97 

210.73 


(1) State Bank 16.85 

14.95 

1348 

15.18 


(11) Others 

214.64, 

214.54 

20049 

185.66 

8 

(6) + (7) as% 






of (1) 

46.77 

66 60 

66.54 

67.53 

9 

'Investment ih 






OoVt securities 

759.34 

769.09 

779.43 

712.50 

10 

(9) as % of-11) ' 

34.06 

,34.71 

35.18 

34.72 


Bopiba^ -Money Rartes 

(Per tent per mnum) 


Call money 

Oct 36 

4>etl8 

Sep 27 

Oct 86, 
*62 

frpm. Banks 
Oeposthf; 

2.40 

.^80 

2.02 

2.00 

■ sevaa^iyiSiiyB 

3,00 

2.00 

2185 


Thre^‘ months 



-» 


Biz. months 

3.76 

3.75 

3l76 

3.TO 


NinilBER 

- [Aioai 

’ ' * ' 

Qpoup A Su)><Oroi^p 
roia ArfUfM ^ 
Oaraala ' 

Pulses 

Fruits A. Vegetables 
MUlc A Obee 
Sdtble OUs 
Flab, Eggs A Meat 
Sugar A Our 
Others 

Ugaop-A Tobacco 


2&»-68 2|.9g3 gl<S>68 igMi ‘ 
ifB.7 ma mj pib , 

U7.« 11?A ' 1X84 

1124 UU 108.4 iSj ' 

m.« 111.8 1414 

120.2 1204 128.4 . |2i8 

103.1 1844 1S4.7 - |484», 

148.0 100,0 153.7 1044,’ 

217,4 2204 . 212.0 XBAl / 

182,7 182.7 181.0 1804 


Tobacco ' 

115.8. 

115.8 

1164 

Fool, Power, Ught saUt 
LubfloaBto 

U94 

1284 

' 1394 

Industrial Baw 


' 

' 

MaSaHals 

IMJt 

140.4 

141.7 

Fibres 

130.4 

132.0 

133.6 

Oilseeds 

164.9 

160.7 

160.4 

Minerals 

91.5 

914 

91.6 

Others 

m.3 

1214 

128.4 

Maanfacturea 

ULl 

121.1 

181.0 

IntermetUato Prodnets 

1894 

189.3 

1884 

Finished Products 

mB 

1294 

186.6 

Textiles 

128.0 

128.0 

1274 

Cotton 

135.9 

186.9 

1364 

Jute 

102.0 

101.3 

99.8 

wopuen 

166.6 

166.6 

156.6 

silk A Rkyon 

136.3 

137.6 

140.1 

Metal Products 

163.7 

163.7 

163.7 

Chemicals 

117.1 

117.2 

117,4 

Oil Cakes 

166.0 

165.6 

164.8 

Machinery A Transport 
equipment 

128.9 

123.9 

123.9 

Others 

1284 

128.6 

1284 

Ail Conunodttlew 

186.S 

1364 

1364 


Foreigpt Exchange Keaerves 


End of 

{Rs Lakhs) 

Amount 

Variations over 
the pt«viou» 
year/month 

1963: Aug 

257,19 

— 5,04 

July 

262,25 

— 26,75 

1962- Aug 

240,44 

— 2,92 

July 

243,36 

+ 2.11 

1962-63 

295,10 

- 5,21 

1961-62 

297,31 

. — 6,30 

1960-61 

303,61 

— 59,26 

1959-60 

362,87 

, — 16,05 

1958-59 

378.92 

~ 42,30 

1957-58 

421,22 

—259,88 

1956-57 

681,10 

—143,51 

1951-52 

78649 

—164,72 


Source i Reserve Bank of India. 

Prodaotloa of Petroteom and Potrotemn Products 

(’000 Metric Tone) 


I Crude petroleum 
[ Petroleum products 
I Light distillates 
Kerosenes 
Diesels. 

i Lubricants 
Bitumens 
Heavy ends 
Others 

Total of pctttdeum 
. products 


July ’63 

June 43 

July ’62 

1962 

(Average) 

— 

123.2 

92.3 ' 

83.1 

135.1 

119.1 

107.0 

96.8 

129.1 

123.0 

105.4 

97.3 

171-5 

162 5 

153.3 

149.3 

2.6 

3.6 

1.4 

2.1 

33.6 

23.8 

31.3' 

30.1 

191-4 

209.1 

, 180.0 

162.9 

8.7 

9.5 

11.9 - 

. 10.7 

672.1 850.6 . 

of MUflU) and PueL 

390.4 

t 

, 3494 


’V;^''‘^ ; ■''' ‘,J[S£&''' ■’ 


}¥2‘\^/ 

jim^m'’r-‘:r^r 

&j!hir'^'-s,'..>Jj^. ^.i* \ 



*) 




W '1..V 

'* ^'* , >;^-' 

' 't^-sa 

'tt^ 


o 


& 


Tot^ 
K 


'&na& JwHngs 

Satnagt Ceitlficstes 

34,27 969,24 

2*,dr 

'H7;ir 

29,91 991,11 “2S',59 

860,18 

361,41 

944.73 

341.48 

172,3 


. ~ S3 


. ■» 

55 -i. 

77 

— 

59 


< 86 

.2 

~ 1,23 


,V11 

, -• 1,32 — 

1,73 

v*^ ^ 

, 1,40 

—n' 

1,89 

65,32 

ta ywpt 

Jim ;Ce]ti6cikt«» 

- 42,82 

. 

43,87 

— 45.34 -- 

60,15 


46,23 

' -• 

' ,12,yean - 

8 339.14 


361,25 

— 365,29 6,25 

364,38 

42,08 

368,16 

79,81 

347,86 

yean' ' 

Ainf«^y Certffieaces 

15,91 . 

' ' 

16,01 

16,05 

17,13 

—* 

1£^31 

7 - 

17*91 

<(l),yean) » 

Gttttulativi Time Dejiaeils 

2 ■ 3,81 
30 ' 9,29 

2 

3,82 

2 3.83 4 

^71 

50 

3,83 


sis 

-5 yean . 

.44 

8,62 

4? ‘ 8,41 27 

6,49 

. 3,79 

7,55 

2.33 

8.96 

10 yean 

Post £>ffice Savings 

23 - 4,28. 

19 

4,06 

18 3.88 14 

2,41 

1,67 

3.96 

1,01 

Rank.'Deposits 

Qsah CeniRt^tes, Defence 
Savii^ Certificates and 
Defence Savings Bank 

21.37 350,61 

18.84 

346.63 

19,68 346,68 ' 21,79 

342.61 

242,01, 

351,71 

241,05 

347,90 

Deposits 
, Treasury 

— -42,68 


-42,66 

- -42,64 — 

-42.55 

— 

^2.62 

— 

-42)46 

10 years Dmosit {3J%) 

— 18,20 


18,93 

— 19,37 — 

16,20 


20;38 

—t 

27,^3 

Sovmgs Certificates (4*4) — 60,50 - 7 - 60,37 — 60,62 — 60,51 

hide : Annual figures relate to the year begiiuiiag ApiL R=Receipls; 0=Outstandings. 

•M, 

60,70 


58,36 

SotMCa 1 Accountant General, Posts and Telegraphs Department, Government of India, and Reserve Bsnk, of (tndig. 



INPUSTBIAL FINANOE CORPORATION 
liaUlHjies sad Assets 

> (Ri Lakhs) 

Figures for the hut FriJav of 
Au«’63 July'63 Aug’62 1962-63 

Liakilitie* 


Reserve funds 

2,85 - 

2,85 

2,16 

2,22 

Reserve for doubtful 





debts 

14 

14 

14 

14 

Proviiion for taxation 

' 1,44 

1,44 

59 

59 

Bonds and debentures 

28,24 

2824 - 

22,24 

28,24 

Borrowings 

27,07 

26,93 ' 

20,43 

24,85 

(i) From RBI 

. 10 


6 

— 

(ii) From Govt 
(lit) In foreign 

24,75 

24,75 

19,75 

23,75 

currency 

2.22 

2,18 

62 

1.10 

Other habilitiei 

23,91 

22,90 

20,19 

21,04 

Total liabilities or 





assets 

83,67 

82.52 

65,76 

77,09 

Assets 





Cash in hand and 





' balances with banks 

1.65 

1.94 

2.52 

3,59 

Loans and advances 

59 92 

59,58 

49,16 

55,63 

Other assets 

22.49 

21.00 

14.08 

17,86 

Source 1 Reserve .Bank 

of India. 





Coal Production and Despatches 
(Monllily Averages or Calendar Monilis) 


('000 Metric Tens) 


1963 • 

June* 

' Raifingi 

5,259 

'Dmpaiches 

5,718 

Stock at 
pit head 
4.538 


May * 

5.718 

4,888 

4.529 


April 

5,696 

. 4,969 

4,269 

1962 : 

June 

4,835 

4,360 

3,840 

1962 


5,129 

4.573 

3,483 

1961 


4,675 

4,190 

3,290 

1960 


4,384 

3,860 

3.458 

1959 


3,984 

3,522 

2,729 

1958 


3,838 

3,415 

2,808 

1957 


3,683 

3,190 

3,331 

1956 


3.338 

2,959 

2,810 

2.685 

1955 


5,236 

2,789 

1951 


2.915 

2.473 

2,824 


• * t^toviskAMd. 

I Coal Controller, Miniitry of Mines and F«el. 


STATE FINANCE CORPORATION^ 


LteUlHies and Asaetg 

{Rs Lakhs) 

Figmes for the last Friday of 
Aug’63 July'63 Aug'62 19624a 

No of SFCs 

Uabilities 

Capital and reserves 

15 

15 

15 

15 

(i) Paid-up capital 

15.32 

15,32 

15,11 

15,32 

13' 

'(ii) Reserve fund 17 

(lii) Provisioii 4or bad 
and doubtful 
debts and 

17 

T 

13 

other reserves - 

38 

35 

20 

26 

Bonds and debentures 

18,48 

18,48 

J6.48 

' 18.2? 

Other liabilities 

Total Kabiiities or 

18,01 

17,6'7 

10,98 

13,76 

assets 

Assets 

Cash in hand and 

52,36 

51.99 

42,91 

47,76 

balances with banka 
Investments in 

3,71 

4,33 

6,85 

4,12 

Government securities 

4.34 

4.29 

4^43 ■ 

4,6i 

Loans and advances 

34,78 

33,82 

25,58 

31,93 

Debentures 

22 

22 

13 

22 

Other assets 

Source : Reserve Banl 

9,3i 

: of India. 

9,33 

5,92 

6,98 


Joint Stock Compaitles 


New Registrations and Lktuidationa 

{All Amounts ia Rs Lakhs) 

July’63 June’63 July'62 1962 


Incorporated and 




fAveiage) 

registered 

No of companies 

89 

70 

127 

12B 

Authorised capital 

Ceastyl to work 

12,39 

t 

j 7,16 

19,72 

25,82 

No of companies 

70 

■ 74 

67 

94 

Pud-up capital 

OVerndl variation 

7,16 . 

26 

92 

55 

in paid-up 
capital of aR 
companies 

-fl2,36 

+ 9,16 

+29,56 

+ 15,05 


Saaree i Deoartment Company f-aw Administration. 


Ministry of Commerce and Indtistry. 

' 187? 




^ '' f?,lStv.. 
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CHEMICALS 


• pharmaceuticals 


■AB. 


hi. 
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THE ATUL PRODUCTS LTD 

AtuI, via. Bulsar, 

4 Wettern Railway. 
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¥^ruitless Appraidal 


‘NO onB in hia sensed would ever think that to the piroBlena of g£t>t>ul- 
ture in a vast country like ours with sUch wide vatiatityi^ in di- 
matc, rtunfall and soil, tenancy and administration, thett' •ctinild fae a 
unique solution. It does not follow, however, that by spreildiK^iMItn* 
selves all over the field — the very diffusivenegs of the Btateiqffi^iasUed 
shows it — the National Development Coutidl deliberated to any pur 
jx)se or achieved anything. If agnculture was to be j|dven 'futWent 
importance, at least Pandit Nehru’s suggestion that the chief Ministers 
of the States should take up this portfolio deserved consideratiotL But 
It waa not even mentioned in either the reported proceedings oti^^o 
official statement. The only concrete result of the meeting waa/w!^; 
decision to set up an Agricultural Producdiai Board at the natianal 
level, with tlie Minister of Food and Agricultuse as Chairman and ^ 
Ministers of Planning, Agriculture, Community Development and Co¬ 
operation, and Irrigation and Power, and the member of the Planning 
Commission in charge of Agriculture. The composition of the Board 
is thiu entirely Central. It may achieve somewng if it suceeedohin 
coordinating the work of the various central agencies which are otui- 
cerned with agriculture. But the States are not lepreaented nsi and 
without tlie State.s, how far can the Centre *go in the matter of 
agriculture? 


Prospcc t for a Labour Governmrnt 
(fiom a London Correspondent) 1891 

Higher Education in India in 
the Lighl of the Robbins Report 
— A K Dasgupta 1895 

Growtii Components of Population 
Change in an Open Economy 
- Riad B 7'abbarah 1899 

Iiiigation and Crop Inlcnsily in 
India 

— P R Rao 1902 

AROUND BOMBAY MARKETS 
Dalai Street Turns Ernitic 1906 

BUSINESS NOTES 

Tata Chemicals — Money Market 1907 

CURRENT STATISTICS 1909 


That, however, is not the crux of the matter. It would be idle to 
deny that some progress has been made In agriculture over ' flic last 
decade; even so, dependence on rainfall being still overwhelming, any 
one year’s production remains susceptible to wide fluctuations. What 
should have concerned the NationaJ Development Coundl, therefore, 
was not the bad crop last year and the not so good crop the year 
helore, but the u'liinistakcable signs that tlie modest upward trepd 
observed earlier has been flattening out. Over the decade sigHificaitt 
improvement has been achieved, the long historic spell of st|^||ll)i|ltl,pn 
has been broken, but that improvement is coming to an elhd or slewing, 
down, resulting in a loss of mome'ntum and the symptoms of stagnation. 
What has been tried out so far has achieved in some measure the 
results that could be cx,prrted—agricultural, extension, ute of fertilisers, 
some changes in techniques that are possible with the cultivator’s v^ry 
Uruited resources, and so on. Not that any of these means cannot be 
pushed furthej- or has reached a saturation Jioint hut the further pro¬ 
gress that can be expected .from tliem are now limited, ‘The oaXt 
spurt must come from a fresh impulse to growth that can be impartSs^ » 
to agriculture. 


The Economic Weekly 
65, Apollo Street, Bombay-1. 

, CCONWEEK 
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Where is this impulse to come from? Can it come from stremgdt- 
riling the motivation of the cultivator for better productivity by makinj^ 
his rights in land, still obscutic and hemmed in by restrictions, rei^^ 
secure and demonstratively so? Will it come from a big pilsh in iwAy 
niques such as injection of substantial quantities of ferrilisexs into the' 
'soil, fay covering all nori-irrigated fields with pumping set?, by sprfiyi' 
ing pesticides all over, by universal introduction of 
ments, or a oombiBation of all these? 
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mr JnRupiiiK ilNi^lopQieu GmMi 
’‘Ewiyifciwf'* iy 
. !^;^|i|!i!dl .<i(K)rdiiiadoA Ix^*' 

w«ei) Apgnaninet ati«i ttie difjTMvnt 
agencies, at the State, 
'district' and bl^ leiveis; special 
uMaaures {or Ic^d ci'ops and .com' 
mercial cro^; more inte^ye cutl-, 
tiVation in selected ayeae». presum¬ 
ably, through ,t|ie paclcage prcigrani^ 
me ivhich tne^ or die States have 


■4.4,; ' 




and 8e«n;hhig<.i|crttii^, For Ae «dd>. 
term {t^uit» ^ vvisi^r, cafll^ w 
tnicde a scapegoat. '' ' * 

■ True,, faiuuc in the,' lion-agricul- 
tural part •{ the ^laa is, not Imme; 
diately reflected to any great ex* 
tent in the ao^icalled' gn)>w^ rate 
which is heavily weired by ;^the 
performance hi ‘ agricultura'' iuid 


' ini^Lih i^ dia^ iMae .aei , „ 
‘haltingf.whaf pSctute coh ofle-^w 
ol dhrlature?' A good- m Ihd 
last t,wo' ycaie ,of ^ the PI^' '*9^ 

' sdji bnn^-up Ihe gmwtb '.Mfe tO' 
the a^rage of dba l^nal’ 

. hilt,, sordy, -that would ,• 'oot atf 
ipuch almut the Plan’s perfoeroahoe? 


be^ tardy or .reluctant in taking 
' up; better use of research, more 
agr icnjtutal education., and .training, 
wliat do tl^ add up to? Pretty 
inuch what is be,hig tried now, only* 

• with the exhortation that it should 
be -pushed a little more energeti¬ 
cally. Is it surprising that'people 
^ould find all this platitudinous, > 
purposeless and unprofitable?, 

The Nabonal Development' Coun¬ 
cil met ostensibly to review the mid¬ 
term' appraisal ef the Plan and fhis 
. is what its d^liberatiens dame to. 
Its special authority being derived 
from, the presence, of the Qiief Min¬ 
isters of the States, the Council pro¬ 
bably considers it beyond its pro¬ 
vince to pass judgment on the Plan 
performance as a whole. Had it not 
been so inhibited, it could have 
done something useful by bringing 
out .the deficiencies and rendered, 
valuable service by putting its 
weight behind, its assessment of the 
non^agricultural part' of the Plan 
'—-the more dangerous and alarm¬ 
ing stagnation that has overtaken, its 
hard core — the heavy industry 
complex, more specifically. 

For once, One must protest that 
agriculture is being blamed too 
much. This has nothing to do with 
the relative importance of thjs sec- 
,tor, nor is it to say that there 'is 
nothing -Wrong with agriculture or 
that its performance is as good as 
can he'expected. The, .point is worth 
eitnphasising, while assessing the 
progress of tfie Plan as a wjiole — 
what else is the mid-term 'ippraisal ? 
•. that failure' in agriculture has 
not by itself held up,'the progress 
of the Plan. The familigr pattern 
in the past*of investment activity 
being ‘glowed down, or temporarily 
held in abeyance , bb&aifse of th** 
danger of inflationary pressures by-'’ 
ing - actuated by fbd^ shorting© - 
rising' food prites^ rising wages and 
casts, in that Ofder —- sit least that 
has not reappeared. What has been 


Japanese 

AN aUempt on the Prime Mini¬ 
ster’s lifjs is g oomiBon enough 
occurrence in Japanese political life, 
particitiarly in a time of disturb¬ 
ance. This time the disturbance is. 
Japan’s preparation for elections 
next week. Ute ruling Liberal-De¬ 
mocrats with one year left to' thair' 
term of office, and 289' seats, fkce 
137 Socialists, Is .Democratic 5m 
cialists, ^ Codununists and two 
independents. The Opposition can 
hope, ’on the basis of the last three 
elections, to increase thcir vote by 
three to five per cent, consolidating 
their hold on Toughly forty ,per . 
Cent of the electorate, but. not nece- 
Bsarilv achieve the same result in 
seats. , It is not clear whether the 
Socialists will at long last capture 
thirty per ceiK of the vote, a sym¬ 
bolic divide. 

All parties -are fielding large 
teams-^ the ruling party 350 can¬ 
didates, socialists 235, and . demo-. 
cratic socialists 61. However, as sig¬ 
nificant as the Inter-party contest 
is the inner party struggle. . Ikeda 
needs to raGfy hig position as Prime 
Minister not just in general terms, 
hut also to ensure he will become 
.Party President in next July's Par-' 
ty electrone—a r^ult anly guaran¬ 
teed if he is strengthened by- the 
present elections.- claims at 

present ,50 Diet ^ta, while his ri¬ 
vals, Sato and Kono,- claim 49 ^nd 
35 respectively, nnd aim to increa¬ 
se their Dipt following in- the pre- - 
.sent eIe<;ti'on to about 60 each. 
The at least teven other significant' 
groups in the Party have not so lac 
entered the ' leadership struggle. - 
The political diffier^ncgs between the 
rivals are ob8c.ure, although Sati; 
is rated as moTe pih-American than 
Kooo who iii,Jl9^, during the.Se-, 
.curity Trwty turmoil, tried to cjns- 
aite a more eas^-oriented party.. On 


EleetioDB 

'the fringes of the Party, a fangtical 
Budhist met ^t entteied; poli¬ 
tics 'fn, 1935, and has taiA whh .in¬ 
creasing stRcess (it how clainiB' to 
be this third Ikrgest group in the 
Upper HouSe), the Soka flakkah 
will no doubt be campaignifig on a 
right-neutralist platforili. ' 

The left is scarcely more United 
th^n the ri^t. The split between 
Socialists and right-wing Democra¬ 
tic Socialist^ has not intensified 
the homogeneity of either party. 
The Sociimsts re-elected Sakuro 
Eda as- General Secretary (a'nd de¬ 
feated the ‘anti-main stream cu^ 
rent’) without • thereby elimipating 
rivalry between the four iriajor 
Party groups. Seuhiro Nishio 
in the Democratic Socialuts still 
manages to maintain his ‘main 
stream’ predominance over his 
nearest rlv;gl, Tetsu Kalayaraa. 

Last summer’s Ninth Congress 
Against Atomic and Hydrogen 
Bombs (organised by Japan’s Gen- 
suikyo, an anti-bomb umbrelta for 
many left groups) precipitated the 
final split between Communists and 
Socialists who have now set up a 
, separate anti-bomb organisation. 
Communist dominance of (Jensuikyo, 
however, is vitiated by their own 
severe Sino-Sovirt: split. In any 
case, Communist Influence in the 
trach unions (Sdiyo) and student 
movement (Zengakuren) has in re- 
-cent 'years slowly been reduced, 
leaving the field open to rival fac¬ 
tions of non-Communist Marxists, 
'the priine instigators of the 1960 
struggle against the Security Ti-eity. 

The ruling party will attempt to 
divert electoral attention abroad, 
but the left is strongly attacking the 
current. inflation and.receas^ since 
1962.- Severe Ubout- shti^aget and 
the resultant rising, costs helped to 
inflate consumef prices -'some six to 
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<lo%aty;\to liSfflUtion am a cuw.^Mf 
. thi» ’C^ amnejr that haa 
mulaied i^aat growth, the :Gowrn-, 
n»«t W little’ reason to fear, the- 
poTe^ ebonoinio chrtives since, al*' 
though laat year reconusd only a 
per eent‘ increiue in grpsa national 
romlttct,'' i(etiM h^et ‘ thui, say, 
IMthh or Ameiiean rates in recent 
years), the three years befoie that 
recoraed rites of tfi, 13 and 14 
cent respectively. With such a base, 
lapses can still fulfill its target 6{ 

. douhiipg per capita income 'in one' 
decade* 

' 6ther election issues concern 
Japan-Korean relations, the proposed 
visit'of US submarines to< Japanese 
ports (a question that'reopens the 
controversy on Japan’s relationship 
to America), and the effects of 
Washington’s attempt to strengthen 
the dollar. Japan’s Finance Minister 
has estimated that the Kennedy tax 
on US investments abroad will cost, 
Japan 330 million dollars per year 
— an overestimate, -but One which 
demonstrates that this is a )ive poll-, 
lical issue, The ‘Buy American' 
campaign is likely to have more 
serious effects on Japan’s foreign 
exchange position. 

Ikeda can cite as evidence of 
Japan’s progress its admission into. 
OECD,- but .the left can counter¬ 
attack that this admission, entailing 
more liberal i.»ed trade and competi¬ 
tion in tke domestic market, must,- 
stimulate a further growth in con¬ 
centration and cartelisation of busi¬ 
ness — (Quoting as example the re- 
ce.nt reme.rger of Mitsubishi’s heavy 
industrial interests. Inflation gnd 
the restoration of the Zaihatau, ihe 
pre-war business elnpires, are the 
principal left targets. 

Japan is likely in the election to 
play safe again and opt for stability 
,—particularly since the tnUjor pro- 
pbrtion of the electorate is still 
rural. But the similarities between 
West Germany and Japan in terms 
of phenomenal boom and. preference 
for rlght-otcentre governments, 
should not obscure the difference ; 
Japan still has a revolutionary Lefb 
and. the combined radical, vote is 
creeping up slowly. Ikeda’s bid to 
buy off the Left with pipsperity (in 
imitation of the Wesi) might be too 
late. ■ ' 


JP thd^LUe ItiauraBce GoijMWlatitfU 
> goes into . general ’ iterance 
business, 'if will ’-noit be as big a - 
chata^'as die nodonalisation of 
life Insuraitas. |t may mean, huvv'. 
evey, pn^resslve nefionalisatioR of 
generiU iAsurahee duroug^ die back- 
ddor. For L I C will inevitably 
take away the' {Srger part of the 
available business in thh hear 
future^ 'U 1 C subsidiariea have 
aireadv token 9 Ver the majpr part 
of punlic seefor insurance; besides, 
3d-per cent, of all ireinsuyance in 
India has to he ceded' to Indian 
Guaranty, one-of L I pa subsidi¬ 
aries* L J C, however, will have, to 
operate in corfipetition with private 
insurers, 

, Why Lie wants to go into gene¬ 
ral business • or, for that matter, 
whether it will’ do sO at all, nothing 
has been stated officially. If -L I G 
is to write general business, an 
amendment to the L I C Act of 
1956 will be* required. After that, 
L I C would have to seek fonhal 
registration with the C«intrbHer 'of 
Insurance for underwriting fire apd 
marine business.’ It is now regis¬ 
tered only for,life and miscellane-, 
nous business, though it has not 
undertaken any business other than 
life. 

The immediate purpose of going 
into general insurance could be to 
check the malpractices of rebating 
and in.lation of expenses, and to, 
bring down the (general*level "of 
premium , • rates. TTieiie are inter¬ 
related to some extent. Malpractices 
ca-n be checked if the rates ate re¬ 
duced but that is not all. Malprac¬ 
tices arise because the market is 
small, the number of insurers is 
relatively large, and business, firms 
do not observe ethical standards in 
the purchase of materials, and- ser¬ 
vices. The emergence of L 1 C as a 
competing insurer Cannot be expect¬ 
ed. to* improve business morality but 
it can help in dealing with the 
, other two causes of malpractices. 

At the end of 1962. there were 
147 private insurers in India, .of 
which 70 were foreign la 1961, 
they had total assets of Jls 85 
croros and, totAl net premium in- 
. come of Rs 47 crores.’ The share 
of (Indian co^opanies in these was 
R» 73 crores and Rs 39 crores. res-, 
pectively.-. Most of the companies 


agr'' 

had little i buahieBa' of ^napro thah 
Rs J cror6.* About 72 ,per ^enfwf 
pWrolum incoM woa earned hqi 
companies registered': in ^ahorash: 
tra and 'another 17 pet oent By 
those registered ifi ^West Bengal. 

Hie geographical- distributipa of. 
inattrance cpverage is .not giv^ in 
the Itasuranlce Year' Book but ®t 
must naVe been confined to otdy a ! 
few large urban industrial centres. 

, The first'concern of L 1 C-musl be 
to expand the siae of the market * 
gnd this requires, not just lowbr 
rates but also a vigorous organiga- . ’ 
tienal efjort. 

If L I.G.ehters tfie, field, small 
private msurance companies wdl 
inevitably die weeded- out. This 
process is glrpady under w^y; it 
.would be expedited. The gdins 
would accrue wgely-to the public 
sector, instead of being monopolised 
by a few insurance comparti^ con¬ 
trolled by large business groups. 

This would be prcfqrahle both td • 
compiilsqry .mergers whi<^ would 
take a lohg •time' and ‘ further 
strengthen the big grblips, and to 
outright nationaiisafion \vhigh is 
unnecessary because general, unlike 
life, insurance is a short term ami- 
.mitment which has to be renewed . 
frequently. L 1 ’ C’s' entry would • 

' also tend to reduce the share of , 
foreign insurers who, at ■ present,, 
bOok about one-foarth, oF the tt>ta! 
premium and yet, ^koep the field 
open to them.' ‘ . ‘ 

, 4 ‘ 

, .So far as the .investment of gene¬ 
ral insurance funds is' concerned, . 

It ’is doubtful that g significant- 
fransfer frOuj .shares to Govern- • 
ment securities will mk*? place. The 
total size of tbeae funds will re¬ 
main small, as compared with life 
funds, for a long time. In 1961, 
general insurers inverted Rs 10 
cyo^es in- Indiab (^vernment and 
serni-Government securities and Rs 
25 crores in debentures and shares.' 
The L 1 C in that year had an--in¬ 
vestment of Rs 430 crores in gilt-', 
edged a’nd Rs 101 crorfes in deben- - 
tures and shares. Between 195^ 
and 1961, the proportion of Gt^- 
ernment securities in the total assets 
of general insurerk fell from 20 to 
8 per cent while that_ of, ordinary 
shares roise from ' 10 to 22 per ' 
cent. Private insurers would still 
be free to choose their investment 



:ttem rwiibi^ ^ limitik tion ik vprinWti^«o?^>'^ng up 

Burandt Act, and L I C is, alter of .general insurance by L I C tec< 
aS, not altergk to investment ia ce{H from the g^ral insurers, 
idsares. The L1C management, however. 

There can hardly be much objeC' had so far fought shy of it. Will 


it'prdve 'ei^ualSte 

a buyers* market, in which the 
competition is severe and ibe risks, 
includhtg that cd adverse parlia¬ 
mentary comment, great? 


Weekly Notes 


HaUways; Shortage or Surplut? 

^HE interim report of the World 
Bank team on coal transport 

questions some of the current no¬ 

tions about the likely position of 
demand for and supply of rail trans¬ 
port by the end of the Third Plan. 
Having adjudged that the “one 

single, all-embracing cause” of the 
transport crisis of 1960 and 1961 

was the railways’ failure to provide 
enough capacity, especially in roll¬ 
ing stock, ahead of demand, the 
team is full of foreboding for the 
future. It estimates that even if de¬ 
mand at the end of the Third Plan 
falls short of Plan expectations by 
as much as 10 per cent as a result 
of shortfalls in production, the 
planned increase in rolling stock 
will not be sufficient to meet the de¬ 
mand for rail transport. The “mini¬ 
mum gap” between demand and 
supply is placed at 20,000 wagons 
and 200 locomotives, and it is re¬ 
commended that in the remaining 
years of the Third Plan at least 
some 4,000 wagons and 100 die.sel 
locomotives should be added ter the 
rolling stock over and above what 
is provided for in the Plan. This 
would not close the gap, but it 
would relieve the shortage expect¬ 
ed to develop, 

This prognosis contrasts sharply 
with that contained in the Planning 
Commission’s mid-term apprai.sal 
which is that, because of the lower 
production of coal and steel, the 
railways are likely to have surplus 
capacity at the end of the Plan. 
The contrast is particularly interesl- 
ing because the likely shortfall in 
the demand for rail transport ex¬ 
pected by the Plaruiing Commission 
is actually less than that anticipat¬ 
ed by the World Bank team. Where¬ 
as the latter expects that demand 
will fall short of the Plan target 
by 10 per cent, the Planning Com¬ 
mission anticipates the diorlfall to 
be only 6 to 8 per cent, This not¬ 
withstanding, whereas the Planning 
Commission predicts .surplus rail¬ 


way capacity by the end of the Plan, 
the World Bank team urges higher 
investment in rolling stock than 
earlier envisaged to reduce Iikt-Jy 
shortage of capacity. 

Which of these estimates is borne 
out by the actual position as it de¬ 
velops in the next two years will 
depend, in addition to the volume 
of traffic that materialises, on tli'' 
pattern of goods movement, relative 
shifts between different modes of 
transport, particularly the railways 
and road transport, etc. It is un¬ 
likely that it has been possible for 
either the Planning Commission oi 
the World Bank team to lake full 
aceount of these factors. The one 
body which could be expected to 
give a more definite picture— the 
Committee on Transport Policy and 
Coordination, which is charged with 
recommending a long-teim trans¬ 
port policy for the country as well 
as delineating the role of the tliffci- 
ent means of transport m the next 
five to ten years — is silent ewn 
though it has now been at work for 
more than four and a half years. 

Irrelevance on Education 

JF any one had expected that the 
Conference of Education Mini¬ 
sters, Vice-Chancellors and emi¬ 
nent educationists would get u.s 
nearer a clear enunciation of long- 
run edugatidn policy, he must be 
disappointed now. It was not that 
the approach was insufficiently com¬ 
prehensive. In the course of its 
three-day deliberations, the Confer¬ 
ence covered the whole gamut of 
problems, touching on elementary 
and secondary as well as university 
and higher education. What con¬ 
clusions it arrived at is another 
que.stion. 

There was some repetition of 
familiar targets — free, compulsory 
universal primary education for 
five years by the end of the Fourth 
Plan — and of incontrovertible 
principles ' bringing all girls of 
the relevant age group to school. 


There was also some discussion of 
loans for building programines, 
which yielded a surprising spurt hf 
recomiiiendationB. Such loans, it 
was suggested, should be interest- 
free, II or cJiarged no more than d 
per cent, with interest waived for 
the first year, and tlie period of 
repayment should be increased from 
15 to 30 year.s. 

In the matter of secondary and 
higher education, the Conference 
was able to set down some goals 
“towards which the country should 
work even though considerations 
of finance and man-power may not 
make it possible to implement it 
in all the States in the immediate 
futiiic”. These relate to the dura¬ 
tion of school education, a question 
on which discussion has gone on 
for some time now. The decision 
was reached — apparently not 
without some difficulty — that 
secondary education should be 
spread over 12 years, and that the 
age of admission to the university 
should be generally 17 plus and in 
ho case less than 16 plus. 

But one is tempted to ask why 
so much preoccupation with the 
time span of education? Is it a 
necessary preliminary for raising 
standards? What matters more ■— 
whether instruction in the year 
prior to entrance to a degree course 
IS given in a school or college or 
whether that instruction is adequ¬ 
ate preparation for the study ahead? 
And, if standards are raised suffi- 
eienlly, will not the age of school¬ 
leaving go up automatically, while 
also providing scope for precociou.s 
pupils? 

No doubt, another point on 
which the Conference reached 
agreement was that the Standard, 
at the e’nd of the secondary stage, 
should be raised so as to be equi¬ 
valent at least to the ‘Intermediate’ 
level of the former four-year degree 
course. Apparently, each State i-s 
to devise its own means of achiev¬ 
ing this end. And that is hot go- 
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iKi 1^1 M ^lier* xl 
«4iln^l<w even As to the {n»|K>w. 
, sAetniclAry e^itecation. is it «o be 
BS tonnioal or as pre- 
piratoiy to the university course? 
Opinions seem to <Iiffer. Obviously, 
wre are and there will continue 
to be A vast number of students 
who eitbdr do not aspire or cannot 
afford college education. For them, 
the school is no doubt terminal and 
the education provided there should 
, be as practical as possible. On the 
Other hand, even if those who pass 
on to the university are a numeri¬ 
cal minority, their claim {or ade¬ 
quate preparation for the intellect¬ 
ual ardours ahead is not less 
powerful. Beyond a point, the re¬ 
quirements of these two groups arc 
different. So long as this fact is 
not faced, there can be no appreci¬ 
able advance in education. 

The Conference, unfortunately, 
seems only to have added to the 
existing confusion. True, it admit¬ 
ted the dual purpose of secondary 
education — “to make the products 
fit for employment in agriculture, 
industry, trade, commerce or other 
vocations and also provide them 
with opportunities of higher educa¬ 
tion should they later so desiie”. 
But it did not see these aims as dis¬ 
tinct and separate. Surely, the chal¬ 
lenge cannot be met by its sugges¬ 
tion that except for “academic 
courses in humanities and sciences”, 
the other courses should be “|ob 
oriented”. With such off-hand allo¬ 
cation, school education would con¬ 
tinue to be neither fish nor flesh, 
serving neither purpose adequately. 
There has to be a segregation of 
pupils at a stage prior to the end 
of the secondary course, .and the 
needs of the “terminal” and “pre¬ 
paratory” groups met separately. 
Unless this is done, there is little 
chatice of achieving the improve¬ 
ment of university standards, with 
which the U G C is so deeply — and 
rightly — concerned. 

Split in Booth 

the pressure for Arab unity is 
persistent; suppressed, it cre¬ 
ates tensions which must sooner 
than later erupt. The attitude to 
an Arab union is a key factor in 
the current split in the Baath 
Socialist Party' which rules Iraq 
and Syria, Having pursued their 
breach with Nasser to the point of 
no reconciliation, the leaders of 


,'5- f-'M 

' >had 'to .provide 'an 

native niAgnet to Arabs, de^ 
urge for unity. From this point of 
view, two results of the party’s 
Sixdi International Congress in 
Damascus last motith deserve spe¬ 
cial attention: first, the decision to 
unite Syria and Iraq in a federa¬ 
tion involving military cooperation 
and “complete economic union” 
and, second, the triumph of ex¬ 
treme anti-Nasser elements, led by 
Ali Salah Ei Saadi of Iraq and 
Amin El Hafes of Syria in the 
elections to the party’s central 
^ politburo. 

Union of Syria and Iraq as an 
end-goal is meaningless. Its real 
significance ig immediate:, as an 
earnest of the Baath path to Arab 
unity. The emergence of extreme 
anti-Nasserists in power in the 
party’s central leadership at the 
Congress seemed to indicate that 
this path would be pursued with 
determination. The Congress was 
closely followed by a reshuffle of 
the Government in Syria in which 
El Hafez replaced Salah Bitar, the 
leader of the moderate section in 
the party That a similar attempt 
would be made in Iraq was to be 
expected. It was, but with diffe¬ 
rent results. Here the moderates 
led by President Abdel Salam Aref 
appear to have survived the attempt 
and the Vice-Premier and extremist 
leader, Ali Saadi, has been exiled 
to Madrid. 

Differences between the Syrian 
and Iraqi Baathists have been 
known to exist for some time. Iraqi 
Baathists have been critical of die 
excessively brutal treatment of the 
Nasserist instigators of la.st July’s 
abortive coup in Syria. President 
Nasser himself has reserved his 
attacks for the Syrian Baathists 
whom he has called “fascist-s” and 
“murderers” while maintaining a 
discreet silence about Iraqi Baath 
leaders. Now the success of the 
extremists in Syria and their failure 
in Iraq drives the party in the two 
countries farther apait and emas¬ 
culates the Baathist alternative to 
Nar.serism even before it had hegun 
to take .shape. 

U N VS S Africa and Frionds 

TO put the latest U N General 
Assembly resolution calling 
UDon members to cut off supplies 
of petroleum to South Africa until 
it grauted independence to the 


in the conecj; perfective, 
it nee^ to be noted tluit between 
1946 and 1952, the General -AtAWDi* 
bly has passed no less tban 26 
i^lutioM against the racial poli¬ 
cies of South Africa and a nundier 
of others specifically concerning 
South-West Africa. At the seven¬ 
teenth session of the General 
j^sembly in 1962, 34 members, 
including India, moved a com-' 
prehensive resolution calling upon 
nwanbers to take far-reaching 
diplomatic and economic measures 
against South Africa with' a view 
to compelling it to abandon apar¬ 
theid. The operative part of the 
resolution, which was passed by aln 
overwhelming majority, required 
member Governments to; 

(i) break-off diplomatic rela¬ 
tions with South Africa; 

(ii) close their ports to all 
vessels flying the South 
African flag; 

(iii) prohibit their ships from 
touching at South African 
ports; 

(iv) boycott South African goods 
and prohibit export of 
goods, including arms and 
ammunition, to South Afri¬ 
ca; and 

(v) refuse landing and passage 
facilities to aircraft belong¬ 
ing to South African Gov¬ 
ernment or companies. 

Clearly, then, there already exists 
a U N embargo on all trade wdtb 
South Africa. A number, though not 
ail, of the Governments who supe 
ported the resolution have already 
implemejited it. Yet the total effect 
of their action on the South African 
economy has been negligible. Tbe 
reason is obvious. Those who have 
taken action are those, like India, 
who in any case had little or no 
economic and diplomatic relations 
with South Africa. On the other 
hand, the countries on whom South 
Africa is dependent for economic 
and political sustenance opposed the 
resolution in the General Assembly 
and have ignored it in practice 
since. 

To take the latest resolution on 
(he territory of South-West Africa, 
orineipal among diose who opposed 
it were the U S, Britain and France. 
Between them the thne - eauntries, 
with West Germany, account for 
more than 60 per cent of all South 
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, (^atrwf ’' Mw«*.' alrear# «f- ^nsioft: of ' ’ JriiHiitc' Ijttjfc, 

tij^ i£«p^tio!Bltot^eiko^tTOn* mire State intef\^ii|M>iC.tb*^ln^^ 
embfr^o *U1 twnftin iVi^ffectivr atiii - A World flank'R^Olt ' <,|^bli^d 
^, put^oMs of the rcM^utlofi wifi in September)' andean -OECD 
rbi defeated, ii'ieapective bf the rou-' , Report provide the ground ]ina,leriai 
»iwg support for it among, the other for prepattng ^paip lor her dejjot 
members. The ’ integration ot> the ' into the Common Udarkef. Cohodmi* 
territdty, of Sputh-Wcist Africa into tgntly, fainilien ‘defyebpAjent .prdb- 
South Africa has already gone far leiml ijave appeared — not the bast 
•and the process i«| unlikely to be is repre«eHt€«l m the- long and Wt- 
armsted hy the General Assembly’s ber struggle of the' Spanish miners 




gesture. ' 

Mmn for Sfiom ; ^ 

QN November 30, Spain’s draft 
; Development Plan will be sub¬ 
mitted to the National Economic, 


for a better deal, an event startling¬ 
ly unfamiliar in the .stagnant feu¬ 
dalism of fala'ngist Spajn. 

The precise shape of'the new 
pattern owes mqch to, the inspira¬ 
tion of France De,Gaulle has never 


Council t^ore it goes on fo the shared the common European dis- 
.Cabinet. One of the la.st rernnant^ taste foi Spain’s dictator — indeed. 


of ifiiefwar protectionism as well as 
politiral 'corporatism, Spain is, pre¬ 
paring to ‘take-off*. All that cheap 
Spanish labour that flowed into the 
Combon Market has started retiirn- 
i'ng to press for their homeland’s 
entry ipto the modern world. As a 
result, merely to survive, the pre 


the two have, similarities. Again, 
traditionally' France has had a 
strong! cultural influence over its 
Southern neighbour — French edu¬ 
cation is available in most major 
cities, and French, publications are 
widely read. Now France has loan¬ 
ed Spain an e.stimated ,Fr 800 mil- 


sent regime has sfoVvIy shifted its lion, and launched joint projects to 

role from dirigisme, to a liberal expand communications over the 

• but planned economy. This has Pyrenees, create hydro-electric ins- 

meant steady reduction in controls tallations. and lay down a natural 


devefopyiiucle^Hi pjtojecte, 

'cuisMutly 
Spain's i ' iof. 

mpuborsbip <A th« C«nanMm< W)'"! 
ket, ,Abput')itlf the piSjF juSttitMi 
tottrisis visiting Spain , tbia^ year’ 
were French. |t can fhjis.iiin’ ex*, 
pected that*; »fter, Fw^h' piaPniM 
experts have revamped fhe .^^iaa •, 
econPmy/ Franco, will be 
to refonn his own regime on Gaul* 
list lines, '■ ^ . 

The - Plan, • operative ‘ froih 
1964 to 1^7, tew ' npt yet 
been published but some details < 
have l^en issued by Sr Lopes Rodo, ■ 
the Planning Commissioner. The 
target is to increase ^ross natbi^tl 
product by six per cent per yeatv 
with particular emphasis on mkals,' 
chemicals, cement and paper. Pub¬ 
lic sector investment is "to reach 
-£2,000 million, ‘and private £3,000 
million. Transport, power, fishing, 
tourism (the target is 31 million 
tcninst* tier year), housing and' 
p,ducaticm are to be expanded, while 
productivity in, agriculture" te rais- 


“FREE 
AS A 
-BIRD... 

I Ij-efll.l 

•Take a tip from me-^consult the 
EXECUTOR AND TRUSTEE OEPARTMERT 

of THE .BANK OF INDIA LTD." 
The Bank oan act on your behalf as 
Executor and/or Trustee under a Will ■ 
Trustee under g Deed of Settlement' ■ 
Trustee under a Trust Deed 
securing Mortgage Debentures « 
Custodian Trustee 
' of a Will or a Settlement ■ 

Trustee.for Life Insursmce-Policies 
lindgr thd Married Women’s Prdperty-Act, 
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J^‘4'«ww'«» J«ii>9*r Iwfcei.fwli 
840,003 4oA«4V. %k 

fioductivity to acsoeraj Eutojjoan 
'^yeiai, is 4 «<^evwd' by Volnn- 
'*w* aaeifBB —^ bmnnesa will »lw 

. ImWi ^tfaer than whipped, 

' Whatha^ all thes« grand designs 
|U<0 Iri&a ihe abiiiijr of the ^a* 

• pi^ economy tb achieve is not 
ofear/^lTrere as little detail as yet 
. on ho^ it'i^ to be paid^or, although 
tins'inflow'of capital frightened by' 
revolutibna else^ere and attracted 
hy .Spain’s interest rates and alleg¬ 
ed stability is still high. Little in- 
fwmOtibn is avails^ble On exports, 
or on hoW Spain Will reduce its, 
lUngerous dependence in external 
{uyments on tourism and receipts 
.from emigrants. Nor has much 
been said on the imbalance of de¬ 
velopment in Spain’s economy, al¬ 
though, it is rumoured, the Goverti’ 
ment intends to set , up key growth 
mdus'tnes in three major backward 



All this . activity cannot leave 
the political structure untouched. 
The signs of change have long been 
there, particularly surrounding the 
persistent question of what happens 
when the old man dies. Some sec¬ 
tions of the Church have shaken 
loose from the falangisl regime, and 
show signs of infection front libe- 
nl Popes and the practice of Chri¬ 
stian Democracy in Germany and 
Italy. Labour opposition to the 
Government trade unions, the 
syn4icafos, was most dramaticaHy 
demonstrated by the double strike 
of the Asturian miners. In some 
cases, to retain ' some labour loya¬ 
lty, the syndicates have been for¬ 
ced to retail worker pressures; in 
others, they have been by-passed, 
and ad hoc worker committees crea¬ 
ted to press on real issues. Despite 
continued ruthless suppression of 
all Left opposition, whether it be 
liberal, Anarchist or Communist, 
Pranco cannot but temper to the 
wind—^particularly as the demand 
fpr a higher living standard, almost 
always goes with the cry' for demo- 
<t|racy. How the cosy complex of 
^hiusiness. State, Army and Church 
«fill react, will determine whether 
or not Spain’s trahsition to inoder- 
l^y will be scarred by a resusci- 
wioB ol Republican War. 


K.t " 

SO ' big is Mahindra & Mahindra 
today and so .eittensive its acti- 
yRies that Jew takre to remenlber 
that the fixnri was started on^ after 
the last War-or that its founder 
had already served nearly his, full 
terra/ as a Calcutta box-walia! K C 
Mahindra joined' Martirf & Co 
t which later became "Margin Bu>n> 
immediately - after leaving Cam¬ 
bridge and was with the firm for 
twenty years, for tjb<’ 1®** seven of 
which aa a junior .partner. In terms 
of years, this is .very nearly the lull 
span of service in a cominercial firm, 
after which one retires, loaded with 
honours, and one in K C’s position, 
often with a knighthood., 

Td be made a junipr partner in 
a firtn like Martins , while one ii, 
still in orie’s thiities is, of course, 
no mean achievement. But it was 
only after leaving Martins that 
K C’s real career may be said to 
have begun and his publk image 
took shape. K C le.ft Martin & Co 
in 1941 to take up the post of Chair¬ 
man of the India Supply Mission in 
Washington. .At the time thi.s Mi.'i- 
sion was making huge purchases m 
the United Stales. Soon after leav¬ 
ing the Mission in 1945, he started 
his own firm with his brother, J C, 
who had been with the Tatas in 
their sales department for steel and 
who was appointed the Steel Con¬ 
troller during -the. war. The firm was 
first called Mahindra and Moha- 
med, the oihea partner being Gu- 
lam Mohained, who left after Parti¬ 
tion and later became the Govenior- 
G^neral of Pakistan. So the name 
was changed to Mahindra and Ma¬ 
hindra. 

Even to those w'ho had seen him 
for the first time only in his later 
years K C did not look old. Slim, 
lithe and agile, he was a type which 
never really grows old It was ihe 
nimblenesg of hi.s active mind a'nd 
his controlled energy which kept him 
SO young in spirit. Thai was per¬ 
haps the most abiding impression 
left by K C — the clarity of his 
mind, Its neatness and his very 
modern outlook, the opposite of 
the heavy, ponderous and involved, 
this niu.st make for the type of .skill 
and the mental quality associated 
with the modern science of 'tnanage- 
ment, .For K ,C was not a magnate 


'irw' "1 


in “h» ' nor 4t<l ^ hoJ^ 

8»«^i‘ a, bf inSttenoe at 

'.nme that ^ Canadian nasoHsiates d 
Indian AHuninjum shouM. t^proaoh 
Tiim to, bp the Chairmap of the 
company’s ^Bbard of Directors, in 
whiph capacity he brought up 
Indian ^ Aluminium from 'an infant 
to its present giant stature. 

'Diere is a chapter- in K C’s life 
which is now ’ nearly forgatten —• 
his long -and intimate assbeiatipn 
With .the Hindustan RetHewt ripi 
from Patna, which m the twenties 
was the leading apd mast tnfluential 
, organ of the Indian intelligentsia. 
K C ran the Hiaduston Review for 
five years Srom Calcutta and also 
wrote a. biography of Sir Rajendra 
Nath ' Moofcerjee, that -j-are rharad' 
ter--a ^If-made Bengali industrist 
list,- Md maker,, though not the 
lounder, of the present Martin Rufn. 
the book IS still of interest for its 
insight into Bengali society and 
family life of an eaiJier geperatiom- 
Those who knew only this aspart 
of K C’s career ivould think that 
K C found journalism, a» did Panik- 
kar and G L Mehta, a very good 
profession-j-(o get out of! 

Maliindra St Mahindra has grown 
into a big complex today, its intM 
jest covering engineering, trad?, 
publishing and advertising. Us con¬ 
tribution to industrial developmeni 
is already outstanding, manufacture 
of jeeps and textile machinery be¬ 
ing am6ng the best known. It is etb- 
lending manufacture in a number of 
allied fields, and whatever Mahind- 
ras take up is well planned and 
well executed. 

k C’s services to industry was 
not, of course, confined to his worfc 
for hifS own firm. In advisory capa¬ 
city or as director, he served 4 
number of undertakings, both in the 
private and public sectors. It is a 
pity, however, that place.d as be 
was, his contribution to the pla%^ 
ning of steel and heavy indu^rie* 
could not be as effective as it shouh| 
have been. 

Letter to Editor S, 

Unwanted Fertilisen 
J WANT to point out what I bel|; 

eve are several -erroTs in yoin 
weekly note, “Unwanted Fertilisers’^ 
(August 10, -1963). First as to' 
facts, Sindri does not produce cap 


cium anunoniuim nitrate.. 


Nangat 

IL885 





•tnmanliiin nltrais Nao^ abdul ed with it Aimsonium mtraie, .ciiJciain . Amaoniiim nitrj^ ^ 
350,'00& tons year and Rourleala wiiidi is the fture, iuidi)at«>d form ail 'aitntea. is that «» rntt le, 

( about half this amount (both rm a of calcium ammonium nitrate, is commended by agrtmoiaiista for 

j!l per cent nitrogen basis)^ the laigest used solid nitrogen lef' rice culture because in the uhder- 

^en I was in India last month in U S But India’s far- water environment in a ijce field 

Mr B C Mukherji, Matiaging Direc* becoming acquainted with nitrates are attacked and deoom* 

tW of Fertiliser Corporation of calcium ammonium nitrate, and posed by bacteria and part tbe 
India, djowed me clear evidence eventually they will accept it as nitrogen b lost. This is why Japan 
that Nangal’s output was being more or less equivalent to ammo- and Taiwan use very little ammo- 
entirely consumed by farmers, sulphate. Nevertheless, I nium nitrate. This drawback, is 

although unfortunately a major doubt if any more CAN plants not serious for wheat-growing 
I part was being shipped to Madras will be built, since urea and am- areas, like Punjab, but it may be 

mid Andhra Pradesh. However, monium phosphate are still better more serious in rice-growtng areas 
'^njab consumption was also high tiitrogen fertilisers. like Orissa and Madhya Pradesh, 

and increasing rapidly. Stocks at a technical and agronomic ttere probably wra’t he 

Nangal were down to almost aero ,tandpoint the drawback of CAN 
at that toe. I do not have any ^^t Indian soils have “ex- 

information On the offtake and ceggive salinity” as you stale. 

dock situation at Rourkela since Salinity per se has nothing to do RAYMOND EWELL 

this plant was just getting under it. Ammonium nitrate itself Vice-President for Research, 

way at that nme. ^nd the diluent, calcium State University of New York 

The main handicap to popula- carbonate, is alkaline and just ' Buffalo, 

rising calcium ammonium nitrate about balances the acidity of the 

is just that it is a relatively new ammonium nitrate so that the over- New York 
fertiliser for India, and fanners all product, CAN, is approximately October 29. 
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If I were Looking for a Bank 

I WOULD look for a Bank that is big enough to offer me all the facilities, 
but not so big as to make my own account relatively insignificant within its fold. 

I WOULD look for a Bank which is a hospitable house for modem busine:^ 
and which is ready to play a helpful part in my economic life. 

I WOULD look for a Bank which is strong in resources, rich in experience, 
prompt in service and which always renders banking a pleasure to remember. 

IN SHORT, I would go to 

SYNDICATE BANK 


The Conara Industrial & Banking Syndicate Ltd. 
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4 ev^kij]oreiit 8 % the Utis trend .of growth is very yel- rapid itiCre^ totdi so that 
. 'to !>0 come aftor two ywa «h-ov(!^«capa- the shorthill at the be^ning ci the 

ty|>ical '-m .tho goMOtil optiend^ iu city aitd fatting prices^ Ttu> table year was more than made good. . 

product%tt in ihe^ Blitkh wohomy’ . htdow gives deuihi of production in a, far gg fendliton ire capocni' 

as a whole'. Last week, fh^ Afard ' die . industry. Theie show t^iat com- ed,-'production in the first half id* 
of Trade Journal published figures pitted with the sapie period in 196?, iggg 9 p^j g^nt rfwve a year 
relating to tht chemical industry the growth of production h «8 earlier, a hiidi rate of increaMM. 
for thfe first ha^ of 196S. ; These more widespread. lowing « pertod of some S^years' 

show that compt^d with ttte, aame ' While ])r^ction of organic che* of little diange in die overall Ipwl' 
period in 196?,the'growth in pto- micals'ittid plastics, materials was of production. Production in the 
auction has been mutdi more wide- not-greatly afiectpd by the severe first quarter did pot s^w any up* 
spread) , , . '' weather at' the beginning of 1963, ward trend at conipared with die 

^^^*^*** ® back, previous three- years, but in the 

•SauonaUy adjmted Over the fim,half year as a whofe. second quarter it reached a v«y 

2 d h If of 1962—^-135— production m these two sectors was ,high level. Prodtictkyp of the newerj ‘ 

1963: January-February 131 respecdvely 14 per cept and 12 per more concentrated, typCs' of cool: 

March-April * J37 cent higher than a year earlier, but pounds increased fast in die first 

May-Junc 139 the annual rate of expansion achiev* half year and there was 'a very 

July-August (prpvlsional) 144 • ed by mid-1963 seems to have been ^arp increase of production of am'' 

Earlier revivals in the .chemical rather higher than this. monium nitrate. ^ 

industry took place first at the ejid The figures relating to fertilizers Production of inorganic cfaemi- 
of 1958 when it lasted fqr some and paints and varnishes, are also cals was 4} per higher dn the 
eighteen months, and the next in interesting. From itoid--1959* to the first half ef 1963 over the ■ gro* 
early 1962 when it lasted for only end of 1962, the paint industry period last year. The rate of gmwdi 
six months During these two peri- showed little change in its overall in this sector since 1959 is the fist- 
ods, after making allowance for sea- ,Iev<|} of output. This sector was est. Other basic hhi toi i eMl s showed an' 

eonal factors, expansion was at the. 'seriously affected by the severe woa* increase of S' per cent <mr • yw 
rate of ,about *12 per cent a year, thcr at the beginning of <1963, How- earlier^ production of industrial 
and the present expansion Seems to ever, after January, and February, gases (particularly okygen) was 
be at much the same annual 'rate when sales were particularly low, a < growing rapidly ip fb* first, half of 

Table 1 : Produetton- in the Chemical Industry 


Index of Production 1958,= 100 


’ Per cent 
weight t 

>195« 

1959 

1960 

1961 

1962 

Jan- 

June 

1961 

July. 

Dec 

1962 

Jan- July- 
June Dec' 

1963 
' Jan- 
Jane , 

Dyestuffs 

3.» 

100 

125 

141 

138 

135' 

m 

. 133 

136 

134 

138’ 

Fertilizers 

Other, chemicals , 

4.2 

100 

108 

117 

118 

118 

124 

113 

122 

114 

133 •' 

• Organic Chemicals * 

11.0 

100 

119. 

148 

147 

165 

149 

146 

160 

170 

183 

Inorganic Chemicals 
Other Cheiiiicals, Gases, 
Etc 

10.6 , 
19.1 ] 

100 

Ill 

122 

U1 

124 

123 

■120 

125 

124 

131 

Explosiviis 

Miscellaneous Chemicals . 
Industries t 

Sil >■ 

1 

5.2 i 

100 - 

107 

116 

U6. 

121 

119 

112 

122 

119 

129 

Plastic Materials 

T.8 

100 

123 

147 

148 

167 

148 

147 

164 

169 

184 , 

paint and 'Varnish 
Pharmaceutical Prepard- 

B.S 

100 

110 ' 

112 

112 

no 

116 

W6 

' 114 

107 

-116 

tions 

‘ 10.8 

ioo 

113 

125 

136 

142 

143 

132 

146 

138 

155 

Toilet PrephratKKu 

Soap, Detergents, etc 
Vegetable and Animal Oil 

8.4 

too 

109 

120 

123 

121 

116 

130 

' 114 

127 

' 118 

d.4 

’100 . 

103 

106 , 

106 

108 

113 

99 

111 

106 

108 

arid Fats 

, 8-* 

100 

108 

106 1 

106 

no 

109 

102 

112 

109 

114* 

Total Chemical Industry 
Total Chemical Industry 

100.0 

100 

• in 

123 

125 

'130 ' 

128 

121 

131 

c 

129 

139 

' (.Seasonally Adji,isted) 
Total Ajl-U-fc I»duiiria| 
Production (Seasonally 


100 

III, 

123 

125 

1311 
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*1* »■ 
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128 
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136 

Adjusted) . . 100 , 105 112 

* Including Coal Tar Chemicals. ' ^ 
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t Par cent, of net’ontpui (excluding amount* paid for services) 
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115 

114 

114 
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1963 and the increases were fairfy 
Mnera] in this group, Table ^ 2 
ihowB the relative importance' ol 
various sectors through their contri¬ 
bution to the increase in the index 
of production fur the chemical in¬ 
dustries, the important part played 
by organic chemicals and plastic 
materials is evident. 

Table 2 ! Index of Produetion of 
Qiemiieal Industry 



1 

1 

h, 

■Isi* 

J silt 

Organic chemicals and 

plastics materials 

18.8 

-(-4.0 

Other basic chemicals 

and explosives 

40.0 


Other sectoirs 

41.2 

-1-1,4 

Total, cheitnical 



industries 

lOO.U 

+8.2 


’ Increases in the respective index num¬ 
bers (table attached) multiplied by 

the weights. 

It seems more than likely that a 
higher rate of growth can be ex- 
piected in the months ahead in the 
field of organic chemicals, as pro- 
duction of consumer goods expands, 
since these chemicals have outlets in 
such industrie^i as cars, consumer 
durables and household goods. 

In the field of exports, apart from 
organir chemicals and plastics mate¬ 
rials, there was little overall change 
Irt the first half of 1963 as com 
pired with a similar period in 1962, 
Lxports of medicinal and pharma 
ceutica] products, however, drop 
ped, as did exports of explosives 
Organic chemicals and plastics 
materials accounted for most of the 
increased trade in chemicals in 1963, 
exports increasing by around 20 per 
cent in January-June 1963, compar¬ 
ed with January-June 1%2 

Imports of chemicals showed a 
very sharp rise in the first six 
months of 1%3, being 13 per cent 
up on the previous year a.s com¬ 
pared with the 5 per cent rise In 
exports. Here too, oiganic chemicals 
and plastics materials were respon¬ 
sible for the largest rise, being 
some 20 per cent above the first 
six months of 1962, Other chemical 
imports-incel^d by 7 per cent, a 
considcitlible part of this being due 
to nita^Hgiimous fertilizers, imports 
of which were nearly double those 
of a year earlier. 
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The Drift Continues 

Romesh Thapar 


the extraordinary ramifica- 
tion» of our ti^ubW twentieth 
century find their projection in the 
life of the Capital these days. The 
joint excercises of Indian, II S, 
British and Australian air forces 
are under way. A.s ‘raiding’ and 
‘defending’ planes take to the sky, 
the Soviet cosmonauts ar]^ 'being 
feted on the ground — aiOT^'^slcal 
the headlines. Meanwhile, General 
Adams, Commander-in-Chief of the 
U S Strike Force in South and 
South-East Asia, is in Delhi for 
talks. Against this blurred back¬ 
ground, our ambassadors in Aralua 
and Africa are gathered at the 
Ministry for External Affairs to de¬ 
vise non-aligned attitudes which 
will be consistent and relevant in 
the situation now unfolduig. ,, 

And Prime Minister Nehru is 
s|)ending anxious hours wondering 
how to reorganise his government. 
He would like to get over with the 
business before his birthday on 
Thursday the fourteenth, on the eve 
of the Diwall celebrations in the 
north, and well in tune for Parlia¬ 
ment which meets on Monday the 
eighteenth. But, the hope is reced¬ 
ing. He lannot make up his mind. 

Ttie Nehru Position 

In a sense, Nehru is the master 
architect of the labyrinthine ecoiio- 
mir, political and social .structme 
which baffles those who try to see 
some order in the disorder. Signi¬ 
ficantly, despite his physical and 
spiritual exhaustion, he alone Vt the 
moment posse.sses those qualities 
which can bridge the gulf between 
the rulers and the ruled and assist 
a break-through to new perspectives. 
Yet he is, also the major obstacle to 
such a break-through. His inaction 
reduces India to impotence. 

Consider the reality as Jawaharlal 
Nehru enters his seventy-fourth 
year. More than any other Indian 
of his time, he has devoted his en¬ 
ergies to planting the seeds of demo¬ 
cracy in the authoritarian hothouse 
that i-s Indian society. More than 
others, too, he has prevented his 
people from tearing down the walls 


of this hothouse to free the growth 
of democracy and permit it full 
luxuriance. Almost single-handed 
he has campaigned for secular, 
civilised attitudes, against communal 
and caste divisions. And with many 
others, he too, has confused and 
blunted those movements which 
sought to strike at ,the roots of these 
national aberrations. Over the years 
he has urged his pwople to eqiouse 
socialist remedies to eliminate po¬ 
verty and destitution, to usher in an 
egalitarian, humanist society. Over 
the years, too, be has acted to pre¬ 
vent the laying of a firm foundation 
for such a society. This .startling 
ambivalence in his attitudes, and 
consequently his total neglect of the 
need to support institutionally the 
processes of democracy, seculaiity 
and socialism, also finds full reflec¬ 
tion in the formulation of his for¬ 
eign policy. In this complex man¬ 
ner Jawaharlal Nehru has become 
not only a bulwark Jm progress but 
also a bulwark again^ progress. 
This, perhaps, explains hi.s towering 
strength in the past and his pathetir 
weakness today. 

These passing thoughts on the ot • 
casion of the Prime Minister’s birth¬ 
day are relevant insofar as the mo¬ 
dern Indian who has been nourished 
on the thought and activity of 
Nehru, and who has still half his 
life to live, is unable to go beyond 
the man who in a sense moulded 
him. There are no organised mass 
movements, no dynamic institutions, 
no basic propulsions, to carry for¬ 
ward the gains of the Nehru era. 
A nation stands leaderless even as 
the leader goe.s through Uic motions 
of leading This is in essenee the 
root cause of the paralysis, the cri¬ 
sis, the tragedy of India in her 
sixteenth year of freedom. 

Every day brings fresh evidence 
of the dangerous drift which wo 
have been wilne.ssing in our affnii«. 
The Parishad agitation in Jammu, 
reported to have been assisted by 
Jan Sangh volunteers from outside 
the State, did not come as a sur¬ 
prise. That it would result in vio¬ 
lence was also expected. Yet. for 


some unknown reason, the demon¬ 
strators were permitted to carry 
through their plan. Had the agita. 
tion taken a sli^tly more ugly turn, 
retaliatory demonstrations could 
have been sparked elsewhere in the 
State mid outside. Significantly, 
these ‘upsets’ usually occur when 
Pakistan is on the rampage. 

Democracy for Kashmir 

The lesson which should be 
learnt from the Jammu happenings 
is that the Shamsuddin government 
has to take steps to m^ possihle 
normaf oppositional political acti¬ 
vity in the State. The total lack of 
any outlet for the opposition gene¬ 
rates explosive frustrations — and 
these can no longer be bottled up. 
But, and this reflects onr sorry con¬ 
dition, nobody at. the Centre is pre¬ 
pared to push this reform through 
despite the threatening postures of 
the corrupt political and adminis¬ 
trative establishment in the State. 

One would have presumed that 
Delhi would be more responsive to 
this persistent demand for full de¬ 
mocracy now dial the Sadiq-Mir 
Qasim group has made it clear to 
the Prime Minister that it wishes to 
organise a Congress Party in the 
Stale. However, we are content to 
fiddle with constitutional niceties, 
the working out of which might well 
consume unnecessary time arid de¬ 
moralise those in Jammu and Kash¬ 
mir who are now ready with new 
programmes and new per8pective.s. 

Meanwhile, in the Capital itself, 
there has been a great deal of 
whispering about the manner jn 
which the Company Law Adminis¬ 
tration (CLA), one of the instru¬ 
ments of our socialist policies, lost 
Its independence and was Vonsumeif 
by the over-expanding Finance 
Ministry. The Cabinet was not con¬ 
sulted. Nor was the minister who 
held charge of CLA. The Finance 
Minister claims that the Prime 
Minister approved of his proposal 
at an after-dinner meeting, but tite 
Prime Minister on reading the news 
in the daily press is believed to 
have expressed surprise at the inter- 
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tibe >Finaii'ce' MiniM#. Indeed' wtSst 
, t nr9 ivKd sp^ this dEbvelep^ 

' , , meat, as ‘another VOA’ T ' ; 

hunfied decision to transfer- 
• ^ wjdi immediate effect the Secretary 
in ditoge of Company Law A«i: 

< ' .tdiniatiation, noted for hk mdepot^. 

dimoe, to the Ministry of Wbrlca^ 

, ' Hoindi^' stnd Rd^ilitstion, and 

the, Secretary’s refusal to be so 
treated,V has created the .iaq>TeSsion 
: >1 that the previdling state of affairs 
' ' ir( tlm higher echelons of the cen- 

; tral' secretariat is none too healthy. 

; .When will a shake>up be ordered 'f 

Decline of- the Bneeaucrec)' 

It is true that durbar poKtics im 
bvkably ‘soften^ the independence 
"' of the bureaueracy, particularly 

' when lucrative jobs are on display 

as incehtives for those who are due 
for retirement, but the sad fact has 
to be recorded that this serious de> 
dine in administrative integrity is 
not being studied by those whose 
' joh it is to holt these practices. The 
Prime Minister, who was once an 
active proponent of the principle 
that bureaucrats must not remain in 
.' the. Capital for longer than four 

years at a stretch, that they must 
return to their States to ‘refresh’ 
thenuelves, that they must not be 
permitted to entrench their inter¬ 
est m a particular ministry, has 
' himself become unconsciously the 

patron of these practices. 

. Tame men,' sophisticated only in , 
hi^-level clerical woric, interested 
only in acting as props to ministers 
and political big-wigs, anxious 
merely to safeguard their prorao' 
tiohs, are generally comhig to the 
, top. Independent men, who exercise 
their minds and diilhk of the inte- ^ 
rerts^ bf the country, are few and 
far between. 

. Small wonder then that the 
knowledgeable in the Capital ser< 
the creation of every new commit¬ 
tee of senior bureaucrats as an¬ 
other hurdle for speedy, efficient 
dectsion-maldng. The lowest corn- 
men denominator prevails — and 
... prevails vigorously with the heavy 
authority of rules and regulations 
which are contradictory, capable of - 
many interpratt^tpts, and impossi¬ 
ble to digest,Minister Cul- 
zarilal Na'ndij^'-M||lie to arrest this 
rot, but will ne '' realise that the 
time for tinkering is past ? 

ijffW 


the drift* in 

'.is natnriilly roflOcled jb onr.actiyi- 
ties abnwd. 'file -oosriMenee kdf OOf 
ambassadors, accredit^, . to Artd) 
and African $tates^ now in wssioh 
in Delhi, k a folbw up to die con¬ 
ference of oun diplomats from Aria 
held earlier, but we still seem 'to 
. be obsessed by objectives which are 
. in euence negative. '' We have yet 
to understand that the only way to 
re-establirii our influence among 
nations df Aria, Arabia and Africa 
is to give positive, constructive con¬ 
tent to our non-aligned foreign po-. 
iicy, only then can China’s chal¬ 
lenge be met diplomatically, and 
without''creating suspicions , that ae 
are trying to mrice the ndn-aligned 
.world a party to the ‘cpld war’ in 
the Himalayas. 


for M&dershipr' Stned dip 
ddptitwre 'of Kri^ma lliraiun, .and 
^e Prime h^akt^s myolypuaent in 
inliemal politics, {he, Ministiy has 
mgna^pd sontehow to«jog ’ alpii^ 

. The inteinational situation canttel' 
be tackled fh fragnientaiy ^shiori . 
by an overworked Prime. -Mnaaier. 
Someone has ,io take over t^ 'jds, 
and, naturally, the sooner die-better. 
Coifferencea of ambassadors are no' 
substitute for day to day handling 
of the ^complica^ issues whith are " 
now- darha^ing attention all over 
the world, • ' ' • 

Yes, die drift continues. And 1 
will not end dik coliumi with the 
pious hopa that Parlisonent, ‘assem¬ 
bling on November Iff, will take 
.serious note of this 'situation! 
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for a Labour Government 



(From a London Correspondent) 


for Home, disaster for 
bis party. That was the snap 
vordtQt of British commentators on 
last week's two eagerly-awaited by- 
elections. Was it justified ? 

Taken in isolation (which is how 
commentators here are astonishingly 
apt to take hy-election results) 
figures looked plain enough. Luton, 
a prosperous car-manufacturing town 
with full employment and fuller pay- 
packets, offered the perfect example 
of the “you-never-had-it-so-good” 
philosophy which swept the Tories to 
victory in 1959. Would the formula 
work again ? The voters’ answer was 
decisive : the Labour Party candidate 
got 48 per cent of the votes, as against 
45 per cent in 1959; the Conserva¬ 
tive share of the poll fell dramati¬ 
cally from 55 per cent to 40, most 
of their missing votes having pre¬ 
sumably gone to the Liberals ‘‘who 
had not fought in 1959 and who 
now picked up 11 per cent of the 
poll. Labour had expected to gain 
the seat, but never by this margin. 
Repeated throughout the country, a 
swing of this size would produce a 
Labour majority in Parliament of 
some 200 scats. 

Comfort for Tories 

The Kinross result, announced the 
following day, offered some comfort 
to the Tories. Sir Alec Douglas- 
Home had a very comfortable majo¬ 
rity. True, the Conservative propor¬ 
tion of the poll fell by 11 per cent, 
but considering that a popular local 
Liberal candidate was standing 
where no Liberal had stood in 1959, 
that was not too bad. The majority, 
over 9,000 in an electorate of 
.S2,000, was well above Conservative 
predictions; and the size of the poll 
— 76 per cent of the electorate 
voted, against 71 per cent in the 
general election—demonstrated that 
the new Prime Minister had made 
a considerable personal impact. 

Thai, roughly, summarises the 
general reaction here (and, one 
imagines, the reaction transmitted t.o 
India) — and absurdly utisophisti- 
cated it was. The science of psc- 
phology — electoral statistics — 
here is by ntw higWy developed, 
and widely acrepted; which is to say 
it is highly and widely misu¬ 


sed. This counting of percentages 
and strings is essentially a static 
thing, a freezing of the electorate in 
a moment of time. And Britain 
happens to be, politically and eco¬ 
nomically, in a particularly fluid 
state. 

We have just got a new Prime 
Minister; and even the good fortune 
of daily by-election reports has not 
been enough so far to eliminate the 
image of the weak-chinned 14tfa 
earl which is how he at first appeal¬ 
ed to the British public. The fact 
is, though his opponents preferred to 
overlook it, that the 14th earl had 
been holding one of the highest 
ofRces in the state long before he 
became prime minister; and neither 
his international equivalents, nor 
those who served under him, found 
him weak-chinned in anything but 
aopearance. One need not like 
Home’s policies to feel sure that he 
has a chance of establishing himself 
as a strong public figure in the next 
few months. In any event, be is 
bound to establish some image. This 
factor is electorallv significant. It 
seems unwise to project forward by- 
election results which inevitably 
can take no account of it unless by 
coincidence. 

Conversely, it is arguable that 
Home’s personal success in the by- 
e’ection has been overstated. The 
high poll may well reflect mainly 
the determination of local and cen¬ 
tral party leaders to ensure that the 
new Prime Minister should enter 
the Commons trailing clouds of 
electoral support. A by-election 
flop would have been disastrous for 
him. In remote, under-populated 
and feudal Kinross — North Scot¬ 
land is the British equivalent of 
Rajasthan—the Conservatives have 
the orvanisalion, influence and, 
above all, the cars to bring in distant 
voters as their opponents have not. 
In this utterly secure Tory seat, there 
was no incentive in 1959 to go all 
out for victory. This' time there 
was. 

Ldiliour’s Chances 

Home apart, there are other fac¬ 
tors which make it hazardous to 
extrapolate from Luton (no one 
suggests that Kinross is typical of 

! 


the country at large) to a Labour 
Party triumph at the next general 
election. For one, Luton ia not real¬ 
ly typical, ft is peculiarly depend¬ 
ent On one industry, motor manu¬ 
facture, which is both peculiarly 
well-paid and peculiarly prone to 
ups and downs. Luton was having 
it very good indeed in 1959. Its 
prosperity has not always been se¬ 
cure since. Perhaps having got its 
washing-machines and cars, it wants 
planned securities to keep them ? 
One might argue that it is in a 
sense five years ahead of the rest of 
the country, and that if the Tories 
can contrive another pre-election 
boom the old formula will work 
elsewhere: it is about time, inciden¬ 
tally, for the summer’s growing 
strength of the British economy to 
be reflected in the opinion poll 
figures, and it is being. 

Alternatively one might argue — 
this seems more probable — that 
“you never had it so good’’ b in¬ 
deed faltering oe an electoral ap¬ 
peal because the parameters of el^- 
toral politics are changing. The 
Labour Party, for the first time since 
1945, is succeeding in presenting 
itself as the modem party, looking 
at 1970 instead of 1935. It has vir¬ 
tually abandoned the emphasis on 
nationalisation, therdiy destroying 
the second half of the appeal of 
Tory prosperity — “don’t let La¬ 
bour ruin it”—not because it has 
abandoned public ownership but 
because it presents this as subsidiary 
to expansion. For fifteen years La¬ 
bour has been seen as the party of 
restriction; now it is the party of 
growth. Simultaneously it has ma¬ 
naged to focus political attention on 
precisely those social goods in which 
the Tory record is least attractive 
such as housing and education. (Ac¬ 
tuary, the Tories have not done too 
badly but they could have done a 
great deal better). We are now see¬ 
ing—for the first time in years — 
public awareness that private pro¬ 
sperity is good but that it b not 
enough. This of course does not 
mean that Labour will necessarily 
gain from changlne the direction of 
public attention : 'The Conservatives 
may be able to suggest that they 
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. j, • • ‘ , 

to ipiaf ^e''«04M^ 

tnlo'Oie iQtare. ' ' ' 

<Sdoct B«t, 'b«u Mo Mwe f * 
‘Add to all this the welf>kiiotvn 
fiat that by-electbns in Britain art 
no automatic guide to a general dec-, 
tion. Oiacontented supporters. Oi tha' 
Gomnnient know < that the^iciin-^rt- 
gister a prattoat' 

rit ‘doWnt fcp'&aiapc<|’^y voriOg Libe¬ 
ral, Afl ^tbe general election approa- 
‘ ches Otoe, would expect to see an ero¬ 
sion of Liberal support, i mostly in 
favour of the Conservative party. 


d^ad pf t|b 
and, oOnng to the huge ‘wasted’ La* 
,bour oMtiorith^ in'certain ibnstitueh- 
t:ies,*it is^generally accepted that it 
rapignsuAiawt^ar IgasL-w 

di»aatal"M>fae^‘ib » pariiaoijeetttiy'T 
iBiqarity.' A If^mint lead would en- 
'sure a handsenne Labour victory—- 
tomorrow; but the^election mkyheas 
much as’ll months away, and larger, 
leads have vanished ib -the past in . 
that sp|ace of time. A^inst this, L.i-'' 


go’to-ii. „ .^ 

«^«e^ to 

one imght expeOt at ’a fentoraf '«teOt 
irt^ind iO’ Ifcr cent 
no^, be much mom je^- dm ^nuwiV, 
vatives ,to pbk up .t|i{n«, ■ And . of 
,oaurse, the jbwerful 
menl of “ume for a' dhaiwe^ Is 
worlung for Mr iTar^d’VijBbp, ’ 

. To stitn' up: the by<^flet£^lls 

as bbfoire, a Labour Govenimein^ 
Britahi in 1964 is a good hdt,' .out 
no mote. ' '■ ^ ^ 
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radical transformation’ of the tys- 
' tern was.necessary. It was agreed 
at that time that arrangemmts to 
enable.the Fund to make use of its 
, borrowing powers to supplement its 
resources in' dmes of need would 
be sufficient' to deal with whatever 
problems of shortage of ititernatio-- 
nal liquidity the world might face. 
Even the moderate proposal that 
the Fund should have automatic 
borrowing rights, was turned down 
and the Paris Qub was formed as 
a group of lenders who would have 
to agree on the need for borrowing 
by the Fund for the qiecific pur¬ 
pose it had in mind before the addi¬ 
tional resources would be made 
available to if. 

However, the formation of the 
■ Paris Club did imply a step forward 
in arrangementa to ensure that jthe 
international monetary system did 
not break down as a result of spe¬ 
culative pressures on the major 
currencies which have accepted coti* 
vertibility responsibilities * ' under' 
Article VlII of the Fund. Subse¬ 
quently, a series of swap arrange- 
ihents between the U’nited States, 
on the one hand, and other major 
industrial countries and the Bank 
for International Settleipents,. on 
the other, added ,to the resources 
available Ur the countries concerned, 
. to defend their- currenoies in ex- 
' change majikcts-> International 
liquidity has been considerably 
strengmened as a result of these. 
' attangements. 

In' spite of • those developments,^ 
inWest in proposals to reform tbs 
, internolicmgi monetary system has. 
jidjodiiled itrang.' This was-ijeflect- 
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Pbni in Pro|wr .PenpecUve 

Professor Fritz Mardilup’s study 
IS, therefore, of special interest at 
this time. The book has been written 
largely with a pedagogic purpose 
in mind, as the author elxplains in 
bis Preface. This adds to the value 
of the book. So many plans have 
been put forward and the discussion 
of these plains has tended to focus 
attention^ on their contradictory 
features so much that a book of 
this kind which puts the various 
plans in a proper perspective was 
long overdue. ' that such a book 
should have been written by one 
who has made his own independfuit 
contribution to tbe subject,and is 
thoroughly familiar with every de¬ 
tail of the system under discussio'n 
makes the book particularly valu¬ 
able. 

It can be said without hesitation 
that though the book has in mind 
primarily the student, its pedagogic 
purpose Could be construed to in¬ 
clude all those who take Interest 
in the subject. The arrangement of 
the material is so logical end the 
exposition so clear that even those 
who have devoted considerable 
attention to the issues involved will 
get a better grasp of the complex 
problem denoted by comprehensive 
label of international liquidity. 

Profqssor Machlup begins with a 
brief description _ of the iviternatio- 
nal monetary system. He then dis¬ 
tinguishes between* three different 
problems that arise under the exist¬ 
ing system, each having two Mpects. 
finally, be turns to an examina¬ 
tion 'of a selection of plans, ibis 
chapter formutgl of course; the core. 


system. ■ ' ^ . 

Tbe,simplest proposals are con-. 
cerned with the .extension of die 
existing gold exchange Mandard 
either with increase in dollar and 
sterling reserves or with the adop'' 
tion' of additional key Currencies. . 
Most Writers recognise, hdwever,- 
that such .an extension would leave - - 
Certain problems upsolved. They, . , 
■ therefore* to on to propose specific > 
methods of dealing with these pro¬ 
blems as.. and when they arise., 
Mutual assistance of.different types' ' 
among central bapks figures among, 
these methods, though, there is vary- .f 
'ing emphasis on safeguards against 
misuse of the facilities.provided in, " 
this, way,' with differences about 
what exactly bonstitptes i^uch iqis- 
use. ' , ' ‘ 

^o niore radical proposals atq " ' 
grouped together by Professor 
Machlup under pfoposals for . 
“Centralisation of Monetary Reser- • 
ves and Reserve Creation’,’. These 
proposals are classified into those 
providing for overdraft facilities to ' . 
deficit cOuntri^ those'’calling for 
autonomolis ' reserve creation> by, the * 
world central bank, and thore link¬ 
ing such reserve creation with 
fina'nce of aid to underdeveloped 
countries. The Keynes, Triffin aind ' - 
Stamp plans are the three major 
examples of these three types of 
proposals. Tlie proposals of A C 'L * 
Day, submitted to and ehdorseil by 
the Radcliffe Compiittee, .and the,' 
four schemes presented by Sir Roy, 
Harrod as alternatives to his che- 
rised Scheme for. an, increase in foe > 
birioe are idso discussed here. An ' 
increase hi the. price of gold apd 
freely flexible exchange rates are 
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It is practical to recognise, as Professor Machlup does not take to the prions plans 

ProfeaBor Machlup does, that tbste a definite statid in favotir of one the apace of 67 pa^a, ho Iw wx> 

can be no “best” plan. The author or the other ai^roach to the pro- adnurablf in pravidinf^^ 

makes clear, however, his view that blem of international liquidity. To introduction to them and ,ijn scttth^ 

A baaic reform of the system will have done so would have been in- **** *b®ir relationships to oi» anothi^ 

have to be undertaken at an early consistent with the object of the and to the characteristic features 

date, since the stop-gap arrange- book. By clarifying the various of the prevent ih^rnational ntcne- 

,roent8 represented by the Paris proposals and putting them in a tary system._■ ■■ ; 
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Higher ^ 

III the Light i^ tl^ltcihhiBs Report 


A K DMjgi^ 


Already there is in thu country a tendency tdt Judge the ptogrest of hi^r education ia ierms of the 
number of universities set up and the number of ttudenfs coming out with aegrees. 

In recent years multiplication of Universitie* hits gone beyond all proportions — a trtnd which must' 
be viewed wUh piifutm, 

The report may give a fillip to this 

Tha^ would be ditastrims, for finance forhigher education U severely limited and so is the avail¬ 
ability oJ ‘isi»t(d>ie teachers. Wh&ever resources we hdm must not be too thinly spread. &ur universities, 
barring ^ bnes which have over the years established « tradition of learning and research in rnaay 
fields, shoydd, therefore, specialise in a limited number of subfeets, 

There seems to be a, certain recognition of this principle, implidt at any rate, in the University Grants 
Commissum’s decision to choose a few universities as ‘advanced centres’ in respect of particular branches of 
study. This is a move in the right directioin. 


T’HE long looked^for Robbins 
R^ort on Higher Education is 
out. The terms of reference of the" 
committee were: 

“To review the pattern of full 
lime higher education in Great 
Britain and in the light of nation¬ 
al needs and resources to advise 
Her Majesty’s Government on 
what principles its long-term 
development should be based. In 
particular, to advise, in the light 
of these principles, whether there 
should be any change in that pat¬ 
tern. whether any new typeg 
institutions are desirable and whe» 
ther any modification should be 
made in the present arrangements 
for planning and coordinating the 
development of the various types 
of institution.” 

Thd Committee worked for two 
and a half years, held 111 meetings, 
interviewed over lOO witnesses send 
considered more than 400 memoran¬ 
da of evidence. And yet Lord Rob¬ 
bins, its Chairman said in a Press 
interview that the Report was a 
“rush job’’, — that the Committee 
had done in two and a half years 
what he really believed could not 
be done thoroughly in less than five 

Profound Impact likely 

The Report has had an enormous¬ 
ly enthusiastic reception. The Gov¬ 
ernment has welcomed it, die Mi'n- 
isters have commended it as *‘the 
most important socisH document to 
be produced since the Beveridge 
Report”, and the Prime Jl^nlster 
wrote peraotially to thank Lord Rob¬ 


bins and his ccdleagues for the work 
they have done. 

Undoubtedly the Robbins Report 
will have far-reedtipg effect on the 
volume and pattern of University 
education in Arts, Sciences and 
Technology in Great Britan if a 
good part of the 178 recommenda¬ 
tions that it has offered it 
mented, as of course it will h9k 
Committee, as Lord Robbins puts it, 
was inspired by a setose of urgency 
created by the prospect of an edu¬ 
cational crisis that the country was 
facing — the demand for higher 
education running too far ahead of 
the provision for it. The Commit¬ 
tee thus recommetods the establish¬ 
ment of 28 new Universities so as 
to accommnlate on the whde, an 
estimated <$60,000 students coming 
up for enrolment hi Universities by 
1980-81, as compared widi 260,000 
in 1962-63, 

Relevance to India 

Hie purpose of this note is nei¬ 
ther to commend nor to criticise 
the Robbins Report on its own 
ground. Who am I to do that? The 
note rather is concerned with our 
own country,-1 am indeed alarmed 
at the possible repercussion that the 
Report may have on the thinking of 
educationisti !a India, «a It will be 
publiclehd there. Already there is a 
tendency in India to judge the pro¬ 
gress of higher education in terms 
of the number of Universities set up 
and the number of students coming 
out with an MA or MSc degree. 
In recent years, particularijr sine* 
the establishment of the Umversity 


Grants Coihmisvon, multiplication 
of Universities tn India has gone 
beyond all proportions — a trend 
which gome of u$ have viewed with 
considerable alarm. The Robbins 
Report may give a fillip to that 
trend. If the need\ for Universities 
is to be assessed by the number of 
places that candidates coming from 
secondary schools demand — and 
this is the measuring stick of the 
Robbins Committee — then the ex¬ 
pansionist scheme of the University 
Grants Commission, such as is be¬ 
ing operated in India would surely 
claim justification. The majot Uni¬ 
versities in India are surely over-' 
crowded, and if all potential candi¬ 
dates for University education are to 
be accommodated surely there is 
room for more Universities. 

In a coutotry like England, where 
a certain minimum standard of in¬ 
tellectual equipment can be assum¬ 
ed in prospective candidates for 
University education and a certain 
minimum of intellectual opportuni¬ 
ties are guaranteed in the Univer¬ 
sity centres, demand for places may 
well be permitted to set the crite¬ 
rion of provision of places. Indeed 
the broad motivation of the Rob¬ 
bins Committee is, as it underlines 
in its report, “the undoubted gain 
of young people being brought into 
contact with leaders of thought and 
of knowing themselves to be mem¬ 
bers of an institution in which the 
highest standards of intellectual ex¬ 
cellence are honoured’*. 

Case for Spedatisation 

A l^rge claim indeed, but one 
which tp^haps is justified in terms 
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U ttviii it to 
4£ > Md4i ike exiMiBg 

l^ttiveitdaea Ui low, can kavo pn» 
% iQtIndard appiopi^te' 
to 'tkB<laim urged in tke Bobbine 
'Rqiiort, Oai |rko kat experience .of 
edition aHxupittWB in our Univer* 
aitie# must know kow difficult it' la' 

* to stiff StvoB the major university 
ih the country; it is not lack of will 
aldne (although it does have its 
pert) ^that is’respoasiblh for bad ap- 
potetments 'in OUr Unlytdlias, 
Twre^at'e, pppple even in"England' 
'to efxpress disgivinga at the expan* 

' sioniat move. augMsted in the Bob¬ 
bins Report. Tne kondon Tima 
was quick to pdnt to the possible 
■ datigw of .setting “donand ' lof 
places” as the criterion of expan¬ 
sion of imiversitiea. “The change of 
scale, the influ:£ of students of ques¬ 
tionable bent, the thinner spread of 
first rate teachers are bound to in¬ 
fluence profoundly the nature and 
quality of' British Universities." 
(Editorial on the Robbin.s Report, 
October. 24,. 1963). If such be the 
fear concerning the application of 
the Robbins criterion in Great Bri¬ 
tain, how much more must it be 
when the criterion ia sought to be 
applied in India. 

In a paper entitled "Teaching of 
Economics" which was publiahed in 
The Economic Weekly (;Vnnual 
Number, Februay 4, 1961) I took 
courage to suggest that, considering 
the scarcity of dependable teachers 
in the country, postgraduate teach¬ 
ing in economics should be Mufin- 
ed to no more than about Kali*a- 
dozen Universities And 1 thought 
the position was very much the 
same in other fields of study, too. 
Indeed I have for tong held fhe vieyr 
that in the present stAte of higher 
education in India, we should* ^ve 
our Universities — barring the older 
ones, such as Calcutta, Bombay, 
Madras and Allahabad, which have 
over the years Sstabli^d a tradi¬ 
tion of learning and research in 
many fields — specialising in ' a 
limited number of subjects, siibri- 
diary fields of study being kept at 
the under-graduate level. IKTuch 
lields of study each. univer&itv v\(ill 
take up, for specialisation wfll de¬ 
pend upon Us. cultural, and eittviron- 
mantaT aettlbg, Bliile it may ike 
difficult to pervade the already et- 
taUished Universities to’ 'cut down 
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dazmrioq.at, dds fwtadpw wkan' R 
pQSoea to tka qsiabtii^mieht cd a 
new Univeraiiy qr'die tqtening up 
of new (h^Hurtmenta in kn existing 
Univerrity. 

dieoshife die' ilii^aiiektl Chums '* 

' Finance'' is ^severely limited due 
to ti^ poverty of' tke country and 
so is' the' kvrilahility of suitable 
’ teachers for running higher centres 
of learning gtfd nsearcb. Wlpdever 
talents we have must not, thensfore, 
be too , thinly qwead; there is such 
a thing as "externhl ecbnothy" of 
ooncentraticm, aqd it applies to in¬ 
tellectual pursuits as much as it 
does to production of ipaterial corn- 
mdditieB. 

There seems to be a certain re- 
** cognition of this principle -— impli- 
ch at any rate — in the University 
Grants Commission’s decision to 
choose a few Universities as "ad¬ 
vanced centres” in respect of parti¬ 
cular branches of study. The move 
is in the ri^t direction.- And if 
these centres attract not merely' 
superior teachers but also the better 
type of studenp>,*all is well. If, how¬ 
ever, the choice of a centre is based 
on the quality of the existing staff 
in a particular department' and ig¬ 
nores the quality of students Who 
are to benefit from the centre — 
and this may well happen—mal-, 
adjustment is created, and the so¬ 
ciety fails to get the maximum re¬ 
turn out of the scheme. One remedy 
against a possible roabadjustment 
of this kind is to introduce a gene¬ 
rous system of scholarships to draw 
deserving students to the favoured 
centres; this indeed v an inevitable 
supplement to the discriminatory 
allocation of funds that our scheme 
involves. But grant of stipends or 
scholarships may not always over- 
rpme the inertia of our students and 
guardians; geographical distance 
may prove to be too much of a 
harrier. 

Special Cadre of Univecsitr Teachers 

In their choice of adysCnced 
centres the UGCobould, thorafore, 
apply an additional criterion — 
namely the quality of local scholars 
that n^fdit benefit from the centre. 
For historiedi TMsons or on ac¬ 
count of perversity of selectiop 
ari8ing*eut of T^ionalism and caste- 
ism, a centre which has a large 





au^lft 'dd aMe and promising iti^ 
ihittiiiimv’ 'ba foimd' uicit to have ad 
affiiiletil italt. One must not on that , 
ground ignore (hp claim of ouch a 
cehtre for recognition as an ad- 
vtncad cOntre. Rather contrary. In ’ 
the audter of recognition of centres- ‘ 

1 wduld indeed go raore'ky:the qua¬ 
lity of studentg attending lectures 
and carrying on research th^ 1^ 
the efficiency of the staff at a paid- - 
cular* moment. Teachers dan be 
made mi^le more easily, than stu¬ 
dents, if only because the number < 
involved in die Jatter is very mubh 
larger. Why- should ^not tbs U O C 
create a special cadre of University 
Professors and Readere called 
UGG Professors and I^eaders-;— 
whom they can send over to vari¬ 
ous chosen centres, if such OHstres >. 
cannot be relied upon to moke good, 
appointments? Thq recruitmigqt miay 
be‘made on an AU-India basis on 
the lines of the old Indian Educa^ > 
tioh -Service, and the poets made 
transferable. I would commend Bda 
^oposal for consideration of the 

U G C Needs Chaafins 

The UGC has. indeed a big tgsk 
before it. for the future of our ooud- , 
try will depend very much Upon, 
what lead it gives to the country’s 
higher education. Unfortunately, aii 
it is Constituted at the moment, it ^ 
cgnnot possibly.. bear the - responsi¬ 
bility that rests on it. Barring the 
Ghairmdni the members oi the Com¬ 
mission sre all lumorary, having 
full time woric as Vico-Ohancellors , 
in their respective Universities. Hie 
staff Of the Secretary is also inade¬ 
quate; the Development Oflicers, on 
whom rests tiie main burden of as¬ 
sessing the reqyirements of the va¬ 
rious Universities- (their number 
must be by now about sixty!), are „ 
over-worked and cannot be blamed ‘ 
if they take maHers casually. The 
area of operation has expanded 
enormously eince the ’ Commission 
was first instituted, and yet we have 
practically the same comtitution. 
ruling it. It iS time that the GoV- 
ernnient put the Commission on -a 
film basis, with at least half-a-dono 
fulbtime members, besides, the full- > 
time Chairman who is already dwte.-' 

li in this matter. I am going 
beyond the Robbins Report (Tbe , 
Robbins Committee recommends onq 
full-time Chatmum, two full-time 
Deputy Chairtneh and about 20 
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: {Murt'tini|6 meffibetv Ut tibe Uttiyvr^’^ 
tfiQr Gnilts' Onomifitios which 11' 
pt«poMs io plftce d the existing 
University Grants Cominittee) M* 
ther than stopping short of it, ae^ I 
have in regard to its main approach, 
it is because of the greater complica¬ 
tions that we have in our country 
which require more control and 
direction in the field of education 
than Great Britain would ever need. 

1 would indeed have a status for 
the University Grants Commission 
ana'ogous to that of the Union 
Public Service Commission, with 
genuine educationists, having ex¬ 
perience of Universities, recruited 
for Membership. 

Whal Our Universities Can Learn 
While the general approach of the 
Robbins Report on higher education 
does not seem to me to be approp¬ 
riate to Indian conditions, the-e are 
many particular recommendations in 
the Report which I could com¬ 
mend for consideration of our Uni¬ 
versity authorities. I would, for ex¬ 
ample, urge, following the Robbins 
Report, that the staff-studefnt ratio 
should be improved in our Univer¬ 
sities, that while salaries might re¬ 
main what they are, the promotion 
prospects of teachers should be en¬ 
larged through the introduction of 
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ittmction l]|e p^vitied 
teacfaers by.'iimy trf MltiMttical team,' 
adequate aecntarial and ter^ntcal 
help, adequate accommodation, lib¬ 
rary facilities, scientific equipment 
etc, that use should be made of re¬ 
search students for informal teach¬ 
ing and the conduct of discussion 
groups, that “in appointing and pro¬ 
moting staff more weight tiian at 
present should be given to quali¬ 
ties other than research, in particu¬ 
lar to teaching ability” (I would 
specially add, the general academic 
career of a candidate) and, above 
anything, that “the administrative 
burden on Vice-Chancellors should 
be reduced, so that they might pay 
more attention to educational poli¬ 
cies as such”. These are all stimu¬ 
lating features indeed of the Rob¬ 
bins Report which our Universities 
would do well to recognise. 

I do appreciate, as much as any¬ 
body else, the place of higher edu¬ 
cation. including technological edu¬ 
cation. in the scheme of development 
of our country. And if I am a 
little nervous about the manner in 
which our universities are multi¬ 
plying, it is because I am afraid that 
the influx of mediocrities in our 


'inaltitig duoniiMtif^’;. . 
cult and impturiag th« til 

tile genuine scholar. Here indsed Js 
a case where “disecoupBiies” oj 
scale may result not just in dumoH 
shinp iparginal return but in dimi- 
nishmg aggregate return, 

nanptuK from Below 

All this does not mean that those 
who fail to enter the University 
would be left in the lurch. Fay 
from that. Planning of education 
does not mean only the setting up 
of Universities or Higher Technical 
Institutes. There are various other 
fields of training which can fill the 
gap between the Higher Secondary 
stage and the University. In the 
context of our country one would 
like to see very much greater exten¬ 
sion of polytechnics for training in 
management and secretarial work, 
engineering and technological schools 
of various types for tuniing out 
skilled operatives — centres of voca¬ 
tional training, whose place in our 
economy should be of the highest 
importance. “Planning from below,” 
is what is often urged by our social 
thinkers, Nowhere is the di tum 
more appropriate than in the field 
of education. 





Helping the plans 

Saving or spending—do it through 
a Bank and help us increasingly to 
serve you and the National Plans. ' 
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in 4n Open ]E)conomy 




Riad 6 Tahbanili 


' . la a closedtecoaomy, defirOag 0te compoitentt of populatica cHange—births and deathi, ie, natural 
, iatfeaser—is a relatively simfde matter^ Bui in an opien economy, where migrOtidn may well pl^ 8 paTt>' , 
ill popuiaiion growth compa/rahlk to that of natund tnerease, serious depnitionm problems arise, arid it be- 
ikmps ~essentii^ to clearly understand the respective meanings of the'two contributing factors. 

' Ajf attempt is made below to show that there ere two sets of concepts of migration and natural in¬ 
crease,'to demonstrate that the difference between them is not only, conceptual but may also he of statistical 
significance,, and to indicate Ifietr respective scopes of appUcability. 

' {The vteWs expressed are those of the duthor and not of the United Nations.] 


JT is strange that one tjf tiie most 
neglected topics in population 
literature is the definition of the 
■growth, components of population 
- change, namely, migration and na¬ 
tural increaafe'. Why so basic a topic 
has boen-so httle discussed is some¬ 
what difficult to understand. It 
seems to be due to the fact that 
demographers have generally left 
the field of conceptual anal^is to 
the population theorists while the 
latter group has tended to set its 
models and theories in the frame¬ 
work of closed economies (eg, the 
world) where migration is theoreti¬ 
cally absent, or in the framework 
of large geographic areas (e g, one 
or more national entities) where 
the contribution ol migratian to 
population change is usually so 
minor Aat it may be neglected al¬ 
together. In a closed economy, de¬ 
fining the components of population 
change — births and deaths, ie, 
natural increase — is a relatively 
' simple matter. But in ati open eco¬ 
nomy, where migration may very 
well play a part in population 
-growth comparable to that of natu¬ 
ral increase, not o'niy do serious 
definitional problems arise, but as 
we shall .see, it becomes gsBeiftiil to 
clearly understand the respective 
•meaning of these two contributing 
) factors. 

Dho aim of this note is to show 
that there aye two sets of concepts 
of migration and natural increase, 
.to demonstrate that the difference 
between tbem is tjot only conceptual 
but may also be of statistical signi* 
ficance, and to indicate briefly their 
respective scopes of applicability. 

Two D'iffeeeitt Coneepts 
' In a closed economy, recorded 
, bir^s and deaths betiwen thp yeat 


Y i, gild Y are to the population 

u+1 

living in the area in the year Yj. 
In an open economy, where in and 
outmigration take place, reeprded 
births and deaths' are to only a part 
of the initial population of the year 
Yi, Births and deaths to that part 
that outmigrated during the n suc¬ 
ceeding years that occurred outside 
the area are accredited to a differ¬ 
ent area. On the other hand, the 
births and deaths to the immigrants 
that occurred after their immigra¬ 
tion to the area -become part of its 
vital .statistics. It follows, therefore, 
that recorded natural increase in a 
closed economy is conceptually 
■different from recorded natural in¬ 
crease in a'n open economy. 

If this conceptual difference is to 
be eliminated, it is essential to find 
a measure of natural increase in an 
open economy that would reflect 
births and deaths to the initial po¬ 
pulation living in the area ia the 
year Y,, irrespective of the place 
where these births and deaths oc¬ 
curred Let us, therefore, suppose 
that birth and death rates of 
this initial population are known, 
or can be closely approximated, for 
the n years in question. If sucii 
theoretical birth and death rates are 
applied to the initial population the' 
result will naturally exclude biiths 
and deaths to, the immigrants and 
include those occurring among the 
outmigrants. They will, in other 
words, re.flecl the natural increase 
of the initial population exclusively. 

I'n. an open economy, therefore, 
there lire two different concepts of 
natural increase. The first, which is 
obtained from recorded births and 
dnaths in the given area, we shall 
call “area-based”. The secofnd, which 


is obtained from the theoretical , 
birth and death cates of the initial . 
population, we shall call “popula-> 
tion-based”. Furthermore, because ,* 
net migration is the difference be¬ 
tween the given population change' > 
and natural increase, a different 
concept of migration corresponds to 
each of the two concepts of Saatura) * 
increase in the open economy. 

Alicebraic ForiAulMion 

fn order to understand clearly the '< 
difference, and tire relationship, be¬ 
tween that two sets of concepts of 
natural increase and migration in 
an open economy, a few algebraic 
equations may be foimulated. As * 
was first explained, population-based 
natural increase (Np), is defined as 
the natpral increase of the popula* 
lion'living in the area at the year ' 
Yi, irrespective of the plaCe of oo , 
curremce, le the natural increase 
of the bgw population (Nb). Area- 
based natural increase (Na), on the 
other hand, refers to the difference 
between the births and deaths that 
took place within the given area. 

It consists, therefore, of the natural 
increase ol the base pt^ulation(Nb) 
less that of the outmigrants fNb) 
plus that of the inmigrants (Ni). 
Thus, by definition; 

(1) : Np ^ Nb 

(21 : Na = Nh — No + Ni 
Therefore : 

(3) ; Na ^ Np — No-i-Ni 

Since the two corresponding con-, . 
cepts of migration may be obtained, 
as the difference between the given 
population change (Dp) and eadi 
of the two concepts of natural in'- ' 
err^ase, we may write: 

(4) : Mp = Dp — Np and 
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(5) ;M»=Dp-^N» . , 

Now, from (4) g.nd (5)* 

(6) ; Nfl = Np + Mp — Ma 
and {roni (3) and (6): 

(7) : Ma = Mp + No—Ni 

What equatio'ng (3) and (7) tell 

ug i« this; Area-based natural in¬ 
crease is equal to population-based 
natural increase plus the natuml in¬ 
crease of the inmigrants minus the 
natural increase of the outmigrants. 
Area-based net migration, on the 
other hand, is equal to populatioiti 
based net migration minus the natu¬ 
ral increase of the inmigrants plus 
the natural increase of the outmig- 
rants. Consequent!)', in order that 
Na'= Np and Ma = Mp, the fol¬ 
lowing condition should hold true: 

(8) : No = Ni 

Thus, Unless the natural increase of 
the inmigrants is exactly equal to 
that of the outmigrants a statistical 
discrepancy, in addition to the con¬ 
ceptual difference, will exist be¬ 
tween the two sets of concepts. 

.Statistical Significance 

To the earnest statistician, this 
conceptual difference would be ir¬ 
relevant if the resulting statistical 
difference is always negligible. It is 
the cqifnion of the writer that, in 
general, where population moV«- 
ments are .substantial, and particu¬ 
larly where migration is of the 
'‘economic" type, the statistical 
difference may not be negligiblf^fw 
most purposes. This statistical dis¬ 
crepancy between the two sets of 
concepts, as was just noted, is equal 
to the difference between the natu¬ 
ral iticiease of the inmigrants and 
that of the outmigrants. If, for ins¬ 
tance, the number of outmigrants is 
substantially larger than that of the 
inrnigra'tits (or vice-versa), the rate 
of natural increase of both groups 
being the same, the discrepancy be¬ 
tween the two magnitudes of natu¬ 
ral increase will also be substantial 
and the statistical discrepancy be.- 
tween the two concepts may prove 
to be significant. If, on the other 
hand, the ‘number of outmigrants i| 
of the same order as that of the 
inmigrants, but the age composition 
of one group is distinctly different 
from that of the other, a signiiica'nt 
difference between the respective 
magnitudes of natural increase may 
be found, and again, the statistical 
discrepancy between the two sets of 
concepts may well prove to be far 
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Itfign n^llgtbk. ^hea deftliog with 
ecPRoniic rttigrlitloh (eg, the diffw- 
ent states in the United States), the 
discrepancy is usually of a high 
order. Outmigration areas, for ex¬ 
ample, may not cmly have a subs¬ 
tantial amount of net outmigration 
(in either sense) but it is generally 
accepted that the bulk of the out¬ 
migrants are young while the bulk 
of the inmigrants are old. In such 
instances the difference between the 
natural increase of the outmigrants 
and tlie natural increase of the in¬ 
migrants is not dniy due to the fact 
that more people outmigrate, but 
also to the fact that tho.se who out¬ 
migrate have a' much higher rate of 
natural increase. Consequently, the 
statistical discrepancy between the 
two sets of concepts should in this 
instance be relatively larger than 
in the two previous situations. 

Alternative Estimates 

Demographers undertaking to esti¬ 
mate natural increase and migration 
between two censuses are, therefore, 
faced with two different sets of con¬ 
cepts that may lead to alternative 
estimates of each of the two growth 
components of population change. 
The important question to be anS* 
wered here is which set of estimates 
IS more appropriate to make. 

Needless to say, the answer tn 
this questio'n depends on the pur¬ 
pose of the estimates. This is most 
obvious with regard to migration. 
Area-based net migration, as we 
have already seen, shows the differ¬ 
ence between the number of per¬ 
sons who left the area, a'nd those 
who entered it. It is, therefore, of 
special interest to customs and mig¬ 
ration officers, tourist agencies, and 
all persons or groups i'nterested in 
the net number of people crossing 
the area’s boundaries over a given 
period of time. Population-basied 
migration, o‘n the other hand, is 
equal to area-based migration (i c 
to the difference between the in¬ 
migrants and the outmigrants) pfui 
the natural increase of the inmig¬ 
rants minus the natural increase of 
the outmigrants. It measures, there¬ 
fore, the difference between the 
positive contribution of the inmig¬ 
rants including their natural in¬ 
crease and the negative contribution 
of the outmigrants including their 
natural increase. It reflects, in other 
words, the totahTgarn or loss in po¬ 
pulation caused by the fact that 


fooh oyer tlua ennkt 
|jeri0d“. It is, tiierribre, of apedel 
interest to social and economic plan¬ 
ners a'nd to all groups of persons 
interested in social and economic 
development. 

As an illustration, let us assume 
that the authorities in East Berlin 
wanted to know die effect of sealing 
the city's boundaries (assuming that 
they are tightly sealed on all aides), 
on the growth of the city’s popula¬ 
tion Over the next five years, lu 
order to do this a knowledge of 
migratiop over the past five years 
may he required. The question to 
be answered by the East Berlin de¬ 
mographer is, therefore, what would 
have been the gain (or loss) to total 
population in the city (aside from 
natural increase) if its boundaries 
were tightly .sealed five years before 
they actually were ? It may ea.sily 
be assumed, erroneously of course, 
that the answer may be obtained by 
estimating the net difference bet¬ 
ween those who left the city and 
those who entered it over the five 
years in que.stion — that is, by ob¬ 
taining area-based, migration. The 
reader may now ea.sily .see the fal¬ 
lacy of this method If the bounda¬ 
ries were tightly sealetl, the city’s 
population would have gained not 
only those who actually left and 
remained alive to the end of the 
period, hut also their offspring. Be¬ 
cause we assume here that the city’s 
boundaries would have been closed 
to population movements in both 
directions, the city would have, on 
the other hand, lo^l the inmigrants 
who remained alive and their off 
spring. What is to be estimated in 
this instance is obviously population- 
based. not area-based, migration 

Theory and Practice 
A “component method” often used 
by demographers to estimate natural 
increase and net migration between 
two censuses results in a third and 
different set of estimates of these 
components. This method uses the¬ 
oretical death rates (from life tables 
or census survival ratios) and re¬ 
corded births to estimate natural 
increase. Consequently, the final re- 
■siilt describes neither one of the two 
concepts previously explained. In 
fact, this method has no conceptual 
grounds on which to rest. It may, 
nevertheless, be defended on the 
ground that it uses the most reliable 
data available to estimate popula- 
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tioia>biu«i} (or Mmpksued^ AstuMi 
iQCreste md migrAtioa. Pr»ctii!»d 
considerations, however, should not 
be allowed to obscure the theoreti¬ 
cal foundations lest they rekult in 
neglecting the development of data 
that would satisfy the more appro* 
priate methods. It must be noted, 
that, in some instances, demograph¬ 
ers have discussed possible differen¬ 
ces between the results obtained by 
using recorded and theoretical birth 
and death rates®. The author, howe¬ 
ver, has been unable to find a clear 
analysis of the two concepts and 
their relationship nor, consequently, 
a statement concerning their respec¬ 
tive scopes of applicability. In fact, 
in several instances, the definitions 
given of natural increase and mi¬ 
gration are found to be at variance, 
with the method used to estimate 
them. ' 

Notes 

^ In ducussing the “ theoretical weak¬ 
ness” of the field of demographyi 
R B Vance states that “ fertility, 
mortality, and migration are not 
lyetl concepts in any true seme, 
they are [stillj simply topics we 
investigate” (“Is Theory for Demo¬ 
graphers Social Forces, October 
1952. Reprinted in J J Spengler 
and O D Duncan, eds, “ Population 
Theory and Policy” The Free 
Press, Glencoe, Illinois, 1956 J 

^ If it is assumed that the change in 
residence of the migrants does not 
significantly affect their rate of na¬ 
tural mcreaie, it may be .said that 
population-based migration mea¬ 
sures the change in total population 
at the end of the period had the 
open area been a closed one. In 
the illustration that follows this as¬ 
sumption is made. 

^ See A J Jaffe, ” Handbook of 
Statistical Methods for Demogra¬ 
phers ”, U S Department of Com¬ 
merce, (third printing, 1960). 
p 184, and particularly E S Lee, 
el al, “ Population Redistribution 
and Economic Growth, United 
States, 1870-1950”, the American 
Philosophical Society, Philadelphia, 
1957, pp 15-25. 

< See, for in8tanc.e, D J Bogue 
“Components of Population Changt- 
1940-1950”, Scripps Foundation 
for Research in Population Probl¬ 
ems, Miami University, 1957, After 
explaining how births increase 
population and deaths decrease it, 
Bogue states - 

"If the number of mmigrants to 
a community, region, or nation 
from some place outside is greater 
than the number of outmigrants 
who leave that community, region, 
or nation for some place outside, 
the population grows; If the reve¬ 
rse migration situation exists the 


pOMilatioA becomes amaller. Thus cribes his codtponenl technique 

ngsmdoctlve damtt fie, nathml wfikli ttsMs recoidell biitfaa, *dju^ 

increase} and migration ate the (or completeneM of registration, and 

components of population change ”. theetttieeU death rates — i e, sur- 

(p 1). Later, however, Bogue des- rival ratios (pp 4-5) 
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It u assumed thAt irriga^n restJts in tnore intensive use of land. .* ■ ' ■ 

An attempt is made hire to test the validky of this assumption udth. data for irtigdted and wdnd^ , 
iiated areas in India during- the yew's 1952 to 1957.' - • ^ " 

The conclusion thM emerges da that during this period crop intensity in ' irrigetm*^areas was dctmUy 
less than that in unirrigated, areas', s , ■' ■ , ‘ , 


THE total net irrigated area ‘ofi- 
cial/y reported m 1952-53 stood 
at 52.4 milliorj while the gross ir»h' 
gated area In that year was 57,7 
million acres*. This works out to 
a crop intensity of 110.1 per- cent. 
In other words. 10.1 per cent of 
the irrigated area was double -crop¬ 
ped or cropped more than dhce. In. 
the same year the double cropped 
area under hnirrigated condiflona 
was 29.9 million, acres or 11.9 per 
cent of the net umrrigated area of 
‘252.3 mijlion acres. From this if 
may be seen that the proportion of 
the molticropped area was higher 
in unirrigated areas or at; best 
almut the same in irrigated apd 
unirrigatjed ’ areas. 

At the State level the position 
was more or less the same in most 
States. In ten nut of the 15 States 
finciuding Union Territories) listed 
in Table I, the crop intensity in 
irrigated areas was less than the 
Crop intensity in unirrigated aregs. 
Tbese include a few States with ad¬ 
vanced irrigation facilities as well 
as a few States where irrigation is 
more or less a recent development. 
The States of Andhra Pradesh, .the 
.Punjab and Uttar Pradesh come 
under the former category and 
riiese States together account for a 
significant proportion of the total 
irrigated area of the country. So, 
inspite of the fact that the farmers 
are faijiihar with and well versed 

• There appears to be some doubt 
regarding the accuracy aod compara- 
.bility of net and gross irrigated area 
The doubt antes in the case of an 
unirrigated crop in an irrigated atiea. 
(for example, a rain fed crop of Juar 
fodder or a short duration kariS crop 
in fields receiving winter irtigation)- 
It is not clear’ where sudi acreage* art- 
grouped — with the gross irrigated 
ajrea or ebewhere. The extent of sticli 
area, however, is small and is largely 
confined to the canal irrigated rabi 
areas of L' P and the Punjab where 
a short duration crop- df juar foddw 
is grOsm before irrigated wheet provi. 
dea the rains start eeriy 


in the ilae of water an^ irrigatiem 
techniques, they fteve bgt been able 
Co increiue the proportion of double 
cropped area Irf irrigated fields ^bver 
that in unirrigate^ fields. The diffe¬ 
rence in the crop intensity under 
irrigated and unirrigated areas in 
some States wag quite significant. 
The intetioity in irrigated sufpas was 
lower by as much as 38 per cent in 
Bihar, 23 per c^pt in, Assam, 9 per 
cent in Madhya Pradesh and 14 
per cent in West Bengal, In'the 
States of' Uttar Pradesh and the 
Piftijab it was lower by 16 per 
cent and 8 per cent, respectively. 
In Andhra Pradesh the difference 
wgs only marginal. In the remain¬ 
ing states the diffeijence ranged fiom 
2 to 10 per cent 

Only the States of Madras, Rajas¬ 
than and Orissa sh9we4 higher 
rates of crop hitensity in irrigated 


areas. In Rajasthah the intet^l^ 
in irrigated areas was higher by 1? 
pw ‘cent ahd jn Orissa.b]|^ otily 
3 per-cent, bi both these States the 
extent of -double creeping ooder 
irrigated coijditions wm Very low. 
as ’Bgajnst a relatively high, pro¬ 
portion under irrigated, conditionBv 
In Madras the crop intensity woa 
high , in both irrigated and tmirri- 
gated conditions, with hitensitjr 
rates at 126,per cent and 116 per 
cent respectively. In the Union 
Territories (all taken together) 
the crop intensity u/ider irrigated, 
conditions at 132 per cent was 
7 per cent niore than in unirrigated 
areas. 

No Change after First Plan 
The relative position of crop in¬ 
tensities fn 1956-57, that is after 
a period of five years or after the 
completion of the First Five-Year 


Table I t Intensity of Cropping under Irrigated and Un-irrigated Condition* 



State 

Crop 

Intensity 

Irrigated 

Crop Intensity Un-imgated 


’ 1 

tn 

1 

tn 

2 

I*. 

lf“) 

»n 

S 

•gS 

4, W pw. 

m 

^22 

1 

-u. ' 1952-53 

f-H. 

5 

to 

b 

Average of 
, 1952-53 to 

1 1956-37 

1 

Andhra Pradesh 

108 8 

1185 

114.6 

109 2 

T05 9 

107.3 

2 

Assam 

100 0 

100 0 

100 0 

122 7 

124 7 

123.9 


Bihar 

100 4 

100.0 

100.1 

138.7 

139 3 

138.1 

i 

Bombay 

109 9 

112.8 

111 8 

104 5 

104.2 

104.0, 

5 

.Tammu & Kashmir 103.8 

104 4 

UH.l 

1138 

120.9 

1184 

6 

Kerala 

113 3 

134 1 

135 3 

1190 

117.6 

117.3 

7 

Madhya Pradesh 

102 2 

101.2 

101 6 

m 6 

114.3 

112.3 

8' 

Madras 

126 0 

131 0 

132 5 

ire 4 

111.4 

110.1 

9 

Mysore 

101.2 

■ 103.0 

10.3.3 

102 8 

103 2 

103.2 

10 

Orissa 

lOSO 

1168 

1165 

105 7 

106.1 

t05.4 

il 

Punjab 

113.0 

122.7 

1137 

, 121 4 

137 4 

135 4 

12 

Rajasthan 

119.9 

119.9 

119.1 

103 1 

109.1 

106.2 

13 

Uttar Pradeshf 

109.5 

109 2 

1092 

126 6 

132 6 

130.1 

14 

West Bengal 

JP3 3 

102 2 

102 B 

U69 

127.3 

U9;6. 

15 

Union Territories 

132.1 

120,0 

136.0 

124 8 

1378 

130,6 

16 

Atl-India' 

llO.l 

114 1 

112 3 

in 9 

114 3 

113.0 

Cbmpiifi from: (i) 

“Abstract of Agricultural Statistics in India”, issued by the 
Directorate of Economics end Statistics, Ministry of-- Food 


and' Agriculture, Government, of India 
(jjj "Stathtical Abstract of the Indian Union”, laiUed by-ths 
' Central Statistical Organisation, Cabinet Secretariat, ,Oov- 
emmenf of India.' . , ' ■ , 


1992. 






'jpSi^r'brtW*^ ■ wr%*ted and iwta^ 

Cboi#/ 
p«*|od the total net i^ 
ngam iw» in tlje country ro« by 
3,;2 nj^lion acrea to 55.7 miUton 
acirci w» B leault dt the completio'tt 
of flirtation works initiated prior 
to or dln'ing die First Plan. During 
t^ pBriod the gross irrigated area 
trim rose by 5.8 itdllion acres to 
6^5 million acres. The crop inten¬ 
sity on this basis works out to 114 
per cent, an improvement of 3 per 
cent over that in 1952-53. How¬ 
ever, the crop intensity under un¬ 
irrigated conditions too improved 
during the same period — the ex¬ 
tent of improvement being about 
tbe same as that in utiirrigated 
conditions. In other words, the 
double cropped area increased more 
or less in the same proportion in 
both irrigated and unirrigated con¬ 
ditions. 

Excepting Kerala and Andhra 
Pradesh, the situation did not alter 
much in the States as well. The 
crop intensities under irrigated 
conditions in most States continued 
to be below than that in unirrigat- 
ed areas. Even the differences in in¬ 
tensity did not change appreciably 
excepting in Uttar Pradesh and the 
Punjab where the gulf became 
wider on account of an appreciable 
rise in the double cropped area 
under unirrigated conditions. 

Noticeable change was observed 
only in the States of Kerala and 
Andhra Pradesh. In these States, 
the crop intensities were lower under 
irrigated conditions in 1952-.'i3 but 
they became higher after five years 
by as much as 17 per cent in Ke¬ 
rala and 13 per cent in Andhra 
Pradesh. In Kerala particularly, the 
increase in the double cropped area 
was quite impressive — it rose from 
113 per cent to 134 per cent in just 
five years. 

From the foregoing it may be 
seen that crop intensity is not high¬ 
er in irrigated areas than in unirri- 
gated areas. This disproves the gene¬ 
rally held belief that irrigation re¬ 
sults in higher crop intensity. On 
the contrary it was a little lower or 
about die same in moat States as 
well as fpr tfie country as a whole. 
From these facts it may be said that 
crop intensity is not necessarily con¬ 
ditioned by irrigation and it could 
rise or fall independent of it. 
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%omm IboBHatty 
lower cr<^ intensity m Irri- 
'’gated areas may be attributed to 
many factors, such as source df irri- 
gati^ cropping pattern, rainfall 
and technique of farming. However, 
the impact of these factors on 
double cropping would not be the 
same in all the States. An attempt 
is made below to explain the rea¬ 
sons for the situation explained 
above. 

Irrigation may be of two types, 
viz, perennial a^d seasonal, and 
may come from any of the foui 
major sources namely canal, wells, 
tanks and other sources. Excepting 
irrigation from wells much ot the 
irrigation from all the sources is 
mostly of the seasonal type as all 
these sources depend on seasonal 
and uncertain rainfall for their 
supplies. This is very well seen in 
the rivers where the How varies from 
overflowing the banka rti the rainy 
season to a mere trickle in the sum¬ 
mer months. Naturally, tlie canals 
taking directly from such rain-fed 
rivers through diversion works 
would not provide water all through 
the year. To overcome this dams 
are built across the rivers to store 
the excess in the reserviors. It is, 
however, not possible to impound 
all the storable water since this 
would require submerging of vast 
areas of fertile low lying areas 
Even if these constraints are not 
there, the storage of all the water 
18 generally not attempted as this 
would dry the river at its lower 
reaches Storage also results in loss 
due tu evaporation and seepage — 
thus resulting rn high cost and low 
command area. Hence perennial 
irrigation is not favoured except 
when hydel power generation is 
linked to storage reserviors. But 
water from such canals is not likely 
to find optimum use as the constant 
tail race feeding the canal has no 
relation to needs of or demand for 
irrigation since the flow is main¬ 
tained even in the months of May 
and June when the demand for 
water is likely to be very small 
However, most of the river valley 
projects, both completed and under 
construction, have both the type of 
irrigation, i e, seasonal and peren¬ 
nial, with the former forming the 
bulk. It is, therefore, logical to ex¬ 
pect multicrcqiping only in that 
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amal'l ■ ptWtoft of tiie kreia 
benefito wdwi pm-ennia.1 irrigatioii. ; ' 

Ih areas served by seasonal irriga¬ 
tion the farmers generally take the 
best crop suited to the type of irri- 
gatiem. Aji example of th» is the 
growing df wheat as the tote crop 
of the year in the canal irrigated 
tracts of Uttar Pradeah and the Pun¬ 
jab as the oanals start flowing as 
late as in September and dry up as 
early as in March. This more or 
less compels the farmer So take only 
one crop as no crop is possible in 
the karif because any crop depen¬ 
dent on rain (except pei^ps the 
green fodder crop of bajra or juar) 
would not be ready for harvest 
early enough to facilitate pre-sowing 
operations for wheat or i^er main 
crop and no crop is possible after 
wheal because the canals dry up in 
March. The soil fertility would 
also be low due to the exhausting 
nature of the karif crop, the success 
of which is solely dependent on ca- 
pririou.i rainfall, followed by a 
main rahi crop which is likely to 
be not so good because of inade¬ 
quate presowing operations, reduced 
fertility of .soil and delayed sowing. 

This should explain at least partly 
the reason for the low crop inten¬ 
sity in the canal irrigated areas in 
Uttar Pradesh and the Punjab. In 
areas served by perennial irrigation 
the farmers prefer sugarcane, a more 
profitable crop which though it ta¬ 
kes a full year to grow is considered 
a single crop and so keeps down the 
figure of crop intensity. 

In unirrigated areas, on the o&er 
hand, the farmers try to grow as 
many crops as possible. In U P and 
the Punjab, for example, the far¬ 
mers with the onset of rain sow 
either a quirk growing kharif crop 
of maize or bajra. If the crop is a 
total failure due to had distribution 
of rain or other causes, the prepa¬ 
ration for the next crop starts early 
otherwise tbe sowing of the rabi 
crop is delayed a little. In normal 
years it may be said that the total 
gross returns from two crops from 
a given unirrigated area may be a 
little less than or equal to that 
from a single crtqi of irrigated 
wheat. 

Under well irrigation the crop 
intensity is likely to be high as the 
wells are a perennial source of water 
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TUBES 


normalising is carried Out in controlied 
atmosphere furnaces to produce a ductile tube; 
with a smooth, blue finish. 




LOCO 

We supply E.R.W. loco 
boiler and superheater 
tubes from our Jamshedpur 
Works to meet the bulk 
of the Indian Railway’s 
demand. These tubes meet 
all the technical require* 
ments of Indian Railways. 



MARINE 

Our E.R.W. tubes meet 
all the tests specified by 
Lloyd’s Register of Shipp¬ 
ing. Indian Tube Is on 
Lloyd's Register of Shipp¬ 
ing’s list of approved 
mahufaccurars. 


LAMD 

Our E.R.W. tubes for (and 
boilers are accepted by the 
D.G.S. & D. and comply' 
with the Indian Boiler 
Regulations. We also carry 
ready stocks of this cate¬ 
gory at our Warehouses. 


INDIAN TUBE 


THE INDIAN TUBE COMPANY fl9S3) LIMITED 

A TATA STgWAKTS AND LLOYDS ENTERPRISE 
























ies snpplis* 
in Jmi^ 
f6r grow-,, 
tbirii crops., 
reason (or' 
Stjr hi Boi^bay staM 
Injgnte about 22 
Koit^:;ifi<3Wil:.;.'®r ^;.pr «««* ot flip 
net nrea: However ali the 

Win'»ilK)t ykW enoui^i waftt* 
throiujjiwiit year, jin tnaiiy rcp. 
«(mS'"well8 are copiotui only for'ft 
lew fn the aununer months 

whibn the n<?ed for ' water is most 
the walk ‘ dry up due to poQr re- 
‘ jdtarge- 'Such wells are psoful for' 
suppieinenting rain water rather 
than to support an additional crop. 
The source , of water for the tanks 
is mostly raiAfall and as such they 
, can be bffective only after the start 
of rains. The. usefulness of tanks is 
felt whe<n rains are irregjular or 
come after long intervals. By . and 
large tank irrigation does not in¬ 
crease crop intensity. 

Small diversion works, lifting or 
pumping water from hvers, aandv 
river beds, utilisation of hill 
‘streamsi etc, are other snurees of 
irrigation, ft is difficult to say any¬ 
thing definite about the exact na¬ 
ture of irrigation from these sour¬ 
ces hut a larger proportion of it 
is believed to be of the perennial 
type and thus helps in raising the 
crop intensity. Perhaps this explains 
the high crop intensity under irri¬ 
gated areas in Kerala w-here these 


''J' vl; . 

OTUttw -fccdtutt $sr 40 pw twt' ot 
ifc.tset ftrigation (.Table 2). - , 

< ' fiepA to Rake.£n]!p Intoawfiy ' 

It Sfe, 'however, possible to tmsc 
^ crop intensity- Suhstantialfy »n 
the irrigated aregs provi'ded certain 
txteasuRS are tak^n. The most, hu- 
^pbrtstot of tbsan be' ‘bettor 

raontigetnent of .irrigation stmr&es 
^ particdlarly, sfate-owned ,. canals 
and tube weihs. .Instead of waithig 
for the rainy season-to be over, iT 
the canals. are run with regulated 
quantities of water , from the middle 
of Ju'ne early July, a short du¬ 
ration noh-risky cfop could be 
taken without impairing, the pto- 
ductiofh from the main rabi crop. 
.Tliis of course would call for 
-(i) additional applications of fer¬ 
tilisers and manures to bring the 
fertility status to that level which 
the. ram crop would havb utilised if 
a kanf crop ha^ not been takem up 
and, 

(ii) change in the water alloca- 
ticMi procedures and canal set up. 
In the caSe of tube-wells the de¬ 
sired change could be achieved if 
the water is supplied to karif pulti- 
ration at specially attractive rates 
and prompt supply to water is en¬ 
sured. Evolving of high yielding 
short duration karif crop varieties 
.is another step that needs to be 
taken. 

There is - another aspect that re¬ 
quires some attention. This is in 



‘re^Hsi*. toi',!^ti8tMial 'reporting'hfk*7f^| 
rioted aseai Ai already stated; tm# 

present ^tkical reporting gives ‘ 
rise to aofn* douVjts as to tbe'comfrifVji^ 
parability -of n®t and gross irrigsaMy^ 
area. 1^. extent of hiaocuracy in, 
the datnoariring of .wtona gnmil- 
fng awdj nf. the treatment of unirn- 
. gated crop area from a field under 
irrigation command or receiving 
seasonal .irrigation, is' perhaps small 
afrypreSeiit as the extent of such 
cro/i^ing is negligible. The, situa, 
bon, however, is likely to diange 
in future in View of the intensive 
cropping drive which is underway 
and the other measures, adminitsi- 
trative and technical, that arg be¬ 
ing considered for achieving higher 
crop intensity. But it would not be 
possible to measure or assess the- 
resultant improvement in creqj in¬ 
tensity in irrigated areas and .com¬ 
pare the same with that in wirri- . 
gated areas under the existing sya- 
tern of statistical reporting. It is 
necessary to improve statistical re- < 
piorting by suitably changing the 
definition of net and gross irrigat- ^ 
ed areas. 


Table 2: Average Area Irrigated from Various Sources and the Total 
Irrigated Area during 1952-53 to 1955-56 




(’000 

acre 5) 




, 

State 

- Canals 

Tanks 

Wells 

Other 

m>urce8 

All 

sources ‘ 

0. 

1 

2 

3 

4 

5 

6 

1 

Andhca Pradesh 

3090 

2491 

724 

213 

6519 

2 

Assam 

865 

_ 

— 

603 

1469 

3 

Bibdr 

1445 

72B 

496 

1645 

4314 

4 

Bombay 

630 

517 

2176 

96 

3421 

5 

Jammu & Kashmir 

667 

-- 

7 

25 

701* 

6 

'Kerala 

338 

83 

28 

315 

794 

7' 

Madhya Pradesh 

930 

320 

697 

93 

2045 

8 

Madras 

1914 

1981 

1162 

107 

5166 

9 

Mysore 

Orissa 

378 

780 

326 

205 

1689 

10 

551 

873 

810 

574 

2081 

11 

Punjab 

5004 

13 

2592 

40 

7647 

k2 

Rajasthan 

, 714 

314 

2100 

64 

3196 

13 

Uttar PradeSh 

4523 

1115 ' 

5166 

881 

12266 


Weu Bengal 

Union Territories 

.1331 

1017 

40 

475 

2892 

li 

96 

13 

43 

95 

225 

le 

Ail-Ifldia 

22535 

10009- 

1644J 

5524 

54452 


Compiled from ; 


(il) 


“ Abstract of Agricultural Statistics in India ”, issued bv 
the Directorate of Economics and Statistics, Ministry of 
Food and Agriculture^ Government of India 

“ Statistical Abstract, ot the Indian Union", issued by the 
Cantral Statistical Organisation, Cabinet Secretariat Gov¬ 
ernment of India.' 


Oversupply of Raw Jute ' . 

'J'HE Indian Centra) Jute Com¬ 
mittee has called for immedi¬ 
ate maasive purchase of raw jute by 
the Jute Buffer Stock Association 
and the State Trading Corporation ‘ 
to mop up the market surplus^ It 
has also to be ensured that no mill 
skips its cpmpilhory jute purefa^ 
quota. 

I'he Committee has made it clear, 
that the. overall position of jute was 
sound even though the initial iip- 
pression might be one of overpro¬ 
duction in the current market situa¬ 
tion. The temporary oveisupply in 
the jute market has been attributed 
by the ICJC to three factors. 

First, there has been an early 
crop this year which makes a big 
difference to the pattern of market¬ 
ing in a country where delayed 
harvesting of jute is the rule on aic'- 
count of retting difiSculties, Second¬ 
ly, growers need ready cash to meet 
social obligations flowing from the 
Piijas. Thirdly, the price of paddy 
has registered an exorbitant in¬ 
crease; thil makes the bolding of 
jute by growers for a better maiket 
' iiapoasible. > 
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Dalai Street Turns Erratic 


jJALAL STREET did not scale 
any new peak last week, tTor 
did it appear to be in any great 
haste to do so. It preferred to con- 
soHdale its position before making 
fresh advance. Equities generally 
moved up and down rather errati¬ 
cally; Technical considerations pro¬ 
duced sizable profit-taking on the 
rise but selling dried up at the 
lower levels and there also emerged 
a fair amount of replacement buy¬ 
ing. Over the week, the market re¬ 
gistered widespread losses, which, 
however, were generally small. Of 
course, the week’s trading was not 
without some bright spots of which 
the most outstanding was Century 
which recorded an impressive rise 
on strong bull manipulation help¬ 
ed by reports about the encourag¬ 
ing progress of the company’s ex¬ 
pansion schemes. Near the week¬ 
end, Steel shares also developed 
considerable firmness on persistent 
rumours about an early announce¬ 
ment of a handsome increase in re¬ 
tention prices. 

There was very little in the week's 
news to give a decisive push to the 
market eitherway. While a few pro¬ 
minent bulls have still a firm hold 
over the market, the feeling seems 
to be gaining ground that the mar¬ 
ket need.s rest to digest the gains 
already recorded and that a further 
sizable advance will have to wait 
until Shri Krishnatnachari makes 
up his mind on how exactly he pro- 
OSes to boost the investment mar- 
et and quicken the pace of indus¬ 
trial aetivity. Will TTK oblige the 
stock market with substantial fiscal 
concession? Speculators think he 
will. But investors do not seem to 
share speculators’ optimism. Not¬ 
withstanding the recent spectacular 
recovery in the market, investment 
activity is still restricted a'nd res¬ 
ponse to new issues is rathei lold. 
There are still quite a number of 
is-sues which once commanded usa¬ 
ble premiums but are now quoted 
below par. 

Oilseeds 

Easier Tendency 
jpjCREASED flo^^.:pf groundnut 

arrivals has begUn;'^ tell on die 





market. Groundnut and groundnut 
oil have turned easier and this in 
turn has affected the general trad¬ 
ing sentiment. Groundnut January 
which were quoted around Rs 
216.5() at the previous week-end 
were sold down last week to Ks 
212.7.‘> — the lowest rate for the sea¬ 
son so far, recorded once before On 
31st July. In view of the high tem¬ 
po of crop arrivals, groundnut pri¬ 
ces can he expected to show an 
easier tendency for some time, en¬ 
couraging export performance not¬ 
withstanding. How far the current 
downward move might go is diffi¬ 
cult to sav because this depends 
very largely on the nature of spe¬ 
culative activity. Export prospects 
for groundnut H P S, groundnut oil 
and extractions look quite promis¬ 
ing. Already fairly good business 
has been put thtou'gh and if the 
present trend persists, which seems 
very likely, groundnut prices might 
not register any serious decline 
under the pressure of arrivals In 
anv case, the current downward 
move should be regarded purely as 
a seasonal phenomenon; there is 
nothing like an imbalance between 
supply and demand. Oilseeds pro¬ 
duction is running far behind the 
Plan schedule and the targets fixed 
under the Plan are far from being 
ambitiouB in view of crowing in¬ 
ternal consumption of vegetable 
oils. The seasonal factor apart, the 
bearish •entiment in groundnut is 
attributable to the general belief 
that the ceilinc of Rs 236 per 250 
kgs fixed for the January i« likely 
to ho kept unchanged for the sub¬ 
sequent contracts. It hears repeti¬ 
tion that to maintain the ceiling for 
future.s at the same level for all 
the contracts when there exists no 
Ceiling on the spot material is to 
reduce the hedire contract to non¬ 
sense. A forward contract ceases to 
be a good hedge if I'n fixing the 
ceiling rates due consideration is 
not given to the normal carryfor¬ 
ward charges which have to be in¬ 
curred in transfering ‘bull’ interest 
from one delivery month to an¬ 
other, 

■*»*R 

The weakness in groundnut im¬ 
parted easiness to the rest of the 


Tliiirsdar, Moratag 

market. Linseed March drifted icBy 
lower from Rs 35.50 to Rs 36,19 
fper 50 kgs) and cottonseed Janu¬ 
ary eased from Rs 97 to 95.50 in 
spite of the strength in cotton fu¬ 
tures. Castorseed March which had 
touched a new high of Rs 168 or. 
good export prospects and scarce 
supply eased to Rs 166 by the 
week-end on scattered selling and 
lack of fresh support. 

Export Performance 
Exporters reported fairly good 
activity all-round. As usual, ground¬ 
nut extractions were the most active. 
East European countries were men¬ 
tioned as keen buyers. Japan and 
the U K also took fair quantities of 
groundnut extraction.®. Prices rea¬ 
lised were, however, slightly lower 
than in the preceding week, presu¬ 
mably because of increased Indian 
offerings. Groundnut H P S evoked 
fair inquiry and here again East 
European countries were mentioned 
as the main buyers. Reports are 
that Canada and other buyers of 
Indian groundnut are finding it 
cheaper to obtain their supplies 
from East European countries which 
are reselling Indian goods at lower 
prices in order to earn .sterlitiK and/ 
or dollars. The U K and Western 
Europe took further moderate quan¬ 
tities of groundnut oil last week; 
crude oil fetched about £ 100/101 
per ton while refined oil was sold 
at £113-10. Shtpoers continue to 
complain about difficulty in secur¬ 
ing ■necessary freight Export busi¬ 
ness, It IS said, IS being adversely 
affected by the inadeauate port faci¬ 
lities at Saurashtra which has come 
to occupy a very important place 
in the country’s oilseeds export 
trade. Inquiries with the trade indi¬ 
cate that the State Trading Cotpo- 
ration is anxious to secure sizable 
quantities of groundnut oil to he 
offered to Morocco a'nd the USSR 
It is to be hoped that the S T C 
will make its purchases in a way 
which does not unduly excite the 
market. The present appears to be 
a very opportu’ne time for negotiat¬ 
ing laree business because of the 
increased flow of new crop arrivals. 

Shippers reported further large 
business of about 1700 tons in cas- 



tor' oil,' mostly with Communist 
countries. Latest reports from thfe 
U S encourage the hope tha|: Iridian 
castor oil will again find its way 
to America, Washington has drasti¬ 
cally redvtced the sale of its stock¬ 
pile castor oil from $ million lbs 
in August to 1 million lbs in Octo¬ 
ber and it is likely that there will 
be no sales of castor oil from the 
stockpile in December. This has al¬ 
ready pushed up the quotation for 
.Brazilian castor oil from 11.65 to 
around 13 cents a lb, first pressure. 
Though export business with the 
US has been at a standstill "for over' 
two years, the U S importers are 
again, beginning to evince interest 
in Indian castor oil. The revival 
of US buying can bring new life 
to the castor futures market which 
has been extremely I'liactive since 
long Export business put through 
last week in linseed cake was men¬ 
tioned around 5(Kl tons, with U K 
as the main buyer. Cottonseeil cake 
continued to be in good demand 
Tlie U K dncl the Continent took 
sizable quantities and paid about 
£ 32-15 per to'n for November- 
March shipment 

Cotlon 

Prices Harden 

.K the buffer .stock scheme 
has yet to be finalised, lire 
cotton market has developed a 
limier tendency. If. as Press reports 
continue to suggest, the purpose be¬ 
hind the buffet scheme is to sup¬ 
port the market whenever prices 
lend to decline by about Rs 100 
per candy below the ceiling, cotton 
becomes a good ‘buy' around the 
current levels because tliey are 
close to the proposed official sup¬ 
port price. And if cotton consump¬ 
tion picks up with the expansion of 
the spindleage that is now envisag¬ 
ed, the gap between domestic sup¬ 
ply ami off-take is likely to be fur¬ 
ther widened which in turn will 
tend to boost cotton prices It i.s 
quite possible that the buffer stock 
agency will not need to make any 
siistantial purcliases in order to 
support the market. 

Colton futures recorded further 
sizable improvement last week. 
After rising from Rs 700.25 to Rs 
709.25 by 11th NoVembef, the 
March contract reacted to Rs 703.50 
on corrective profit-taking but it 
was up again at Rs 707.75 by the 


week-end. Im^oved sentiment in 
futures merely reflected the steadier 
leridency in the spot section where 
prices have hardened in spite of in¬ 
creased arrivals. Mills which had 
been keeping off the maricet for the 
past few months are again in tla- 
market, with the results that arrivals 
are being readily absorbed. Senti¬ 
ment has been helped by the re¬ 
cent marked rise in foreign cotton 
prices. Fairly good activity is said 
to have developed in foreign cottons 
following the issuance of a part of 
the global import quota. Out of a 
global quota of 2.^45 lakh bales pro- 
po.sed to be issued, an initial quota 

Buiincsi Aotei 


of 90,000 hales comprising 6O/)0O 
bales of cotton stapling 1-3/16 
inches and abov'e and 30,000 bales 
of 1-1/16 inches and above but be¬ 
low 1-3/16 inches, is reported to 
have been allocated to mills lor 
import. Prices of East African, 
Sudan and Egyptian cottons have 
firmed up on keen spinner inquiry. 
There has also been a marked re¬ 
vival of overseas interest in Bengal 
Deshi and Deshi prices have hard¬ 
ened considerably. While sales re¬ 
gistered up to ilth Novemhei are 
placed at .39.090 bales, total export 
biisines.s in Bengal Deshi is esti¬ 
mated around 60,000 hales. 


Tata Chemicals 


'pHERE is a note of achievement 
in J R D Tata’s address to the 
.shareholders of Tata Chemicals, of 
which he is the Chairman His 
satisfaction at having surmounted 
the numerous obstacles which the 
Company has had to fate since it 
stalled its career twenty four year.s 
ago IS obvious During the year 
ended June 30, 1963 the Company 
has at last fulfilled the expecta- 
lian.s that were laised at the time 
of Its establislime'nt With character¬ 
istic modesty, J R D attributes the 
achievement to the high competence 
and efficiency of the management 
and technical staff who, against 
heavy odds and without foreign tech¬ 
nical assistance, have done a Lack- 
breaking job all these years a'lul 
achieved success. Tata is confident 
that the Company has now attained 
a state of self-sustaining growth a'nd 
that the sha!holdel^ lan look for¬ 
ward to the future with faith and 
confidence 

The greatly unproved results of 
the year were primarily due to the 


successful completion of the expan- 
•siffn project which has rai-sed produc¬ 
tion of soda ash to 128,000 tons in 
1962-6.1 compared to 57,000 tons in 
1957. Revenue has gone up from 
Rs 271 lakhs to Rs 726 lakhs (166 
per cent) and pre-tax profits from 
Rs 25 lakhs to Rs 90 lakhs (261 
per cent). 

Compared to 1961-62, the pro¬ 
duction of soda ash increased 
b\ 25 per cent, and that of 
dense ash by 300 per cent. Pro¬ 
duction of refined sodium bicarbo¬ 
nate wa.s deliberately restricted 
below capacity due to slackness in 
demand hut even then it was 6 per 
cent higher than in the previous 
year. There was a drop of 38 per 
(vnt in the caustic soda produced 
due to the closing down of the che¬ 
mical caustic soda plant which had 
become uneconomic. ProductieW of 
caustic soda by the electrolytic pro¬ 
cess in< reasTcl by 18 per cent. Salt 
production rose sharply to 2,45,000 
tons from 65,000 tons m the pre¬ 
vious year. 
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Year 

1960 

{In lakhs 

ended June 
1961 

of rupee\) 

30, 

1962 

1963 

C,ipital 

3IJ 

312 

312 

362 

362 

Reserves 

55 

64 

84 

83 

144 

Gross block 

55‘J 

708 

not 

875 

9.38 

Net block 

■jfib 

501 

575 

611 

633 

Gro.ss revenue 

353 

351 

425 

541 

727 

Gross profit 

64 

48 

57 

53 

134 

Net profit 

31 

26 

34 

17 

79 

Pcicentage of net profit to sales 

92 

7 7 

8 2 

3 2 

11.1 

Dividends 

19 

14 

17 

21 

35 

Net suplus per ordy share (Rs) 

t.in 

0 70 

1 16 

0 49 

2.49 

Dividend per ordy share (Rs) 

0 75 

0 60 

0,65 

0 65 

1.00 
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• '• Sales Vs^bus *jf>t'o^ts>,'£|^^ 
t)ie 7 far iiicressed M 94 per' ce^ 
<'. Ircup ^1 Iskiis to Rb 715 )a^,' 
and profit after providing depiMi' 
atkJn and before taxes by 429 per 
^ cent from Rs 17 lakhs to Rs 90 
,, lakhs. The higher profit' is attri¬ 
buted by the Directors not merely 
to' Ikrger output at Mithapur -but 
alw to improved efficiency, lower 
production . costs and more- econo' 
mic sales and distributiosi. The 
. highly favourable > results of the 
year have enabled ifie Company to 
' provide Rs 44 lakhs for -deprecia- 
fron in full including alj arrears, 

' and to set aside Rs 41 lakha for the 
development rebate reserve m full 
, and to declare a dividend on ordi¬ 
nary shares at Rs 1 per ^hare 
against 65 nP in the previous year. 

‘ The output of the expanded plant 

- at Mithapur has now reached its 
fated capacity of.400 tonnes. The 
possibility of jnereasing the plant’s 

• tapagity to its optimum potential 
is now under the active considera¬ 
tion of the • Company. But at the 
san\e time, as the vagaries of mon¬ 
soon often deny the Company ade- 
(][uate supply of fresh water and salt, 
it had b^omc necesssp-y to find a 
lasting solution to this problem. 
The Company has now found out 
Ways of substituting to a large ex¬ 
tent suitably treated sea water for 
fresh water in the operation of the 
plant without loss of production 
and efficiency. It is also taking 
steps to increase salt production 
4>eyond ■normal requireihcnts so 
.th^t in spite of excessive rains in 
any year its operations, will con¬ 
tinue unaffected. 

. In view of the reduced depen- 
'drtioe in future of the supply of 

- fresh water for the operation of t^ 
'Mithapur plant, J R D has now in¬ 
dicated that, as against the pre¬ 
vious plan to expa’nd the output of 
soda ash by 100 tons a day a sub¬ 
stantially larger expansion can now 
be Undertaken. When salt produc¬ 
tion IS also stepped up all obstacles 

‘ to large scale expansion of produc¬ 
tion would be' removed. The 
maYiagement^ J R D said, is at pre¬ 
sent, engaged in a careful study of 
the teichnical, economic and fi’nan- 
cial aspects of further expansion 
with^t advcrsfly affecting current 
.ope^li^^s ot profits. 

The accounts of the Company 
for tlie year were, reviewed in brief 
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''df'Jibvdia^ 
table' on fuige' 1906 ifidicatdi" 
progresa of the Cbripaoy ‘ dufipg 
past 5 years; * 

Money MaHitet 

Thandaf, Morning 
JNTER—BANK call money rale 
which was stagnant at l-J per 
cent tiirougbout the past week hard¬ 
ened' to 2 per cent only by Wednes¬ 
day this week. An increas^ demand 
for funds, however, had been notice¬ 
able from Monday last, but it did 
not aifect the rale as- the demand 
eould be met without diificulty. No 
scarcity of funds wak felt as the re¬ 
sources position of scheduled banks 
as on November 1, was even more 
comfortable than the week be foie, 
with deposits rising by Rs 911 cro- 
rea and advances contracting hy Rs 
1.13 crores. In fact, bank’s resour¬ 
ces were' large enough to .enable 
them to piace mdre mopey on the 
call loan market, money at call 
during that week increasing by Rs 
4.77 crores to Rs 64.52 crores. * At 
the same time, the hanks also found 
it possible to increase their invest- 
' ments m securities by Rs 17.41 cro¬ 
res, thereby replaang a major part 
of their sales , effected during last 
month. The total investments of 
scheduled hanks stood on November 
1 at Rs 776 75 crores which was 
only Rs 10 crores below the peak 
reached on September 27, As a con¬ 
sequence of larger investments, 
bank’s balances with the Reserve 
Bank Heeling sharply by Rs 15.98 
Cl ores. 

This week’s tenders to 4he Trea- 
.sury Bills amounted to Rs 4 crores 
(Rs .3.03 crores last week) against 
Rs 2 crores invited,' resulting in the 
' rate of discount declming to 2.300 
per oent'from 3.310 per cent in the 
last week and from 2.318 per bent 
in the week previous. But inter¬ 
mediates sold between November 6 
and November 9 hardly amounted to 
Rs 45 lakhs compared with Rs 8.10 
crores during the previous week. 
Although the flow of funds to Trea¬ 
sury Bills did not increase in the 
course of the week, iKe yield on 
treasures. were lower in, sympathy 
with the lower rates in the call loan’ 
market., The easy money conditions 
that prevailed as reflected in ‘ thb 
short terra mo^ market and trea¬ 
sury bill tenders, and the absence of 
adequate demand from .trade chan- 


[tf Av*" ' Jf','' 

iW of ftiitds aiwii- . 

In t^ context* ffw hardening of 
^ball mdifiey rate 6n WednMday cafe 
not.'as yet indicate that trade d^muid 
for funds* iq .the wake ^ the busy, 
season has now* assumed siaeafele prd- 
portions. Quite possibly, the, 
is due to Diwalj festival which is' 
being oellehrated this ijveek.lfe most' 
parts of the country. - Hie iocreasjed 
demand* is reflected in the sudden 
apiiit in ‘ketive notes hy lls. -35.77 
crores,and in the’falf in' sched'alwl 
banks’ balances with- the. Resen'e ■ 
Bank by Rs 21.29 crores as on 
November 8. Scheduled banks did 
not however jnerease their borrow¬ 
ings from the Reserve Bank'but oq 
the contrary, reduced them by Rs • 
1.53 crores to a balance of Rs 51 
lakhs, ' 

The spurt ill the Notes fn Circu¬ 
lation caused an additional note 
is.siie erf Rs 22.64 crores* for the 
week over and above the supply ol 
notes by the Banking Department 
whose till was depleted hy Rs IS.fO 
crores. The net note issue was 
covered by the transfer of ■Rupee 
securities of the value of Rs 25 cro¬ 
res to the Issue Deportment. 

Central Ckwetnment's deppsiis 
were up' by Rs 71 lakhs and those 
of Statp Governments by Rs 6.^*3 
I crores, but their combined borrow¬ 
ings from the Bank were also higher 
hy Rs 2.90 crores. Foreign balances 
showed a small increase of Rs 61 
lakhs. 

The giltedged market was' more ’ 
active during the week althoufifli 
price changes were only jiOmin^l. 
the 3 per' cent Conversion Loan 
tended to look up." Cold Bonds 
were inblined to be easy.' The tone 
is quite steady. 

j*.7. I-; 

1 Ube Economic XPOlcebli? 1 

I Foreign SidMMwiption Rate | 

I Due to increase in fonign |. 

! postal rates it has been foutid | 

I necessary to revise, our formgn | - 
■ subscription rate. With effect | 

I from July 1963,. the annual ! 

I foreign subscription is Rs 34, " i ’ 

I SOs or $ 7 . j 

I , > ,A Fernandes* l 

I ButintM Mmoftr | 
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'BANiUNC'.KEtlklVS 

^ - {Ritanifts) 


Reiser** Bank ' ~ 

IW • 

NoV i 

Oct 11 

Nov 



. 


«6C 

( .Nom eirbulation 

2279.69 

2243 92 

2257.08 

2086216 

, 2^'Rupee , coin 

418.60. 

120.95 

120.97 

120.82 

.3,’ Deposits 



* 


- (ai Central Govt 

• .49.39 

48.68 

52.20 

50.43 

' (b) Other Govts ■ 

14,35 

7.37 

10.36 

17 86 

(e) Banks 

79,69* 

lOl.lO 

04.51 

82 79 

< (d). Others 

,(164,38 

163-77 

161.96 

160,07 

4 ' Foreign securities 

92.46 

92.46 

92.46 

88.08 

5 Balance abroad , 

■7 95 

7.31 

9.10 

5.92 

6 Rupee securities 

1964.31 

193931 

1939 31 

1778.29 

7 Investments 

.219 23 

230.10 

168.21 

174 23 

8 Loensvand advances 
‘ to Govts 

67.12 

64.22. 

83,88 

33,70 

9 Other loans and 
' advances ^ 

14168 

138 65 

141.22, 

I'SO.ig 

Schcditicd Banka 

Nov 1 

Oct 25 

Oct 4 

Nov 2, 

I 

I Aggregate 

Deposits (net) 



' 

- ’62 

2242.68 

2233.56 

2213,10 

2048 61 

Deniand (net) 

986 73 

974.75 

969.52 

819.29 

Time (net) 

125.5 95 

1238 81 

1243 57 

1229.12 

2 Cash in hand 

56.57 

56.46 , 

55.53 

33.96 

3 Balance with 

Reserve Bank 

97.79 

113 77 

79 44 

72 85 

•4 ■(2) + (3) a., % 
of (1) 

6 88 

7 62 

6 10 

619 

3 Borrowings from 
• Reserve Bank 

2.40 

1 88 

3 12 

5 97 

(a) Against usance 
bills and/or pro 
missory notes —• 


0.20 

4 19 

(b) Others 

2.40 

1 88 

2 92 

1 78 

6 Advances 

1234 43 

1237.66 

12.3a52 

1174.66 

(a) Stale Bank 

236 84 

233.87 

234 80 

255 23 

(b) Others 

1197 59 

1003 79 

1003 72 

9W.41 

7 BilK discounted 
(a) Inland 

177 16 

! 73,98 

170 90 

164.54 

(b) Foreign 

56 24 

57 31 

52.87 

51.14 

('c) Total ■ • 

233 40 

231 29 

223 77 

216.08 

(i) ^tate Bank 

16 90 

16.65 

14.55 

15.41 

, (ii) Others 

226.50 

214.64 

209 22 

200 77 

8 (6)+<7) as «/., 

' of (1) 

65.45 

65 77 

66 07 

- 67.89 

9 Investment in 

Govt securities 

776.75 

759.34 

786 00 

694.05 

10 (9) as % of (1), 

34 63 

34 00 

35.52 

33.88 


> 


Bombay Money Rates 



(Per cent 

per annutn) 




Nov 1 

Oel 25 

Get 4 

. Nov 2, 
’62 

Call ftioney 
fnun Eanks 

__ 

2 49 

2 18 

3.00 

Deposits 
i^ven cays 

.3 00 

.3.00 

3.00 

3 00 

Three months 


3 50 

— 


Six months'. 

?.75-. 

3 75 

3.75 

3.75 


•y 


INDEX NUMBER OF WHOLESALE PRICBS 

{Btue ; 1952=^3 = 100) 

WEEK ENDING 


Orodp R' Bub-Oroup 

5.10.63 

28.9.63 

7.9.63. 

6.10.02 

Pood AJthdte 

188.9 

138.7 

189B 

* 128,7 

Carols 

118.8 

117.9 

116.6 

168.5 

Pulsei 

112.4 

112.2 

109.6 

112,7 

Fruits R Vageyables 

iis.e 

112.3 

1441 

129.5 

Milk R Ohe« 

12^.2 

125,7 

127.6 

124.S 

Bdlble Oils 

154.5 

153.1 

154.6 

155,8' ' 

Fish, XBgs R Meat 

146.0 

148.5 

153.7 

152.1 

Sugar R Our 

219:8 

- 217.4 

216.5 

166.6 

Others 

182.7 

1828 

181.8 

166.3 

liquor R Tobstdeo 

118.7 

118.7 

118.8 

iOB.O 

Tobacco 

115.6 

116.8 

115.3 

96.5 

Fuel, Power, light A ' 
Labsioasita 

188.8 

189.8 

189.8 

122.8^ 

IhduaCrlal Raw 
Materials 

140.1 

' 140.1 

142.2 

18B.9 

Flbras 

130.7 

180.0 

134.1 

129.4-. 

Oilseeds 

160.5 

16i.3 

161.4 

157.7 - 

Minerals * 

91.5 

915 

91.5 

93.4 

Others 

122.5 

121.5 

126,0 

124.8 

MannfaOturea 

lai.s 

1*1,1 

18L8 

126.9, 

latermedlaie Produetp 

1S8J> 

188.2 

146.0 

142.4 

Flnlslied Products 

128.9 

128.8 

129.8 

126B . 

126,0’ , 

Textiles 

128.2 

128.0 

128.0 

Cotton 

135.8 

135.S 

135.4 

m.i , 

Juie 

102.3 

102.0 

101.3 

,169.4 

Woollen 

156.6 

156.6 

156.6 

141.3 

Bilk R Rayon 

137.4 

136.3 

141.1 

133.4 

Metal Products 

163.7 

163.7 

163.7 

,1610 ’ 

Chemicals 

117.1 

117.1 

117.4 

118.5 , 

-Oil Cakes , 

164.8 

185.0 

163.5 

165.1. 

Machinery R Transport 

m,3 



1 

equipment 

124 2 

123.9 

117.4 ■ 

Others ■ < 

128.4 

128.6' 

128,6 

1267^ 

All CammodUioji 

187J) 

188JI 

187.2 

129.6 




Cotton Textile Industry 

(Mill Sector) 


Produeliun 

Cloth 

Apr •6.'» 

Mar ’63 ' 

-Apr 62 1962 

(Average) 

(Million ydi) 
Yarn 

400 

40;!( 

413 

416 ' 

{Million tbi) 

Slocks 

Cloth 

159 1 , 

159 0 , 

154 6 

157 9 , . 

(MUlidn yds) 
Yam 

268 5' 

318 9 

280.9 

472 2 . 

{MtlUan lbs) 

20 I 

192 

17 6 

22 3' 

Consumption of 
raw cotton by 
textile mills 

(Lakh bales) 


- 


* <7 

Indian 

4 18 

4 05 

3 85 

, • 3.87 

Foreign , 

0 56 

0 66 

0 73 

0 82 

Total 

4.74 

4 71 

4 56 

4.69 


Source : 7'extile Conuniiuioner,' Miniitry of Comment anti 
Industry. 



Cloth 

Production 


^ ' 'f 


(Million metres) 




Apr ’63 

Mar ’63 

Apr '62 

1962 





(Average) 

Coarse 

61.5 

62 1 

55.7 • 

63 4 , 

Lower medibni, 

1155 

116,1 

1183 

1170 

Higher medium 

149 0 

147.8 

169.4 

162 2 

Fine 

i7.7 

'193 

143 

164^ 

Superfine 

22,2 

23 4 

20 3 

2kt 

Total , 

365,9 

368,3 

378.0 

■ 380 0 

Murc« t Textile «CODmisdSoneiv Bombay. 
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Th* BlacK King stands aloof and defiant He is 
guarded by a Pawn, a squat rnenacmg Castle 1 
and a scheming Bishop Oark and determined, ' 
they surround him in a defensive phalanx But I 
White Is attacking with two crafty Knights, a 
disdainful Queen and a spearhead of Pawns , ^ 

Ram Nath Sharma masterminds the strategy \ 
Two moves, and the Black King is checkmated 
Sharma. chess player and tank lorry driver at j 
Shakurbasti Depot, Delhi, smiles Careful , 
strategy has won the day i j 

A LORRVLOAO OF POWER < 

I 

Sharma has been driving carsi tank lorries and ' 
trucks for Burmah-Shell for twenty years He j 
delivers motor spirit and high speed diesel oil to , 
dealers, aviation fusts to aviation depots and j 
packed lubricating oils to customers, .the | 
correct quantity and grade against each order ! 


He must drive with infinite care, unload with 
every precaution, keep his presence of mind 
Over two decades of performance he has never 
been known to panic 

TODAY, AS EVER, PEOPLE LIKE SHARMA ARE W0RKIN6 
FOR YOU 

’l have 125 shares In the Society,’ says Sharma. 
A prominent member of th# company's Co-op. 
Credit and Thrift Society, Sharma le proud of hlS 
work in Burmah-Shell It has meant a fuller, 
satisfying life for him and hia.family 

Sharma and people like him — at all levels of 
responsibility — are Burmah-Shell Today, as 
ever, they are hard at work, working to ensure 
thatvital petroleum products, essential to India's 
growth and progress, are brought to you at the 
right place and time, In the right quantities 



BURMAH-SHELL ‘ 
are Peopltj Hie 

* .ct 
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^ ioilAlALS' 

<F«irtijwU8 : Wid^ Perspective ‘ 1911 

, AndM : 'Shiftteg Ali|»unents / 19!S 
' Peiliaiimit tiad Public Sector - 191) 

' -WtepiaV NOTES 
JBiontie ' Peece Talks Founder—r 
The Cost of Paddy Who ' •' 
Omu Beaks? — The Big aitd 
the Smell — Intensive Agii- , 
culture—Too Little, Too Slow 19W 

OdWTAL VIEW 
Mmisurt and Watchdogs 
— Roniedi Thapar 1917 

A 

FROM THE LONDON END 
The Programme that Was 1919 

A CALCUTTA DURY. 

Bitter Prwts of Cheaper Sweeb 
I FUbberdgibbet 1921 

SPECIAL ARTICLES 
Death of a Maharatu : An 
'4u“U>l ed Rural Bengal 
— Barun be 1923 

4&geda’t Unfinished Rwakiuon 
—* Trederick F Clainnonte 1929 

Levels of Income in Raral India 
— M Ramachandra Rao 1985 

AROUM) BOMBAY MARKETS 
Technical Correction Under Way 1-939 

iRUSINESS NOTES 

Cloth and General Mills 
'■ — Indian Hume Pipe — 

Canara ^Workshops ■— Money 
,' Ik^arket 1?+1 

GlSilRENt STATISTiCS ^ 1944 

StotMrt, Bombay-l. 
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ECOifinpcK 
f-m ;i#dedbmw: 2^406 
'0^00^ SiAiptipihaj Be, 24 

It 


fMBumi Ywa OF ^PMHfWHIOW , : ' ., 

yiojtiioe XV ' Pri^ 3i0‘N*ye ftht 

^ _ t ■ * . ► ) " ' 

F^rUlisfirs s. Wider Perspet^iy® 

'THAT Ttombey hus been selwStod u the vetiue of the F«»!tflSeer 

feirenpe, aprmsored by die GCAF£ «ndl the <^r Vtiked rTgtSoii*- .' 
Itgendes, includbig the rAO, end that die FectUiM| (Coipointti^ 

India is pfayntg & host to^it tote Iit^y oyp® 

way. It pb^ints 'die supmxA naoesnty of fodd Ptpdb^' 

titiq is the most populous naft df tfak world wiixli lalao fhe hi|pnp4' 
inddentw of ststration hnn itasdniilbdtioD. That it dt^ )^ eipglth iji' 
out fdrtiiiaen as die one meet bnportant agekicy foc'iaidaJBp|', a 'otiabpe 
in i^enltnral tetdini^es and i^isipK ou^jl^ Not tbid: any 
by tMlf cap bring about the needed eban^ — oertain rdmofea, ,ltich 
as thoa® of ,the system of wnancyt ai« beyond dm range',of adtevd^ 
techniijues. But it emphasiaes appHi^tai jcd wdends in k fiohl: 
hitbertw almost untoodied hr touched very lighdy by aioilBn!|. developi' 
ments. , ' ' ’ , ■' a,’ , , , . 


The dunce of the venue is also sigidmnt in that alow am^ag 
the developing or underdeveloped country India fiai haan, trodGlgg > 
considerable effort in developing the fertiliser bidastry in the 'Cauatiyv 
however halting the progreM. It need hardly ‘ be mestiioned hit 
passing that Japaif wfai^ Is among the worltj^ leaders m theplb^Hto'^. 
tion and use of fertilieers is not in the oatttipiiry of Ae I^CAFE CoUti- 
tries. That the'Fertniser Corporation of Indn alio^ld play heat to the 
ConfenAice is also not without significance, lor the design oxgn^' 
lion whk^ it has built up and the nucleus lor anoffter bong developed ' 
by F^iliaers and CbemkaK TvavatiOom,/at'hut 
copn.try.on dM-rif^ path of development of die ferdliser hnaetty after , 
many years wasE^ in misdirected effort. • , 

The gathe ring of the international technical experts and i^pet^isM 
from the ECAFG coudtries with knowledge and experience of the 
particular problems of their own countries.must surely result in .tnany 
fruitful intei^changes. To this body of axpeits tJie Miniater of Heavy ' 
Industries, Shri Subratnaniam, submitted the Mobjeis^ ol davising 
simpler procedures for soil surveys, so that the ^ d? diffeiyAit types 
of fertiliWrs Can be adjusted in proper proportions In order ^-that the ‘ 
maximum benefits can be derived at|d nutriept properties of, tbe soil 
restored stod improved instead, of being damaged. .This is a %Id. iti 
'which India clalfne to have acquired considerable esperibn^^jK^^ 
we have not beOn ibie to produce g proper soil niap of 
evolve a systnn of soil analysis whidi could be 
seliKXing aind blending of fertilisers. To he fair to tbe 
diould add that what be. wanted -was “suggestions as to hci# ||p|: to . 
OKguusei an effectiue and yet not too qpstly a system of extehsli^ am 

_.-_9_'V* fn . e r.4...i__t 1_ I ^ 'J- _ J! _ a.9*L5__. 



fonned important .iteqp of tbe agenda. To dbem Mr U Nyup^ '‘Jim' 
Sscretarv of.the FCAFE^ 4«w ptdpted attmtkai in,,- " 
^ * .ttoil^ .ptobteito jIn mtcb we have <got 
f^iWtion land ifus W<w ::^ot Imattibced h| cither. / 




'' "'t V'f'i V * w 


a . ' M " 





QwrfM i to ci l. lilt/ 

^uMke'-W u«*.‘<^ lertiKsay., 
^'MWiit vidiMided in this coW* 
tty jertit»ers AFe .«t>ld as a matter 
of policy at an inflated price, , and 
that die piices charged are ^bout 
the m world! The 

obvious explanation would ,'be that 
even without much promotional 
activity the demand was very high 
and, became of tardy internal pro¬ 
duction and shorta^' of foreign 
exchange for imports, the Govem- 
rnent was In no position to meet it. 

The fertiliser industry is highly 
capital intensive and for any of 
the countries in this region under¬ 
taking its development, the import 
content of the investment is excep¬ 
tionally high and Mr U Nyun ex¬ 
pressed die hope that the discussimi 
at the Conference would reveal the 
possibilities of manufacturing ma¬ 
chinery and equipment for this in¬ 
dustry in countries of the region 
other than Japan and India which 
were the only two manufacturing 
them at present. 

It is true that India has some 
fabricating capacity. It could, if 
the Plan performance were better, 
have much more. But with the 
progress of steel and heavy-machine¬ 
building as slow as it has been, is 
not Shri Subrainaniam again lead¬ 
ing us up the garden path by hold¬ 
ing out hopes of setting up the 
manufacture of pressure vessels 
and compressors for the fertiliser 
plants when we are in no position 
to fabricate simpler equipment to 
significantly reduce the import con¬ 
tent of the steel expansion pro¬ 
gramme? 

After much groping, planning of 
fertiliser production is being^ put 
ort the right lines in that reliance 
is being placed on indigenous and 
competent design organisation,^ and 
production is being increasingly 
switched from a basis of coal to 
one of petrochemicals. More 
attention is being paid to costs of 
transportation, availability of raw 
material and proximity of consum¬ 
ing areas in choosing the future 
location of fertiliser plants. Hiis 
is in pleasant contrast to promises 
made offhand earlier of a fertiliser 
plant for every State. The logic 
of ’this development has been re¬ 
cognised by putting the new Mini- 
for Oil in charge of chemical 

19^2 

J 




iteJnduatriei \4il8o, so diat i unified 
deveiepiM^ tA tw» is. aaigiareA 
at ^ iga^sttnisl tend. Ifo- 
mayun 'Kldjir. fia^ ^ 
cieaflf ibaified out iti^ him and 
rich experience of past mistakes to 
draw upon. 

Since the Conference is of all 
the countries of South East Asia, 
the wider perspectives of fertiliser 
development in this part of the 
world should not be lost. Here Mr 
Nyun pointed out, “the limited 
size of domestic markets is the 



sniffy'," / 

m frade — 
tui« '«(' ftt^tisen .ecnihi'.tba 
ed, it wobM go a loiK my 
reweit^ this impadiBedi, tfioa jtii- 
abling the countries of the region 
to enjoy the benefits of ectAioOues 
cd scale”. The obstaclea to^ 4us 
desired development are well 
known. The discussions should re¬ 
sult in concrete and practical sug¬ 
gestions for overcoming them, for 
nowhere else is the scope for Asian 
cooperation as promising as in 
fertilisers. 


Arabs: Shifting Alignments 


the year 1963 is likely to go 
down in Arab history as a year 
comparable to 1958, when the fra¬ 
gile equilibrium oi some States was 
precipitated into a new phase of 
instability that eventually evolved a 
new equilibrium. Whether the fluid 
situation in Iraq will produce an¬ 
other Kassem is not clear yet — in¬ 
deed the entire significance of re¬ 
cent events in Baghdad is obscure. 

Iraq led the way in the current 
phase of coups by ousting Kas- 
sem last February. When the 
Syrian Baath Party followed suit 
last March and seized power, 
the way seemed momentarily 
clear for some real advance to¬ 
wards a socialist Arab unity. Sad¬ 
ly, the long propounded ideals of 
Michael Aflaq and Baath Socialism 
were insufficient (at least, in the 
short term) to overcome the deep 
cleavages between Arabs both out¬ 
side and within Syria and Iraq. In 
addition, while the Baathists have 
no fundamental political differences 
with Nasser, they must display due 
caution and safeguard the interests 
of their small nations against the 
overwhelming size and strength of 
Egypt. As a consequence, Iraq and 
Syria agreed to federate with Egypt 
only if they could do so together, 
acting as a counterweight to Egypt. 
Nasser for his part could not tole¬ 
rate any possible diminution of his 
power by becoming only one in a 
triumvirate of equ» partners. The 
brave words of federation expressed 
in the April 17 agreement disinteg¬ 
rated (as might have been expect¬ 
ed) in a vitriolic war of propagan¬ 
da between Damascus and Cmro. 
Nasser by reply turned to reorganis¬ 
ing his foreign supporters and the 
Syrian Nossensts attempted a coup 
in July. The Baath Government re¬ 


acted brutally by shooting atid gaol¬ 
ing Nasserists. Syria simultaneously 
tried those that bredee the union 
with Egypt in 1%1 and those who 
subsequently tried to restore it. The 
domestic threat inevitably forced 
the Baath regime to tighten its se¬ 
curity — leading to the pre-emi¬ 
nence of the familiar military figure, 
this time Major General Amin El 
Hafiz. The resignation of the March 
Government of Salah Ed Din Bitar 
a few days ago suggests that the 
Syrian regime has not yet entirely 
.settled down — and probably will 
not do so until the Army is back 
firmly in the saddle, 

Meanwhile, these changes shifted 
alignments throughout the Arab 
world. Egypt sought to isolate Syria 
and Iraq by restoring its iormerly 
embittered relations with the Arab 
monarchies, Jordan and Saudi Ara¬ 
bia. Normalisation of relations with 
Saudi Arabia is required in addi¬ 
tion to relieve the strain on Egypt 
of maintaining the major recent 
Arab truimph, the overthrow of the 
feudal regime of the Imam of Ye¬ 
men. Egypt IS under continuous 
pressure in pursuing its own fast 
and forced economic development 
with continuous extensions of State 
ownership, while fostering foreign 
Nasserist movements (open and sub¬ 
versive), and supplying help to 
friends — for example, to Algeria in 
her war with Morocco. Similarly, 
Jordan, now isolated from her natu¬ 
ral trading partners, Iraq and Sy- ., 
ria, has sought to normalise rda- 
tions with Egypt (four Jordanian 
Nasserists have been recently pto- 
moted by the King to sit in Jor¬ 
dan’s Upper House), to relieve ter 
complete alignment with the 
(relations with the Soviet TJnJbn 
were re-established in July,' and 






|« to b« lioi^ing. tout 
WUl mOk«' up for some-trf 
^ ^roaoe hi recent U S aid, not 
jleoat in order to pressurise Wash- 
higton) and miure closer her ties 
with ^udi Arabia. 




)d|h idei^U of BaAtjhiim havo 
way ilndj^r the strain ol govcUniilg 
a ccHinfiy riven by disintegrative 
forces anid faced abroad by an over¬ 
whelmingly superior rival. Perhaps 




the n^ whve of rmluriona wMl 
bring those ideala a little closer to 
realisation evon while sweeping 
away the Baath party from the seats 
of power. 


Hiis reshuffle in the Arab centre 
has now had repercussions on “the 
geographical edge, Iraq. So far as 
can be seen, a conBict developed 
between a faction favouring umon 
with Syria, led by the Deputy Prime 
Minister, Saleh A1 Saadi, and sup¬ 
ported by the Baath para-military 
force, the National Guard (which ex¬ 
ercised disproportionate influence in 
the capital while most of the Army 
was in the North, engaged in a pu¬ 
nitive war on the Kurds) and the 
Air Force, and a group favouring 
new approaches to Nasser for a 
revival of the federation plan (led 
by Foreign Minister Talib Hussein 
Shabib, and including the Minister 
of the Interior, Chief of Police and 
Chief of Military Intelligence). The 
immediate cause of the conflict was 
the elections to the supreme govern¬ 
ing authority in Iraq, the National 
Revolutionary Command, elections 
initially won by Saadi, Shabib oust¬ 
ed Saadi, and in new elections, 
made his faction supreme, only to 
find the regime taken over by the 
non-Baathist President, Field Mar¬ 
shall Abdul Salam Aref, in the 
name and with the support of the 
Army (Aref’s brother is General 
commanding the Third Division, 
stationed not far from Baghdad). 
While leaders of the Saadi faction 
fled to Madrid, and those of the 
Shabib group to Beirut, the Baath 
leadership in Baghdad declared a 
plague on both houses and recom¬ 
mended new elections. Meanwhile, 
Syria’s General Hafez who is said 
to favour Saadi has allegedly moved 
Syrian troops to Mosul in North Iraq. 

What all this means politically is 
obscure, alUiough Aref is certainly 
more sympathetic to Nasser. What 
is probably more likely is that the 
new regime, whatever its eventual 
colour, will be mainly a mouthpiece 
for the only strong national force, 
the Army. From its ranks, a new 
soldier could emerge to attempt to 
restore unity on the familiar found¬ 
ations of dictatorship. If this does 
no more than permit some further 
economic development, on the basis 
of the substantia] oil revenues re¬ 
ceived by Baghdad, it will have 
achieved something. Meanwhile, tiie 


Parliament and 

'jpHE fear that rise setting up of 
a new cwaxnittee of Parlia¬ 
ment to report on the working Hi 
public sector undertakings would 
hamper their freedom of operation 
is imwaxranted. Hie pro^s^ cean- 
mltteo has no powers hitherto not 
possessed by Parliament. Both the 
Public Accounts and Estimates 
Committees at present examine the 
working of public undertakings as 
part of their work of scrutinising 
the expenditure of funds voted by 
Parliament. Accountability of pub¬ 
lic undertakings to Parliament is 
also ensured through questions by 
Members, debates under normal 
Parliamentary procedure as well as 
debates on the grants concerned 
and, in exceptional cases, when 
allowed by the Speaker, through 
motions of adjournment, censure, 
confidence, etc. 

The need to allow the public 
sector undertakings to carry on their 
business without interference by 
either the executive or the legisla¬ 
ture in their day-to-day functioning 
is well recognised, but it has not 
been honoured in practice always. 

To quote from the letter from 
Shri S G V Mavlankar, the late Spea¬ 
ker of the Lok Sabfaa, to the Prime 
Minister in which he suggested the 
setting up of a separate committee 
for public undertakings; 

“To my mind, asking of ques¬ 
tions or raising discussions on 
the working of such bodies 
[public undertakings] by the 
whole House is neither desirable 
nor practicable. The corpora¬ 
tions must be left free in their 
day-to-day administration and 
Ministers should not be called 
upon to answer detailed ques¬ 
tions or discussions in the House 
except on such occasions when 
questions of some general policy 
have to be raised or discussed. 

It is also clear that the Estimates 
and the Public Accounts Com¬ 
mittees are already overburdened 
with the work assigned to them 
and find very little time to go 
into the working of corporations. 

I have also otmr practical diffi- 


Public Sector 

culties. Members are tabling a 
large number of questions, reso¬ 
lutions, and giving notices of dis¬ 
cussions relating to these corpo¬ 
rations. At present they are dis¬ 
allowed on rile plea that as these 
corporations have their own con¬ 
stitutions and have a certain 
amount of autonomy, various 
Ministers are not directly con¬ 
cerned with detailed aspects of 
the matter and, therefore, they 
should not be called upon to ans¬ 
wer them in the House. A large 
number of notices are, therefore, 
disallowed and this is causing 
an avoidable dissatisfaction 
among the Members. A vut meditt 
has to be found whereby Mem¬ 
bers are made to feel that th«ir 
legitimate grievances are not be¬ 
ing throttled and there are safe¬ 
guards from the Parliamentary 
point of view.” 

This summarises the essentials of 
the problem which is sought to be 
solved by the setting up of the 
new committee. Since Mavlankar 
gave his considered opinion on the 
subject, the number of public 
undertakings has multiplied and, 
as the Minister of Industry pointed 
out, reports of some 60 public 
undertakings are now presented to 
Parliament every year but, owing 
to the pressure of other work in 
both the Houses, it is found diffi¬ 
cult to discuss more than four or 
five of them. As a result, apart 
from the work of the Estimates 
and the Public Accounts Commit¬ 
tees. which cannot look into every 
single public undertaking, the ac¬ 
countability to Parliament of riiese 
undertakings is ensured more or 
less on a hit or miss basis with 
attention generally focussing on 
stray failures and instances of mh- 
demeanour or inefficiency, collected 
by individual Members through their 
private intelligence. This has ren¬ 
dered Parliamentary control irregu¬ 
lar and uneven, and often even lax, 
and has also prevented the foster¬ 
ing of the conventions of self- 
restraint by Members which alone 
can ensure freedom of public 
undertakings from interference — 

1913 



‘ r' 


# 1«W» ^Bntrol, ■i*' 

.. Tlie tm flonunittoc, whicft 
oftwiitt of fen tnemben from Uv 
Lok Sabha sn4 five from the Rafira 
SaUa, will e&amhie the rep^ 
and dccopntt of the public unde]*> 
taking* and the report* of 'the 
Comptroller and AuditoriGeneral on 
'them and judge whether they are 
being managed in accordance with 
sound buaineet principle* and 
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inie^ atipula*^ 

,n<^nii; Adt’the coeunlttea thdli 
itot outmind matMv coocemhig 
major Goveramrtit policy, on tha 
one hand; and dgy-to-day adtnini*t- 
ration, on thp Policy quea- 

tion* have been exclude from the 
purview of die committee »o a* to 
ensure that it dom not duplicate the 
work of tha Eetimatea Conufaittee. 

ITie line that distiqgujshes cont¬ 
rol from interference is exception¬ 



ally itod vdi 
ment'-dart be 
tiVa Parliamenta^ cobiro! ia em- 
bined wiA the autonomy 
undertakings depends oo dm 
lity of judgment ‘and ^ 
raint sj^wn by Member* of Pa4w- 
ment ^e specialisaticfb of a' swoll 
number of Mediber* in the afNun 
of thiM undertaking* should htito 
in fosteiang these esaential itttn* 
butes in Parliament. 


Weekly Notes 


Burma : Paata Talk$ Foundar 

GENERAL NE WIN’S attempt to 
argue Burmese Communism into 
national conformity has stumbled on 
the stubborn factionalism that ha* 
consistently splintered Burma since 
independence. In June, fifteen months 
after hi* coup, Ne Win offered a 
general amnesty to political prison-r 
ers, releasing some foiir and a half 
thousand (but not the former Prime 
Minister, U Nu) as an inducement 
to the variety of political and na- 
‘ tional groups to sink their differ¬ 
ences in his programme of Burmese 
rural Peronism. Talks were, initia¬ 
ted in August with the two Comraii- 
' nist groups. Bed Fli^ and White 
Flag' — those with ^akin Soe’s 
Red Flag Communists ended abrup¬ 
tly on th«r insistence tliat the price 
of their co-operation was a national 
coalition government which should 
, include U Nu and the AFRL 
(AFPL leaders were arrested in the 
some month). Talks with the Kachin 
leaders who demanded in September 
an independent Kachin State fared 
, no better, although negotiations are 
not yet complete. However, Ne Win 
peiXinted with the White Flag Com- 
numiata, a more substantial group 
' than their Red Flag brethren. The 
ten-week talka with the groups 
included uneter the National Democ- 
miic United Front finally collapsed 
on November 16, and on the follow¬ 
ing day-seywal hundred members of 
the Front were arrested by the Gov¬ 
ernment. TTib Course of events 
leaves the Front with ho option but 
to return to the jungle and take up 
,sunns once more. Ne.Win mky have 
achieved no piore Aon some clodiig 
of the ranks , of the leftist opposi- 
fiOB forces, 

i fjf all talks pido^'siinilarly, 
ii^‘ Gw^ral. will 'fcd' himstlf with 


only Ae Army to enforce boA nu- 
tionai unity and his own rule. Like 
oAer counties in Soi^ East Asia, 
Burma has constantly suffered fAun 
a tendency to Asintegrate into auto¬ 
nomous warlord zones engaged in 
continuous regional civil war. Now 
Ae General has dedicated himself 
to an active programme of socml 
reform to wean the peasant from 
bis local loyalties and encourage 
rural development—both to relieve 
Burma’s dangerous dependence 
on riw exports, and raise per capita 
mcome and output to at least pre¬ 
war levels (Acome is 87 per cent 
of what it was brfore Ae war). 
Laws have already been passed to 
secure to the peasant his land, to 
safeguard him against landlords, 
and extend rural credit; a bill is 
pending to nationalise (with com¬ 
pensation) the land of absentee 
landlords. In addition, welfare 
measures are being framed to 
cement Ae loyalty of the cities. To 
increase domestic contnJ of Ae eco¬ 
nomy and raise popular enthusiasm, 
extensive nationalisation mea$ui-es 
have been introduced, covermg the 
export-import trade, rice distribu¬ 
tion, and Buripa’s 22 private 'banks, 
Burmese and foreign (mduding that 
of Red China). Overall, Ae em¬ 
phasis is etatiste and nationalist, 
including persecution of foreigners 
(for example, Ae ban on,Rangoon’s 
mainly Chinese traders). One »»roup 
not so far won over by Ais appear¬ 
ance of radicalism is the students 
~ Ae Array opened fire on Aeir 
demon sU-ations last July,. and set 
aJjout , demolishing the Student 
Union building, famous as a centre 
of opposition to Ae BritiA in pre- 
independehce days. 

Most the . troubles of Burma 
have atteen -from ft* lack of na¬ 


tional cohesion—each grpup 1* pre¬ 
pared to take its opposition to A« 
staUi^ quo to the point of open war. 
This instability prompted Ne Win's 
earlier flirtation wiA power in 1958, 
and it was Ae danger of Shan sepi^- 
ratism that hrOught Ae Army bads 
last year. Factionalisnl under' Ae 
relatively weak and inefficient U 
Nu, in the guise of democracy, 
despite its toleration of national 
disintegration, was bearable. Whe- 
Acr Ne Win can by force achieve 
at least the same mertia is still 
questionable — the unity of the 
Army m no more guaranteed Aan 
that of the country. 

Tha Cost, of Paddy 

AT. Jong last, perhaps. Government 
is likely to have some factual 
basis for the formulation of ratutuil 
price policies for major agricultural 
products. Detailed data on Ae cost 
of production of paddy and oAer 
economic aspects of paddy cultiva- 
Uon are now reported to be available. 
These have been gaAcred through 
farm management studies conducted 
by Ae Directorate of Economics and 
Statistics of the Ministry of Food 
and Agriculture in selected districts 
in Ae majoi rice-growing States. It 
IS expected Aat Ciovernment would 
•sopn release these data to Ae pub¬ 
lic in their entirety. That will en¬ 
sure a full and open discussion of 
Ae value of the data which are pre¬ 
sumably going to gmde Government 
in some measure in its price policies. 

What little has come out so far 
seems to conform to existing know¬ 
ledge on Ais subject. There is, 
studies have Aown, a wide degree 
of intfcr-regional variation in the' 
cost of production of paddy. Tlii? 
may be due to various factor* — 
including Ae' requirements of water 
and manure of different soil* and 
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«#fW(4MiijMl« wm jrnMy Jor tiw 
tWMw. 'iott or produced witli it 
tpiiptstion. SMiMitHy, out of po<^ 
OKpeitMe <d the farmers, are report* 
e<t .to average about one-half ot the 
Mtaf coats ^ ooitivation. Hie other 
b^ » coo^xned of imputed costs 
W rdspect of rent of owned land, 
iPtsmt On hited assets, remunraration 
family labour, etc. Thirdly, costs 
seen to vary considerably with the 
size of the {arm. This would pre¬ 
sumably be due not so much to eco¬ 
nomies, of scale, about the existence 
of which in Indian conditions there 
is much difference of opinion, as to 
other factors like the likelihood of 
die larger farmer having land which 
is intrinsically better than that of 
the small fanner, as also more care¬ 
fully looked after by terracing, etc, 
and the ability of the large farmers 
to uw more water and good quality 
seeds, and to attend to the crop 
more frequently. Further, costs 
which are based on data collected 
during the base period 1954-57 have 
since registered considerable rise, 
though m varying degrees in differ¬ 
ent regions. Data is also reported 
to have been collected on the pro¬ 
ducers’ share in the consumei-s’ 
rupee, which is revealed to be 
roughly between 70 and 80 per 
cent. The margin has to accommo¬ 
date, besides profits of the inter¬ 
mediaries. such cost items a.s trnm- 
porlation, milling, storage, grading, 
wastage, retailing, etc. 

It would be no easy inattei, how¬ 
ever. to use such data for formu¬ 
lating price support policies. Un¬ 
like industrial costs, large .slices of 
costs in agriculture are not quanti¬ 
fiable even within a reasonable mar¬ 
gin of probability. Further, agri¬ 
cultural piice policy will, in many 
key regions and sectors, also have 
to encourage or discourage grow- 
ing of particular crops. In this 
various groups and interests will 
have their say. The discussion 
of the margins between what the 
consumer pays and what the pro- 
duOer gets is also likely to ignite 
emotions. But the fact is that mar¬ 
gins in India are often much nar¬ 
rower than elsewhere, and the ten¬ 
dency is likely to be towards their 
widening. 

IVhe Owns Banks? 

'pHE flutter at the Reserve Bank’s 
move to ask scheduled banks to 
furnish information about the 


pInHmihip'trf thear diues Is ^te 
unwamiB^a tin- iiM|iiNy ia 'an 
CiCWttaion ■ of the earlier sbidy by 
the Res^ Baiflt of the pattern of 
ownership of public Aon-financial 
companies, its iuidings might have 
a bearing upon the proposed am¬ 
endment of the Banking Companies 
Act, but no one expects them to be 
so startling as to change oflicial 
policy or even public opinion on 
the question of ownership of banks. 
TTie Reserve Bank itself should 
have no illusions about the signifi¬ 
cance of the data It will collect. 

The inquiry will no doubt sub¬ 
stantiate the well known fart that 
ownership of big banks is fairly 
widely dispersed while small banks 
are owned by a few shareholders. 
The Life Insurance Corporation 
holds fairly large blocks of shares 
in all the big banks. The Reseri'O 
Rank already knows who controls 
which banks and how; the informa¬ 
tion It will collect on the broad 
pattern of ownership of shares will 
serve purely a statistical purpose. 
It will not throw any fresh light 
on such vital issues as inter-linking 
of lontrol over banks and industry 
and the concentration of bank 
advances. 

The Banking Companies Act lays 
down that no single person can 
hold more than 3 per cent of the 
share capital of a bank, that no 
bank director can be director of 
another bank or of companies which 
together hold more than 20 per 
cent of the share capital of the bank 
concerned. These provisions have 
posed no problem for anybody. 
Three of the big banks, (Central 
Rank, Bank of India and United 
Bank of India, are not controlled 
by any single bu.siness group. On 
the other hand, Punjab National, 
United ComraemaJ and Baroda 
which are controlled by Dalmia 
Jain, Birla and Kilachand, respecti¬ 
vely, have a distribution of owner¬ 
ship, controlling blocks of shares 
and directorships which neatly 
avoids infringing the statutory 
provisions. 

The Big and the Small 

^HAT do we know of the owner¬ 
ship of banks? The broad 
pattern for some of the banks was 
roughly as follows in 1958, writes 
Dr R K, Hazari : 

The Central Bank • had a share 


315 Iddis, of yddsk 
L I C 0^ Hs 12 W(h* aarf 
8 1^ were ntgiat^ in the 
names rf banks and tiie^ subsidia* 
MW doing executor and trustee bus*- 
new. The other principal holders 
were the Maharaja of Gwalior, 
Shapoorji Pallonji. Wadia, Homi 
Mohu, lata, Gamadia, the Raima 
of Nepal and Prudential Assurance^ 
registered in England. None of 
held a significant proportion of the 
total share capital. The Union 
Bank, incidenUlly, » believed to lie 
a close affiliate of the Central Bank. 

The Bank of India had a share 
capital of Rs 300 lakhs, of which 
Lie (including its subsidiaries) 
held Rs 35 lakhs and banks and 
their subsidiaries Rs 14 lal!K« The 
other principal holders were Huia, 
Cowasjee Jehangir, Tata and TTiac- 
kersey. 

A rather significant proportion of 
the shares of these two banks, it 
may be noted, is registered in the 
names of banks and their executor 
and trustee subsidiaries and to that 
extent the beneficial ownership of 
the shares is unknown — and will 
remain unknown even to the Reserve 
Bank unless it calls upon the banks 
to furnish precise information about 
their holdings in the cqmeity of 
mortgagees, pledgees, trustees and 
nominees. It is possible, for in¬ 
stance, that the Tato holding in the 
Bank of India is somewhat larger 
than would appear from the list of 
shareholdeis. 

Punjab National is indisputably a 
Dalmia Jain bank even though the 
Reserve Bank has removed the Jain 
nominees from its board. In I9SS 
the Jains collectively held 31 per 
tent of its capital, in the names of 
various individuals and companies. 
In the aggregate, 81 pr cent of its 
share capital was owned by indivi¬ 
duals. 7 per cent by finance ccmipa- 
nies, 3 per cent by banks, 1 per 
cent by trading companies, 5 per 
cent by L I C and 2 per cent by 
trusts. The National Bank of Lahore 
IS practically a subsidiary of Pun¬ 
jab National and the little-known 
Universal Bank of India is the third 
bank in the Jain group. 

The United Commercial Bank had 
a share capital of .Rs 200 lakhs,, 
Birla held 20 per cent of it, in the 
names of various industrial, finance 
and insurance companies and indivi-^ 
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2* was own*d Ji^r 

MaiyiaiiuB,, I?, per .cent ea^ by 
and industriai companies* 8 
pW tmat by I* r C, and the rmaain* 

, ^ 2 per Cent by insurance compa¬ 
nies and banks. 

Tbe little-known Hindustan Com- 
piercial Bank is controlled by the 

K group, which collectively holds 
' about 56 per cent of its share oapi- 
f-y’ tal of Rs 125 lakhs. Industrial coin- 
'• paaies own 37 per cent of its capi¬ 
tal, iinanee companies 18 per rent, 
individuals 40 per cent, and L I C 
and insurance companies 2 per cent 
each. The J K block is distributed 
among various companies in the 
group. In relation to its share 
capital the bank’s deposits are very 
small. 

The Oriental Bank of Commerce 
is even smaller. In 1958 it had a 
share capital of Rs II lakhs, of 
which the Karamchand Thapar 
group held Rs 10 lakhs. Thap.ir 
trading and finance companies held 
55 per cent and 9 per cent, respecti¬ 
vely, (rf the total capital, and indi¬ 
viduals held the remainder. 

It may be confidently expected 
that the Reserve Bank inquiry will 
confirm this pattern of dispersed 
ownership of big banks and rela¬ 
tively greater concentration in the 
shareholding of smaller banks. 

Inf«nsfv« Agricultun 

. THAT agricultural production 
would go up if all the required 
itiputs — irrigation, improved seeds 
and implements, fertilisers and 
pesticides — are used in appropri¬ 
ate proportions is a truism which 
does not need to be established. 
What the Intensive Agricultural 
District Programme (lADP) aims 
at is to demonstrate what combi¬ 
nations of inputs are most eflFec- 
tive, given the physical supplies, 
and how the fanner can be persu¬ 
aded to use them. Introduced' on 
a pilot basis in three selected <hs 
.tricts in 1960-61, the Programine 
was extended to four more districts | 
in 1961-62 and is currently being ( 
introduced in one district each of t 
ilie remaining eight States. Since j 
it is still largely at an eiperunental ( 
stage, the need for continuous eva- j 
luation and ssMisament is obvious. i 
In June 1961 the Ministry of Food s 
apd A^culture act up an Expert i 
'Conopnittee to undertake day-to-day c 
pyhluitiop of the worichig of the ■ 


fr f^nigninime as well As to jMbffeh 
/ periodic piegreat' nquMta. The 
Cotmiuttee has jtut issued ity first 
1 r^rt, oovejing the penod up to 
• the etid of 1962-63. 

Since the Programme, which is 
to run ever O' pmiod of five years, 
is hardly two years old in most 
of the districts and as much of this 
I period has been, taken up in making 
preliminary arrangements, creating 
the requisite institutions and build¬ 
ing up administrative and extension 
services, it is understandable that 
the Committee feels that it is too 
early to judge the impact of the 
Programme on agricultural develop¬ 
ment. No attempt, therefore, is 
made to evaluate progress in terms 
of the Programme’s objectives; in 
this report the focus is on the gefne- 
ral concept and approach and on 
the problems encountered in the 
initial years. 

The lADP is ata idea; the imple¬ 
mentation of this idea ig sought 
through agendes which already 
cover the rural sector, like the 
Community Development Program¬ 
me, the cooperaUve movement and 
panchayati raj. The e,ffective parti¬ 
cipation of these different agencies 
is secured through coordination 
committees functioning at the cen¬ 
tral. State and district levels. The 
idea of a unified approach to rural 
problems, of agricultural planning 
through people’s institutions, of an 
agricultural extension service to 
function as an integral part of the 
rural administrative structure, of 
supporting services to render effec¬ 
tive the production programmes of 
individual fanners — all these are 
features common to Community 
Development and the lADP. Simi¬ 
larly, the geographical unit of the 
Programme is the Development 
Block and it functions within the 
setting of Community Develop¬ 
ment through the latter’s function¬ 
aries, principally the Village Level 
Worker. 

What diittin^iishes the lADP is 
that it 18 limited to a few areas 
selected for their potential for 
quick increase in productivity and 
the fact that the whede Programme 
is farmer-centred. A whole array 
of services — prosdsion of credit, 
fertilisers and, 8«ids, as well as re¬ 
search, experiment and extension 
and educational work — is made 
available to the fanner on Ae basis 
of farm and i^loge production i 
plans. The lADP is an Impact i 


i' 'poogpnflngiBi 
! pn>m' ptMtkm*’ 
i fergnoe to partieiilar for 

> hutatK^ ia uitmded to a po wj 
agricultural devekpotent ombr^ 
I wider fnnit; sinuloHy, Hie me^o- 
dology. and practice emerging from 
the working of the Pix^ramdae die 
expected to become part of 
routine of administFative and tocil- 
nical departmenta and get Inult in¬ 
to the normal procedures hf iiwti- 
tudons like the cooperatives. 

The I A D P does not cover the 
whole of agricultural production. 
Developments that require lar^ 
capital investment and take dtne to 
mature — major irrigation, drain¬ 
age, land reclamation, etc. — a» 
not taken up by die Programme and, 
of course, it has nothing to do with 
land reform and related matters 
though tenurial status is a vital 
production incentive. Through Care¬ 
ful selection of districts initially, 
the problem of facilities which re¬ 
quire long term investment has 
largely been avoided so far. But as 
Its coverage expands, tlieugh the 
hard core of the Programme will 
still be a minimum combination of 
quick-yielding practices, increasingly 
It may have to include measures of 
more than purely shprt-term charac¬ 
ter Further, with expanding cov¬ 
erage, in addition to cropping plans 
for individual cultivators, there will 
be needed wider plans for the block 
and the district as a whole which 
will indicate the broad crop pattern 
desired into which the farm plans 
will have to be fitted 

Too Little, Too Slow 

that is for the future Immedia¬ 
tely what the I A D P aims to 
achieve is to augment, organise and 
make more effective . 

(a) instituhons that supply 
credit, handle agricultural supplies, 
store, process or market agricultural 
produce and perform educational 
and guidance functions for farmers; 

(b) technical and other agri¬ 
cultural re,sources — fertilisers, im¬ 
proved seeds and implements, plant 
protection equipment and pesticides 
—and farm planning methods; and, 

(c) human abilities and skills 
of those who work on the farms and 
in the rural institutions so that they 
are receptive to new opportunities 
and put new skills and resources to 
effective use. 




- > . *SQi]>ioi)» diS" 

cultjes, fioine «f organuntionai, 
wme connected with opemtkm and 
some Inherent in the socio■economic 
milieu in which the Programme has 
to function, which have impeded 
pmgress”. This has necessitated 
changes, in the tempo and methodo¬ 
logy and even the content of the 
Programme. Many factors have con¬ 
tributed to the uneven progress in 
different districts — the varying 
levels of initial cooperative ‘and 
agricultural development, problems 
of getting the full complement of 
staff trained and in position and of 
ihaking arrangement for agricultu¬ 
ral supplies, etc. The mam impedi¬ 
ment was, however, the weakness of 
the institutions, particularly the. co¬ 
operatives, to handle a programme 
of this type. For instance, the co¬ 
operatives still make their advances 
with little regard for the use to 


wfaiob die {CretUt it put But die 
area wh«e cooperation it at its 
weakest is in rmpect of marketing 
agricultural produce and as a result 
the credit uistitutions* capacity to 
lend is affected by mounting de¬ 
faults of members. 

Farm planning was hampered by 
shortage of data on which to base 
extension recommendations, the lack 
of understanding of farm planning 
processes both by the cultivators 
and the field extension staff and the 
limited experience of credit institu¬ 
tions in extending loans on tlie 
basis of production plans. The 
shortage of extension staff and tfieir 
unpreparedness in terms of know¬ 
ledge and equipment together with 
their frequent transfer and the de¬ 
mands on the village level workers 
for non-agricultura! work have been 
other limiting factors. It has also 
not been possible to create basic 


facUitm like worhdiaps 

and soil testing laboratories, eigatii- 
Mtioas for pr^uction and dis^u- 
tion of quality seed, and information 
units to dteaeminate informatiem 
useful to the farmers. Finally, as 
long as the cultivators' tenui'Ul 
status is uncertain and diere are a 
large number who hold land on in¬ 
secure lease, the Programme is 
bound to be hampered. 

The report mentions that in 1%2- 
63 in 117 blocks in the seven selec¬ 
ted districts the Programme covered 
about 10.6 lakh hectares out of a 
total cropped area of 37 lakh hec¬ 
tares, or less than 30 per cent In 
view of the vital deficiencies in the 
implementation of the Programme 
noted above, it may be wondered 
whether even this modest figure 
does not exaggerate the impact of 
the I A D P. 



Ministers and Watchdogs 

Romesh Thapar 


^j^lNTEK has been long in com¬ 
ing We are still clad in bush- 
shirts and various types of ‘undress’. 
Only in the evenings can the more 
anaemic detect the nip in the air. 
But the weather is treacherous, what 
with the common cold, ’flu and such 
things. Despite all this, the busy 
season has begun. Touiists and 
VIPs are passing through The 
hotels are full ‘Shikslia’, the air 
exercise, is over And the inevita¬ 
ble seminars have begun, ’ 

The political elite in the capital, 
however, remains in pensive mood. 
Something is seriously wrung some¬ 
where. No body knows what. 

Questioning is widespread as to 
why the Prime Minister has to re¬ 
organise his Cabinet in the style of 
a magician — one trick at a time. 
This uncertain, hesitant approarh is 
most damaging to the efficiency of 
Government and the functioning of 
those ministiies which are slated for 
reorganisation. 

Balance in Bducalion Ministry 

Chagla’.s appointment as Edma- 
tion Minister, for example, was to 
have been announced on the eight¬ 
eenth of last month Hindi chauvi¬ 
nists, fearing that both Education 
and Information and Broadca.sting 


were to be taken over by non-Hi ndi- 
ists (to use the politest expression) 
threatened to agitate. The Prime 
Minister began to do a re-think — 
and now we have Chagla to reassure 
the South that Hindi will not be 
pushed too hard and Deputy Minis¬ 
ter Bhakt Darshan from Uttar Pra¬ 
desh to act as the guardian of the 
‘mother longue’. 

As for the problems of education, 
ci 7 ing out for solution, nobody 
seems to have given them a thought. 

Ten Tears Too Late 

Chagla has been appointed to 
the Education Ministry ten years 
too late — although the antique 
pictures of him in the papers give 
a different impression ! There was 
a time when he held many strong 
views on the objectives of education 
in a developing, multi-linguistic 
country like India. But now, to ex¬ 
pect him to spark new thinking in 
a ministry which has in a sense to 
act as path-finder is wishful. 

In all probaliility the ministry 
will continue to plod, for only a 
younger, technically equipped per¬ 
son could generate the energy to 
transform and streamline our educa¬ 
tion policy, and win the confidence 
to make the States follow it. Nor 


is it wise to expect Chagla to give 
a bold lead with regard to the lan¬ 
guage policy. He might have made 
a more effective Foreign Minister. 

Continuing Uncertainty 

The creation of two new minis¬ 
tries, Subramaniam in charge of the 
Ministry of Steel. Mines and Heavy 
Engineering and Kaliir in charge of 
Petroleum and Chemicals, is cer¬ 
tainly a step in the right direction. 
However, a great deal of re-orga- 
nising has to be ordered before we 
can feel satisfied that all is well. 
And, of course, the speculation 
about who will handle the Ministry 
of Information and Broadcasting 
continues unahated, although rumo¬ 
urs are current that Satyanarain 
Sinha’s temporary posting to this 
Ministry might, alas, be made per¬ 
manent. 

We now await the third iartal- 
ment of the reshuffle and reorganisa¬ 
tion. And there is little chance 
that we will gel moving until the 
last instalment has been announced. 

The process of implementing the 
Kamaraj Plan, if we can still call 
tills business by such a name, has 
uncovered a number of very inter¬ 
esting facts. First, there i.s a grave 
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^MirUgK c^ '<|Mig)i!tii)ed aii4 It# ^vl. ihetn. Ae ’ tbdogM^ mpp(M 
p##l,ttton in llw CongreM Ftir^ and 'encouragement need. . 


wiio' caQ 'be tioQsidered for Cabimt 
|»o«a. $econd, there is an' ,«v*n 
graver ahortaj^ oi men ^rho have 
^Mscialitit leanings or who have 
Mthered to ^>eciali8e. Tiiini,' the 
powerful party tycoons I'n the States 
are reluctant to move to t^e Centre 
in this period of uncertainty and 
confusion. And, fourth, the oppor* 
tut\ity to strengthen the leading role 
of the Centre, an opportunity which 
'presented itself at the time of the 
Chinese attack, has been so badly 
tnuifed that the Centre is weaker 
today than even before. 

Meanwhile, the Lok Sabha' — 
happily wasting much valuable 
time on the inconsequential Walcott 
■ episode — seems earnest about its 
watchdog tole over public enter¬ 
prises, bu( is unable to' cut through 
the legal and administrative quib¬ 
bles over forming such a committee. 
It is ironic that so many years have 
gone,by without Parliament evolving 
tome kind of effective agency for 
scrutiny of public enterprises, 

Too Mudi Secrecy on Defence 

Genuine public sector men are 
only too zmxious that some such te¬ 
gular scrutiny be maintained, al- 
mough there is the natural {car that 
committee members might not do 
their ‘home-work’, being interested 
only in the extension of their per¬ 
sonal patronage. This watchdog 
committee could well becofne one of 
the most important and decisive 
bodies designed to free public enter- 


’ .There ia.nn denying that Parlia¬ 
ment is ill-informed about the 
actual state of affairs in our public 
enterprises, but the lack of infor¬ 
mation on other vital departments 
of Government is as pronounced.’ 
For example, a large number of 
MPs arc perturbed by the fact that 
they are unable to obtain any co¬ 
herent picture about our defence 
effort, even after the sorry, scandal 
of last year. The ridiculous extent 
to which this secrecy is carried 
can be guaged from' the effort to 
keep certain public enterprises con¬ 
nected with defence out of* the pur¬ 
view of the projected watchdog 
committee. 

Chsvan 'Not AMerting Himself 

Members of Parliament also 
cannot be silenced for long on 
what they consider to be the deli¬ 
berate attempt to keep the ■ admi¬ 
nistrative affairs of the armed 
forces from their scrutiny, parti¬ 
cularly when criticism of the kind 
that was voiced during Krishna 
Menon’s tenure is again being 
heard. And not just occasionally. 

Normally, Parliament would be 
content to leave it to the Defence 
Minister to handle the complicated 
affairs of the armed forces in a 
difficult phase of overhaul and ex¬ 
pansion. But Chsvan, for some 
inexplicable reason, is still shy of 
taking effective control of the 
affairs of his ministry — or that, 


prises from the palsied grip of at least, is the impression in in- 
incompetent bureaucrats and to formed political circles — a’nd this 


is. a«ii^"fer‘.a«bre 

infwoaatio'n ’f|Hnn .Dqleiiice 

Ministry. ' * 

Under the prdrent ’.Entergetey 
set-up, this domand con only . be 
voiced in ParHi^nt Pethaj^ a 
secret aeinion evdry now OJad thbn 
would help to tdear.die' Air tod. kill 
inaccurate reports gossip. The 
Prime Minister needs to 'give this 
freqnently-mooted proposal wious 

thought. ' ■ 

' \ 

COnfreH SoeioUnn . 

Even as Parliament' gets down to 
business, the ruling party is Wng 
asked to discuss a. crucial, .issue 
raised at the AlCC session at Jai¬ 
pur. A circular, ' comprising the 
“generally-approved” note op ‘De¬ 
mocracy and Socialism’, together 
with the texts of the • major and 
minor amendments, has b#n dis¬ 
tributed and leading membem of 
the party have been sounded for 
their suggestions. This marks a 
significant phase in the debate on 
Indian socialism which will find 
its climax att the aitnual adssion of 
the party at Bhubaneshwar in 
January. 

The debate, obviously, is much 
overdue. In Uttar Pradesh, for 
example, the powers that be per¬ 
suaded themselves to ration sugar 
on the basis of income. -The more 
you earn, the more sugar you get 
Presumably, in famine conditions 
the same principle would apply. 
Only intervention by the Centre 
was able to kill this brilliant idea, 
trotted out no doubt by a ‘socia¬ 
listic’ Congressman. 


THINK. 

To equip one Jawan adequately at 
the front, 5 O to 100 men have to work on 
the liome front. 

WORK RESOLUTELY FOR STRONGER DEFENCE 
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Programme that 1fa$ 


'1^3; i* being killed. Which in^Muw 

whti? Wdl, TW3 .stands for 
thdt Wte The Wi^ That' Was, the ' 
title •oi B Jate-nigbt BBC sadrictil 
t^evifeiqin- piogramme. £very Satur¬ 
day it is watted by aome. S to 10, 
miMion people, and it was scheduled 
to cpHtiiinie until well into next year: . 
Last week; the B B C, with barely 
a-hipl; 'of a. blnsh,' annbunced that„ 
it' >tould oome off the ' air in 
Oiecemben 

, , ' « 

And what on earth, you may well 
ask, docB this matter?- The answer 
is that the rise,' and mote paWicu- 
laily the fall, of this television pro¬ 
gramme casts a sharp light op Bri¬ 
tish society and on British politics.’ 
The .progEamme, which began leas , 
than a year ago, at once Won ah 
enormoys success which astonished, 
and, embarassed, the BBC, which 
had never expected to have,such a 
notoripus and rebellious step-child 
on its hands. TW3 was something 
new, something completely differefnt 
from the cosy, ,good-natured> whole¬ 
some hunjour which, with a few ex¬ 
ceptions,' was ,all that British tele¬ 
vision, BBC or commercial, had 
permitted itself. Its team of young 
aatirisls — that ‘y°tjng’ is important 
—were sharp tongued, often savage. 
Their' forte was political satire, 
which often amounted to barely 
concealed abuse, with a pronounced 
anti-Establishment edge. They were 
apti-humbug, anti-pomposity, anti- 
conservative which often meant , anti- 
> Conservative but might i equally 
tpeari lampooning the ofiiciaMeader- 
ship of the Labour party or the 
now-accepted orthodoxies of ‘prO- 
, gressive’ liberal thought. Nothing 
was sacred. They were quite ready 
to satirise r^igion. They sometimes 
used naughty (not very naughty) 
four-letter words. 

‘ ' . The Crime • . . 

In od»r words, they were saying 
in public what millions of people, 
mainly of their generation, think 
and gay among thentedlves. This was 
TWS’s success—and its crime. They 
bad irrevcretatly pulled put of the 
cupboaivl all those skelptons which 
oUr so^ety prefers to kwjp abut up. 
•Which is to say that tmr satirlcil. 
programme was one of the very few 


sgrioits ,ffii'>gB that haf ever appear¬ 
ed in the British' mass-media, 

' It is, a fact, -for instance, that 
British society . is not' a Christian 
'sotiet'y, any more than Indian so¬ 
ciety is non-y)pleiit. Not even nomi¬ 
nally are a majority of our people 
members of .any Christian church. 
But by mutual conspiracy of silence 
,we like to het if rthis were not so. 
Parliament opens with . prayers. 
Little ddllops of peptonised religion 
appear here and there in pur news¬ 
papers and our broadcasting pro¬ 
grammes. And to thuihb your nose 
at the, sincere beliefs of our Chris¬ 
tian minority is just hot done — in 
public. Numbers of people think 
that ‘politician’ is a synonym for a 
crooked bastard, but no one who 
wants to be thought of as respect¬ 
able and .responsible would put it as 
crudely as that—public,- The 
'accepted sexual moralily is perhaps 
the most widely ignomd of kll our 
accepted moral standards; so much 
one may admit, but what one may 
not suggest, widiout arousing howls 
of protest, is that conceivably those' . 
who Ignore it ■ are,' in certain cir¬ 
cumstances, right. Yet at various 
sociaf levels all of these attitudes 
are quite wide-spread and quite 
freely expressed—^and for virtual¬ 
ly the first time in modern years 
(the British press used to be muph 
less inhibited) through TW3 they 
were given public expression, 

I ... and the Punishment 

The result was predictable. TW3 
was offensive to many* perfectly 
serious and intelligent people, and 
U is an. accident of human nature 
that those who ate offended are 
much quicker to protest than tlfose 
who- applaud. So they protested. 
Alpiost at onoq—and it is this that , 
illumines the organisation of out 
society — the BBC b.egati to get 
cold feet. Mitjions of people were 
happy to watyh TW3, A trivia! pro¬ 
portion of ttagm felt strongly enough 
disturbed by .{t to make any overt 
objection. But' because ' these pro¬ 
tests Were op behalf of the 
lished hrder, they, were listened lio. ‘ 

Not qutwaydly, of coqrse. The 
B B C) -which' has grotvn a great 
deal bolder since it had to face 

- , * 'x. 


commercial competition, gave the 
impression — and quite probably 
serioosly believed — Aat it was uii-, 
worried,) the programme woidd go 
right ahead. Etc, etc, etc.. The prq-. ' 
gramme was - suspended, . genuinely 
to give it a test, 'for sometime iit 
the summer. A new winter series'. . 
began last anonth and was intended 
to run 'until the wring. Then last' 
week the BBC saiii it would come'. • 
off befpre the end of the‘Kar. Thq 
reason it gave was that I9fi4 was 
election year (during which, quite"* 
properly, the BBC feels it'-^ould , 
be particularly careful td be ini' 
partied) and that therefore it might- , 
be difBcult to maintain the pohri,*' ' 
cal content of TW3, on whiCn the 
programme depends for its bite. 

No Political Influence ? 

The argument wkg hard to faiflt > 
TW.S is undoubtedly slafttpd against 
Toryism. The trouble with this ex¬ 
traordinary ' explanation was i)i> 
timing. After all, we have known 
for many months that TW3 was 
slanted against Toryism. And ffie 
BBC pre.Sumably knew that undfer 
British election law Parliament may;' 
not last more than five years. 1959 
plus 5 equals 1964. Had Broad¬ 
casting House Only just learned to 
do its sums? In other words. What 
had happened to make the ' pti- 
gramme’s continuance into 1964, 
which was quite acceptable in Octo- ' 
ber. qnacceptahle in Novem^r?' 

The answer given darkly by Ha¬ 
rold Wilson was “political influence’’^ 
(and he might well be right, fe- ■ 
marked one of the many cynics ■ 
who ^0 not take out Harold* quite - 
at his face value, observing that the 
last programme before the decision . 
was announced had included a 
sharp attack on him). The BBC 
replied flatly that there had been ' 
no political influence whatever. In 
the sense that Conservative Party 
headquarters did not write a letter 
pn the topic, this was no doubt 
true. It was probably true even in 
the sense that Sir A of the Tory 
party did not invite Mr. B of tite 
B B C to have « quiet bhat With him * 
in his club. But only the most in-, 
no^nt will supjwse that those whW^! ' 
guide the destinies of'the BBC Ak . 
'SO in, a political vacuum The 

191? 


mttto o£ our loeietjr » aucK thftt die 
nearer you are to the tc^ the hoore 
your notice i» likdy to be drawn 
iiwetoubiy to what offends the «*• 
tablished order and sway from what 
offends decency, morality or oom- 
mon-sense. One can hardly imagine 
that the lords of the BBC had 
failed to notice the particular sava¬ 
gery of their satirists towards our 
newJy-appointed prime minister — 
and after all the poor chap only 
got the job through lack of ambi¬ 
tion, didn’t he? 




eibtltely trivial: it would in fact be 
a profoundly revealing case-study in 
social organisation, 

Tlie announcement of TWS’s pre¬ 
mature death was variously receiv¬ 
ed and interpreted here. Perhaps 
the most informative reaction came 
from the political correspondent of 
the Conservative Daily Telegraph. 
He remarked that “there will not 
be many tears shed on either side 


f'' 

of the Commdns t. fho. 8;0iMHa| 
impression is that it has outstayed 
its welcome”: a comment which 
says'something about TW3, but, in 
its wealth of smug contempt, infi¬ 
nitely more about the Deuly Tele!- 
graph and about British politicians; 
both indispensable to the British 
way of life, bless ’em, but, by God^ 
if the dispossessed ever aWndon 
tolerance fpr revolution one w;ill 
understand why. 


Fleet StreM Aggressive 

What it foils down to is that the 
next election campaign has already 
begun, with the new session of Par¬ 
liament. The Conservative party is 
fighting ruthlessly for power os it 
has not had to fight since 1951. Its 
tied organs in Fleet Street are already 
snapping, snarling and smearing at 
their master’s commands. And what 
did they see? (>n an extremely 
powerful medium of communica¬ 
tions, which ought to be impartial, 
gad sir, so long as it is on our side, 
a team of irreverent young men 
also snapping and snarling, if not 
emearing, at nobody’s command 
but in general in the Labour Party’s 
I interest. It is no coincidence that 
the papers have been unusually full 
' recently of complaints against these 
“so-called intellectuals”, “brash 
young cynics”, “destructive critics” 
and the like. On top of this we 
were told that the show has been 
losing its bite, which is partly true: 
part of the explanation, which we 
Were not told, was that already the 
muffling fog of ‘good taste’ and (al¬ 
most always) unspoken censorship 
was seeping down through the B B C 
so that the satirists did not quite 
know how hard they could bite. 
This again, the creation of a cli¬ 
mate in which nothing overt is said, 
is characteristic of our society. (It 
may well be preferable to the crude 
repressions of some other societies, 
just as, arguably, it may be desir¬ 
able that society should indulge in 
a conspiracy of silence about cer¬ 
tain disputed standards : woolly 
toleration may be better than clear- 
cut ferocity. Your correspondent 
merely feels that a society which 
already has some generations of 
< ^tolerance behind it could abandon 
aom« of the wool). A complete in- 
aide record of die decision to kill 
to be a compete 
inside something almost 
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India StoamiUp Co., Ltd., hat 
a steady ne«d of proirau... 
Since ladependence, Iti ton¬ 
nage hot facreaied from about 
S5,00ff O.W. tone to over 
200,000 D.W, tons—more too- 
nage being ctUl on order. 
tU tervicet are elto extending 
to variout trade routes. After 
initial consolidation in the 
(ndia-U.K.-Conlinent trade— 
the Company entered the 
Indo-Soviet service to the 
Russian Black Sea ports in 


progress . • * 

1956 and later to Rnmonlan 
ports. In 1959 the Company 
forged still another link in tm 
overseas with South America, 
and in 1960 it extended its 
service to Poland. 

Their experience and reputa¬ 
tion for fast, efficient and 
dependable service built on the 
personal care given by their 
experienced officers and crew 
to the cargo entrusted to them, 
have earned them the goodwill 
of their cuttomen. 



iHir 

•T INDIA mAHSHIP COMPANY 

unrreo son in cargo cam. irnciENcr. deknoasilitt. 

SPfEO AND HOOEAN SWn nUAT TO SUIT THE NEEDS OP TNt TRADE 

■T fssimsw WITH ISSOIA mAHOHIO COMPANT, 
YOU WItX ALSO HILO TO CONIMVI VOMION 
SXCHANW lOR INDIA 



INDIA STEANSHIP CO., LTD. 

•iRBIA STIANSHIP NOBSI* 

II. OLD COURT HOUSI STRUT, CAlCUtTA.I 

j^itOWlL «DWAIIdT*(PRIVATE) LIhITIIT 
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filter f'mif* ^ Cjfiettpcir Sweets 


YP^HEN the G(>v«(ryjfnent tides ti^ot 
; . dr 'lumnot or. Will hot’ gpvAr^n, 
'govetiunedt by, the .people (spp- 
pbsedly* a critcridh of democracy)- 
'take*' on a- very.iitenal nkeaning. 
'^luuiner itaistiMKe'’, is too tame 

a term-to describe something sotne 
citiaeiia of Calcutta have been do? 
ing, succesrfully, what the Govern--, 
mcnt had failed to do. First -it was 
.with’ rice. Prices rose, despite 
Prafulla Sen’s piteous appeal to 
the. trade and the altogether inadk; 
quate competition from fair pri^ 
^ops. It was the same story with 
fish, an itemi of food to which .«11 
true Bengalis .are alnlpst'pathologi¬ 
cally,- compulsive-maniacally, addic¬ 
ted. Prices rose, ,d«!spite * Chief 
Minister Sen’s “gentlemen’s agree¬ 
ment” with the ring that rules the, 
.market in Calcutta. To seek 
to, - establish the identity of those 
“gentlemen” wps a- prize exercise 
in futility. , T1»e story repeated 
itself with. sweets as Bengal’s “Bro¬ 
ther’s Day”'approached. Prices rose. 

Extension of Nota>aIigniaent 

On Sunday the people went into 
action. They demonstrated before 
the shops, in north Caloutta, which 
had doubled the prices of sVeets. 
The price of sandesh promptly 
came down .from Rs 10, to Rs 5 a 
kilo.' Because the resistance of 
shopkeepers was feeble there was 
no clash. The police, it is reported, 
stood by. The newspapers reported 
the event with unstated approval, 
pronouncing on - neither the legalis¬ 
ed depravity of traders nor the 
totally illegal coercion exercised by 
a section of the citizenry. In other 
words, the Press, like the police, 
stood by. It seems to haye been 
forgotten that the Press and the 
police have- positive and well-de- 
.'fined* functions to perfotimin every 
given situation. Neither fa. eptitled 
to extend India^ “non-alignment” 
to the point of pr^nditag that, 
just because tfiare Wai no tJrouble 
in the polieW ^ sense, ,boA traders v 
.who raimd fheir prices and cidiens 
.who hrouald; them .down were equ-^ 
ally rightT ^ jSdmphddy« e^imp^hete^ 
must have ' Vrdn^ at shma 
jpoint; ’ ahd it cannot 1)e sajd that 
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the Press and the pblicp, who stood ' 
and waited, «lso served. 

■ K there'were no orgihised Gov-' 
emment ' iq ‘WeA Bengal, the Wood¬ 
less War between trade and. coqsu-- 
mer dwid be-dtjonisaed as a haim- 
less .episode. The dact iS that there 
^ m West Bengal a highly organis¬ 
ed .and highly expensive. administ-' 
tadon, presided over Prafulla 
Chandra Sen representing the 
I iTiighty Congress. Party. It may be 
all right for . ordinary observers'to 
yiew the struggle -as a battle bet¬ 
ween unequals and sympathise with> 
the weaker .Consumer and welcome, 
his temporary truimph against 
organised business. But this is pre¬ 
cisely the kind of situation where 
even a laissez-faire State, comes in; 
and ours is not a leissez-falTe State. 
Our State rules over a large qpd 
, enlarging area of life and^ in (gie 
form or -ahother, regulates the en¬ 
tire rest. This is the State, let it 
be repeated, that stood by and let 
trade and consumer fight it out. 
That the fight was non-violent (un-, 
usual for Calcutta) is a^eable but 
irrelevant to the issue involved. 

In a free market the seller, is 
entitled to charge fpr his ware all 
that the traffic will bear,, as lo'ng as 
the consumes U free not to buy. 
There is no evidence -that the shop¬ 
keepers of north Calcutta applied 
any unauthorised methods to ^r- 
suade people to buy their sweets 
at their prices. In^ these circum,- 
stances the trade is entitled. to pro¬ 
tection against^ the peoplels coer¬ 
cive acts. This protection, a^ we 
have seen, was not' forthcoming; 
and the trade yielded. 

The Other View 

If, on the other hand, the view 
is taken that, at least for essential 
commodities, the consumer is en¬ 
titled to protection agaipst the 
rapacity of profiteers, the State 
should, surely, have stepped in I^ 
apparently, did not, would not or 
Qoujd not. So the consumer had 
to do what the State had not dope 
t— coerce, fhy ^ tirade to l^Ive its 
price for .iahdcsA. A cynical def- 
initirm of Goyerrqnent is that'it is 
tiho, atqjieme powfc^ among all die 
Coetdve Aat" constihite a 

State. Recent successful demonst¬ 


rations by the p^le of Cajeutta 
’ liave < demonstrated, it b snggesthd, 
nothing more and nothtn^eu than 
thkt the Gdvernment of West B«(n* 

, gal, has ceased to be the supreme 
coercer. Mas the popular ViU -em- • 
erged victariiiiua^?^ 

.<It is altogether facetious to claim - 
that Buccess|ul popular demonsUa- < 
tions bespeak me trjumph of de- • 
mocracy. • UtosC are, in- fact, eyid- 
. ence of die defeat of democracy in^ 
Indb- In'Writers’ Buildings sits'a' 
popularly elected Government, arm," 
ed not only with, a popular mam 
date but also with a vast admiUi- ' 
strajtive machine to enforce what- * ■ 
ever it thinks the people want done. ^ 
In rach a set-up, popular demonst¬ 
rations should be entirely'unnei^ 
sary. .Yet the Government not only / 
permits the people to ,take over the , 
functions of the pojice bqt almost 
encourages them to do sa That Uo 
physical harm came of it all takes ' 
way nothing at all from the dan- 
‘ geroiis implica.tions/ of what hap¬ 
pened lately. , 

' Earlier Failure 

The Government’s failure, to pre- , 
vent demonstrations was of course,. 
preceded by its. other, bigger, fai¬ 
lure to induce in India’s business 
community any aense pf faiiness. . 
Here, th^, is the basic contradic¬ 
tion: the consumer as' voter elects 
th,e Government while .his exploiter 
as provider of the Paity has to be 
permitted to make extra profits to ’ • 
enable himself to donate more to 
the Party. There is, ‘ of course,.' 
nothing pew in all this; this is, in 
fact the dilemma of all democratic 
governments. Where the Congress 
is culpablb is that in its ^xtMn* 
years of absolute rule it has failed 
Uven to begin to address itself to 
the coiitnadlctioo a view to ’ 
evolving even a precarious and 
tentative definition of fte ' price tiie 
consumer must pay fo* develop¬ 
ment. . ‘ 

The new dement in' the Bengal • 
situation is the' emergence of 'a- 
monster which may prove less con- ' 
IroUable titan free. Interprise has . 
proved. • It bf'^ular'will aban- . 
doning its elective functions aUd 
taking over ‘ e%cutiVe functions. 

‘ 1921 
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Noboiiy grudgot the north Cek^Mto* 
man his cheaper sandesh and roso* 
gdlbt; he is welcome to all the rice- 
and fish he can iay his hands on. 
By thinking himself forced, perhaps 
rightly, to resort to coercion, he is, 
abo, layitig his hands on the , Gov¬ 


ernment. It diould not be neces¬ 
sary to spell out the frightful poesi- 

bilitieB of Bie proem. 

Perhaps, again, even this was in¬ 
herent in la condition bangalaise, 
which has always been importantly 
different from the genera] condition 


inSmae. Boi^ was the £nft to 
turn to terrorism. ConsutiM»» in 
Calcutta have turned to what soiBy 
be called non-violent terrorism. 
Whirii, of course, is a contradic¬ 
tion in tenni. 

^ FHbbenlgibbet 
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DONATE UIMNALLV TO THE NATtONAt OCPENCB I'UNO 


PAPER 
TO PLANT 



Setting up a new 
factory? Remember'^ 
it IS always advisable 
to ask for the services 
of experienced constructior 
engineers. It pays in the long 

run in economy and efficiency ■ Come to Dodsal with your^^ 
blue-print. Dodsal will study your basic requirements, con¬ 
struct the factory, set up the equipment and deliver the complete 
plant in record time ■ Dodsal are already working as construction engineers on turn-key 
jobs for a large number of organisations both in the public and the private sectors, 
putting up industrial plants, power stations and laying pipe imes for oil 
For all inquiriee please eentaet Conetructlen PIvleion 


[D)®dlg®D 

■seeivjA'rK t.iMi’T'acB 

Bombay ■ Calcutta ■ New Delhi 
Hyderabad ■ Bangalore ■ Rourkeia 
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Deitth of a Makarani 

Ab AbhaI of Rural Bengal 

Baru* Be 


Coming back home. laU sumrmr from vocation, as the train entered the first large janction in Bengal, 
/ was met with newspaper headlines that JHahonstUadfurmu Radhanmi Devi of Burdreon had passed away 
the day before, e^ter bearing a pmnjul illness with considerable fortitude. 

This was news : for it not otdf meant a lots to charities in Burdaaan, but also the end of an experit 

meat. 


, YEAR atad six months back, 
the town of Burdwan had 
made, at least provincial, headlines 
with the election campaign of the 
Maharani. Vardhamana Nagari is 
one of the moat ancient urban sites 
in the country. If it can be^4en- 
tihed with Xalcka'na Ladha of the 
Jain chronicles, it was the sc^iati- 
cated town where the Digambar Jain 
saint, possibly Mahavira himself, 
who had wandered in the days be¬ 
fore Christ, was shooed out by 
mongrels set upon him by the 
bourgeois, profaned by his ethe¬ 
real sartorial sense — or so a Jain 
epigram informs us. In later times, 
it was the tow^i from where, scan¬ 
dal says, Mihr-uiimissa was abduct¬ 
ed for Jahangir’s harem. In the 
eighteenth century gazetteer-cum- 
chronicle, the Riyaz-hs-Salatin it 
was reputed for its iightingH;ocks 
and its cows; and in the 19th cen¬ 
tury, the Punjabi Khatri Rajan of 
the town, rich m their landed pro¬ 
perty, secure in their religious 
eclecticism and literary culture, 
proud of the title of His Highness 
Mahatab Chand, gained from the 
British for supply of transport to 
fight the Mutiny, turned to large- 
scale profit from their superb eco¬ 
nomic location. 

The Star of India Gate 

Even in drought years, the 
Damodar basin from the Ajoy and 
Dwarakeswar Rivers in the north 
to Arambagh and Howrah in the 
south look green and smiling. 
When the Damodar used to vent its 
spite on the plains, the basicaJJy- 
single-crop economy was thorough¬ 
ly unstable. Now, there is at least 
the prospect that the crop of the 
Radh region will not be completely 
ruined by floods. In any case, die 
rents commanded by agricultural 
land in these parts have always 
been considerably higher than-in 
the Western uplands of Bernal. 
Coal was first discovered in the 


westernmost subdivision of the 
Burdwan adminiatrative district, 
Raniganj in 1774 and Raniganj 
coal fields were the first to be deve¬ 
loped systematically. That was from 
the thirties of the last century. 
Both the Tagore family and the 
Burdwan Raj family invested con¬ 
siderably in collieries; with the 
difference that the former who 
come of eighteenth century specu¬ 
lating stocl^ bod their investments 
wiped out in the rolling depressions 
of the early nineteenth century, 
while the latter were able to ride 
out the early instabilities with the 
help of rent from their lands. 

In the twentieth century, Bijoy- 
chand Mahatab built the preten¬ 

tious Star of India Gate into the 
town, surmounted by conventional 
figures possibly of Justice and Mer¬ 
cy, in hcnour of a visit by Lord 
Curzon; was insulting to Ramsay 

Macdonald for befriending ludian 
workers and was abused by Ram¬ 
say Macdonald as “a pot-bellied 
swashbuckler”, Edwin Montagu has 
noted delightedly that Bijoychand 
could reply in kind, calling the 

future Prime Minister of Britain, 

“a white sardar-coolie”. The Zamin- 
dari family of Burdwan had estab¬ 
lished its position in the social hie¬ 
rarchy of the region. 

This hierarchy since early British 
days has been enforced by law. 
Burdwan was otie of the first three 
districts which fell into the jaghir 
control of the Company, as a re¬ 
ward for putting Mir Jafar on the 
masnad of Mursbidabad. It was ex¬ 
ploited by the early revenue officials, 
men of die Johtistone and Graham 
families of West Coast Scotsmen, 
who made large fortunes by shak¬ 
ing die first fruits off “the pagoda 
tree”. Tliey established the “outcry” 
Or “public auction” system of reve¬ 
nue collection, fey which tradition¬ 
al ly-treld land, often supplying re¬ 
venue to the Raja of Burdwan, was 


put up in teait by public bidding 
and was knocked down to the ‘new¬ 
ly wealthy brokers, stevedores or 
financial agents who followed their 
British principals into the Bengali 
districts to take the pickings of the 
speedily crystallising market in 
land. Families like the later banedi 
(foundation) aristocratic Ghoshals of 
Bhukailas in South Calcutta date 
their.successful foundation to these 
land reforms within the Mughal 
structure. 

But, by the early nineteenth cen¬ 
tury, many such families had either 
had their holdings wiped out in the 
economic chaos of the age of War¬ 
ren Hastings, or moved into other 
districts where revenue demands 
were lower; and a concomitant of 
the Permanent Settlement of 1793 
were the Patni (Pattani Mahal) 
Regulations which gave the Rajas 
power to sub-infendate, so to qieak, 
their pre^rty to lower landhold¬ 
ers. These katkinadars, dar-katkina- 
dars and even seh (or third level) 
— katkinadars were de facto land¬ 
lords, with powers of levying rent. 

The Talukdan 

By the end of the nineteenth cen¬ 
tury, they were beginning to be 
called talukdars. This is a word 
which etymologically means one 
who Jiss connections, and ptactical- 
ly implies a status of rank in tamin’ 
dari hierarchy. A talukdar general¬ 
ly had his dependants and consider¬ 
ed himself to be an essential cog 
in the social structure insofar as a 
sub-tenant found himself capable of 
giving himself such airs — and the 
degree to which he could go was 
never small. Certainly, the uduk- 
dars had naibs (bailiffs or, accord¬ 
ing to Indian Muslim conventions, 
Hindu factotums or even viceroys) 
who administered their estates in 
the villages in the Burdwan region, 
gave the necessary loans and re¬ 
paired the few irrigation bunds 

1923 
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ttstpm' ^ ^taruptod. Bat HMjr 
iMilldjr rai^ k the csah voA ]dw 
tMaPBiv (tiu) oBerkgi in kind |or 
an audk/aen, often commuted io 
fees). 

Hie ialitkdars themselves built 
large, square, wide^^veranda-ed and 
BorehpilaBtered many-pilUred hou¬ 
ses in the shadier recesses of the 
filthy lanes round the central hive, 
the Bajbati or Raja’s palace hi 
Buidwan, sited among the tanks 
and ponds in the centre of the 
tovm; and behind the low doors 
and masking walls of the sadar 
mahal or men’s quarters, they 
lived thp life of middle-class Ben¬ 
galis, which was richer and tnpre 
prosperous than that of many mid¬ 
dle-class people in the great wen 
of Calcutta. 

The Urban Hierarchy 

It seems, if one talks to clerical 
assistants in Burdwan offices todav, 
that even the naifcs, or their child¬ 
ren, were important people in the 
urban hierarchy. At anv rate, the 
old gentlemen of these families are 
at present the sole repositories of 
the lore of old Burdwan. Also, a 
study of the biography and occu¬ 
pations of their descendants or of 
their younger connections, might 
show — as I am convinced it would 
— that several of their connections 
became landowners themselves,’'nr 
became members of the Burdwan 
Raj Council, which, of course, was 
a Wgh piece of honour indeed, or 
when they were endowed with ini¬ 
tiative, they left traditions of ser¬ 
vice in their own region, and 
sought advancement in the Provin¬ 
cial Civil Service or even the ICS. 

Nmba and Sarkars (storekeepers 
or in Indian Muslim terms, custo¬ 
dians of property) perpetuated 
their class by permeating the Im¬ 
perial Services and the practise of 
the law with their traditions. Their 
names are still perpetuated in the 
street names of Burdwan; while 
the bye-lanes are <ailed after the 
location, and the great road,s or 
pleasure grounds are called after 
Maharajas and their children, or 
after-Governors of Bengal, who had 
perhaps dropped in for a day, or 
raised the position of the Raj — or. 
thoti|^ one doubts this—conferred 
civic aihenities on Burdwan. Today 
the only change in this pattein 
aeems to be that Curzon Cate is 


ahw Cftlldi Bijay after tks 

builder. 

The Naiba were alter all, officials 
of the Raj, a Khtde Raf at petty 
prindpality perhaps, hut aB the 
same, the local replica, a vi^Ie 
one, of the great imperial myth lb 
India, of the Sarkar or Authority. 
This petty chariima was strong 
enough in Burdwan town to obs¬ 
cure the larger myth; as a result, 
British values never had much hold 
on the townsfolk, and national¬ 
ism, that urban reaction in India 
to Westernisation, is not now a 
v^ry visible ph^omenon. Consequ¬ 
ently with the decline 6f national¬ 
ism, a natural paradox exists. At 
any rate at least in Post-Graduate 
classes, MA students easily accept 
the pew common Indian interpreta¬ 
tions of Indian history that Plas- 
sey was the dawn of the Indian 
Renaissance, that Warren Hastings 
was good for India because he was 
a great Empire-builder and so on. 
It is no use saying that they also 
accept violently chauvinist inter¬ 
pretations of nationalist history, or 
vulgar Marxist interpretations of 
eighteenth century Indian history, 
or that the pseudo-imperialists 
write better and more persuasive 
English than their critics. This is 
true and should be remedied; but 
at the root is the fact that stu¬ 
dents in Burdwan have been less 
open to the intellectual influences of 
nationalism than they have been 
in Hughli or in Uttarpara or in 
Calcutta, where British rule was 
not diluted by the presence of 
a Maharaja. The Raj family con¬ 
tributed most, even indirectly, to 
the foasilisation of feudal values in 
Burdwan. 

Landowner* Turned Stockholder* 

After Independence came the de¬ 
luge. The present Maharajadhiraja 
is a leading member of Boards of 
Directors of various companies. He 
is also a prominent figure on the 
Turf and has. through his devotion 
to it, become President of the Royal 
Calcutta Turf Club. Hig attendance 
is required in Calcutta for these 
functions; not much time remained 
for the land; and with the approach 
of Zamindari Abolition, the eight¬ 
eenth century historical cycle was 
completed: the landowners became 
stockholders, and left the land — 
the only difference from earlier ex¬ 
amples being that they were doing 


ab to cut loMes abd had bMb 
wvll-to^ qilttei-abaniitees for quite 
■ome time before. TTieir eocial rale 
in the 192(3s and 1930 b had been 
rather eimilar to that of the Whig 
magnates in Central England in the 
early nineteenth century as depict¬ 
ed in Lord David Cecil in ’’The 
Young Melbourne”; they lived in 
the capital (Calcutta or Darjeeling 
in the sunomer) in the social sea¬ 
sons where they followed or set the 
fashion, and in the town only when 
they did not have their own social 
obligiations to perform. 


Books, Portraits and Alms 


When they were in Burdwan, the 
Maharaja’s family endowed chapela 
in the great shrine of Sarhamanga- 
ia, where wives pray for fertility 
and others for fulfilment of their 
desires; and the chape] inscriptions 
modaim theirs leligious charities. 
They dug tanks in the marshy 
ground to the north-west of ke 
town and moated the neighbouring 
fields and ramparted each with high 
earth embankments or woods with¬ 
in each of which were the Dilkhu- 
sha garden palace in Golap Bagh, 
the famous maze for the harem, 
Ramnar Bagan and the great Sa- 
yars (tanks) shut away from pry¬ 
ing eyes. They built up a magnifi¬ 
cent library, specialising in bio¬ 
graphies of royal princes, tire hia- 
tories of war, accounts of the East 
in ancient times, and supeib col¬ 
lections of nineteenth and early 
twentieth century art, as well os of 
pornography (in the locked cup¬ 
boards devoted to which there re¬ 
posed for many years a rate copy 
of Sivanath Sastri’s “History of the 
Brahmo Samaj”) and detective novels 
of the 19308 and 19408; and they 
thronged their rooms with floral 
architecture and replicas of Burne- 
Jones and Rossettis, as well as port¬ 
raits of Governors of Bengal con¬ 
ferring decorations on them. These 
pictures are wistfully remembered 
by those inhabitants of Bu-'dwan 


who had seen them in the days of 
their glory, and regret the dust and 
darkness to which they were aban¬ 
doned, when the Rajas started to 
stay permanently in Calcutta. Also 
they gave alms to the poor, and 
probably rent remissions and car¬ 
ried out minor improvements to 
the lands of some needy peasantry. 
But in the main, the remission ^ 
revenue was the duty of the 
talukdari 
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it inai in than circuimt«ac«» 
ihat Dr BidbaiM Chandra Roy, that 
nun of great intention^ and catho> 
lie sympathies, found that the 
afimindari buildings formed part of 
the heritage of new Bctogal. He 
formed a policy of taking them over 
from owners, as a gift, and giving 
them some compensation. The 
houses were to be utilised for the 
accommodation of technical educa* 
tion institutes, vocational centres, 
universities and similar other pur¬ 
poses. His was the Utilitarian’ ideal 
of the greatest good of the greatest 
number, according to the vocal de¬ 
sires of the leadeiship of which¬ 
ever party could command maxi¬ 
mum support. The result of this 
ideal in practice was the creation 
of vested interests. His portraits — 
ojiCn, frank and smiling — are to 
be found in the pharmacies, in the 
gro(X!ries and in the new vocS^ional 
training centres that have sprouted 
in the ruined mansions of the 
mighty, in raofussil towns like 
Baranagar, Uttarpara, Mahkundu 
and now Chandernagoi 
But in Burdwan, there are no 
obviously visible portraits of Dr 
Roy Ill the Rajbati, the great palace 
of the Rajas. The gratitude of the 
bulk of the people one talks to i,s 
to the zamitidari family, whose 
great oil paintings--Aftab Chand 
Mahatab, (successoi of the loyedist 
who supplied bullock* to the Bri¬ 
tish Army during the 1857 Revolt) 
looking as well-groomed as only a 
nineteenth century Babu could, or 
Bijay Chand, leaning consciously ar¬ 
rogant on a twentieth-century swoid 
— still ha'ng on the walls of the 
Library, among the Rossettis and 
the Burne-Joneses. It was the pre¬ 
sent member of the family who 
gave away the palace to Dr Roy, 
and took only a few lakhs compen¬ 
sation for the rest of his property 
and gardens which, together with 
the palace, form the campus of the 
new University of Burdwan Dr Roy 
is remembered as the man who 
gave Burdwan prestige by making 
it the seat of a University formed 
by hiving off one third of Calcutta’s 
affiliating colleges — about 39 of the 
colleges, west of Bhagirathi and 
north of Howrah and Midnapur 
districts — and thus bringing to the 
town students a'nd teachers in the. 
hope of higher education and pat¬ 
ronage not available to them in 
Calcutta, fhe Raj family is even 
more TBpiembered for making this 

im 


posfiihle, fw gfying A«^y 
the palaces and the land. 

An ImperMMul Memory 

The compensation is never men- 
tionod, nor the absenteeism. The 
disrepair and decay in which the 
princely gifts had been allowed to 
fall before their disposition (one 
might almost say, grateful vesting 
away y arc taken as a matter of 
couise. No one objected to these 
things ever. Anyway, popular me¬ 
mory is short enough for people in 
Burdwan like, for in-stance, students 
ill the Post-Graduate Department, 
who have lived here since child¬ 
hood, to believe that the disarray 
of the Raja's gardens in Golap 
Bagh is entirely due to the neglect 
of ^ the West Bengal Government 
which was the beneficiary after 
1956 and 1957. 

This might or might not be true, 
but that is the general lielief that 
one finds Burdwanites harbour about 
the change that came into their 
lives when the impersonal govern¬ 
ment located in Writers’ Buildings 
replaced the image of the warmth 
and lavish spending of the Rajas. 
When they left, the Rajas leinained 
an impersonal memory : all griev¬ 
ances about specific canalisation of 
capital and patronage have become 
blurred, obscured by the general 
sullenness about the grayne.ss of 
life in Congress Bengal. Images in 
tfiese desperate times have more 
warmth than reality 

Tlirr-e things thus came to post- 
independence Burdwan — bleakness 
in the. urban classes we have anato¬ 
mised; a varuum m the jiower 
stiuclure, and the slow ironing 
away of the sense of feudal class, 
as the koy.slone of the hieianhy was 
removed. Meanwhile the Congress 
leadership was falling apart at the 
seams; and Janab Abdus Sattar. 
the popular party organiser, was 
being elliowed out by Shn Naiayan 
Chaudliury, tlie District Congress 
Committee head. It has been sug¬ 
gested that the feuding in the Bur¬ 
dwan Congress led to a sharp split 
in potential votes in the 1952 Gene¬ 
ral Election, and that in the long- 
nin this feuding neutralised whate¬ 
ver support Congress might have 
commanded in Burdwan town as 
the party that won independence. 

Whether thig is true or not. we 
do not know, hut actually no popu¬ 
lar candidate was put up for the 


Legiriarive ' Assehihly oit Con^ 
tideet Ahcitis Sattar iiPod 
for the House of Pec^le from the 
Kalna-Katwa constituency and was 
elected defeating Asut^ Lahiri, 
then a prominent Mahasahha leader. 
Udaychand Mahatab, the Maharaja 
of Burdwan was put up, instead, by 
Cor^ress in the Burdwan constitu¬ 
ency for election to the Assembly. 

TTie fight in the First General 
Efection was more or less a straight 
one between the Congress mid the 
Communist Party. The final result 
is given below : 


B K Ctaowdhury 

Votes Percent 
of total 

(Communist) 

U C Mahatab 

11,439 

50.98 

(Congress) 

S X Mitra 

9,477 

42.19 

(Hindu Mahasabha) 
B K Ganguli 

1,230 

S.47 

(Independent) 

316 

1.41 


The number of electors in the con¬ 
stituency wa.s 5.3,192; 22,462 (i e, 
42.63 per tent) voted. Binoy Chow- 
dhury, the Communist candidate, 
was elected by a margin which was 
not vTiy wide. 

Binoy Chowdimry is a well-known 
social worker in the town. Few 
have seen him, and. from all ac¬ 
counts, he m one of the .self-effacing 
party workeis of the rural districts, 
who represent the image of Com¬ 
munism at its best in Bengal. In 
1952. he represented the element of 
populism in the Burdwan contest, 
which swayed the scales against the 
factionalism and spirit of compio- 
mise of ilip Congress leaders. 

More than fhi.s, there must have 
been other reasons which brought to 
a Communist the representation of 
the politically conscious element in 
Ruadwan The nature of naibiana 
and the lack of political conscious¬ 
ness among its scions, who chose 
executive service rather than elective 
urban leadership, must have been 
one. Another reason was the rise of 
the Aguri or Ugrakshatriya commu¬ 
nity into prominence in local politics 
Basically agricultural tenantry with 
names like Hazra or Konar (alter¬ 
natives being Konwar, or Kongar or 
Kumar), they come from the cast¬ 
es, typical to the Radh piedmont of 
West Bengal, who have old folk 
traditions of local leadership on a 
caste scale of leadership among the 
submerged Vaisyas and Sndras, but 
a status of subordination to the 
Brahmanas or the upcountry Kha- 



llWjalri Winter, caste), ek tke 
B»r<ttran Raj family or Bihar Ra|- 
pute like the Chakaighi Sinha Roy 
{amily. The caste group from which 
they come has a tradition of miJJt- 
ant objections to monarchy, even 
in Hindu Bengal, going hack to the 
rule of the Palas and the Brahman 
Senas, and the folklore general, 
Lausena, raised to the status a 
village god, was at one time almost 
the symbol of the aspirations of 
tes of similar status — to be the 
authority in their own and in neigh¬ 
bouring villages. 

But their caste position has always 
been fluid — in the sense that they 
have surnames (not traceable to 
Islamized family titles) which (ink 
their clan origins to castes lower in 
social status and also show that they 
have adopted surnames similar to 
those used by clans which claim 
pure Kshatriya origin — as, for in¬ 
stance, Konar, which can he deri¬ 
ved to the Sanskrit word for prince, 
as well as to the Bengali word for 
potter. The question is an opCn one, 
but at any rate. Ugrakshatriya, i e, 
fierce Kshatriya, may be a Sanskriti- 
sation of a local caste name. 

It seems that this kinship group 
came to political prominence in 
Burdwan after Independence. The 
reason for this may be what 1 pro¬ 
pose to call their kulak status. They 
have come to own large areas, of 
paddy land (dhani jami —the major 
productive element in Burdwan) 
and farm it as enterprising land¬ 
lords, investing their surjjius profits 
in eithei the land, or in the market¬ 
ing of foodstuffs m petty urban 
areas like Meman or Saktigarh or 
Burdwan. Thus, many of the more 
well-to-do shopkeepers in B C Road 
(Burdwan’s main marketing centre 
— Bijay Chand Mahalab Road, 
which IS dominated by Curzon Gate, 
now Bijay Toran) are called Hazra 
or Kongar. It is commonly belie¬ 
ved that they have taken the great¬ 
est advantage of education and the 
economic prosperity which has 
spread throughout the district due 
mainly to the quick and more fre¬ 
quent local railway transportation 
provided by the electrification of 
the main rail line from Calcutta to 
Delhi up to Burdwan and also to 
the location of Durgapur to the 
north-west of Burdwan and the 
minimal increase of irrigation on 
either side of the rail line, from 
feeder canals of the D V C. 
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A major block vote in the CPI 
in Burdwan Is Aguri. Harekrishna 
KoOar, the local CPI leader, and 
one of the few local leaders who 
used to be of all-Bengal status be¬ 
fore he was hauled into prison last 
year, for alleged pro-Chinese sym¬ 
pathies, comes from this community, 
of a landholding family. He is re¬ 
ported to have been concerned with 
grain-distribution in the days be¬ 
fore his political activities. In the 
last few years, he had certainly be¬ 
come the most important political 
hoes in town. It is believed, though 
little factuid information is availa¬ 
ble on this subject, that Harekrishna 
Konar has been able to mobilise 
the more militant Aguris into voting 
Commtmist in the elections. It is 
certain that he spread agrarian ver¬ 
sions of Communism among the 
Jotedars (higher tenantry) and 
Rargadars (renters) of the paltam 
lands of estates, which had once 
lielonged to the Raj and to the 
talukdars. 

After Binoy Chowdhury was 
elected in 1952, the Aguris linked 
old, submerged traditions of lower- 
caste militance with the new go.spel 
of peasant (xunmunism, against the 
authority of a stagnating landed 
hierarchy. Irfan Habib writing 
about another institution — that of 
money-changers m late mediaeval 
India—has recently pointed out in 
an article on Ranking in Mughal 
India (“Contributions to Indian Eco¬ 
nomic History”, edited by T Ray- 
chaudhuri) that “with all the ‘dis- 
.solving influence’ that money is said 
to possess, the profession of the 
Sarraf has not escaped the tentacles 
of the Indian caste system and has 
been monopolised by the members 
of a few mercantile castes”. The 
Aguris are not money-changers pri¬ 
marily, but they certainly are com¬ 
ing to the forefront as merchant- 
capitalists trading in agricultural 
produce Their slow marshalling 
into the ranks of the tenantry 
voting Communist must have 
something to do with their tradi¬ 
tional antagonism to farmers and 
landholders higher up on die social- 
cum-oxploiting scale. Conversely, 
it must have something to do with 
the fact that as marketers of agri¬ 
cultural produce, they find, that 
—Kke the Moderes felt in the early 
stages of the French Revolution, in 



1789—“"fd rcH^ e« barren” ; the 
path to economic c^poittinitiea, wider 
than passible for their demarcated 
status in a caste-cum-quasi-feudal 
slructure, was barred. In the violent 
despair which vitiates politically 
conscious decisions tn modern India, 
many politically conscious Ugrak- 
shatriyas arc impelled to extremist, 
agrarian Communism. 

(Tu be Conciuflea]) 
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liyAderlek F Ctelraumte 


Within, thti compass of one year the changes wrought in Algeria are nothing short of staggering, 
« performance unmatched by any underdevelopea country, including Cuba. 

It is the peasantry, bore the brunt of the fighting against France, that has made these successes 

possible, ‘ TAe peasantry provmes more than 80 per cent of the cadres of the People’s National Army 
(A N P) and remains the spectrhead of the Revolution. 

Ben BeUa and Boume^ane, both of peasant origin, know this. It urns Ben Khedda’s major strate¬ 
gic blunder, to have bdieved’ifsal the forces of the Revolution could be consolidated by exclusive reli¬ 
ance on the urban proletariat and the tfode union movement. 

Ait Ahmed, the leader of the Kabylian dissident movemeru, on the other,.hand, maintained thcA the 
building of socialism could not be achieved by the trade unions or the A N P or the F L N, but must be 
the work of cdl these forces working in an autonomous and decentralised manner. 


In the context of Algerian politics this would have led to a break-up of the young nation by general 
ing tho very factional tendenBas which are now chewing at the vitals of many an errtergent nation. 

Algerids Revolution remains unfinished, but its contours have been already roughly mapped. That 
it will have a profound impact on Algeria’s neighbours is unquestionMe. The coexistence of a socialist 
Algeria with Tumbia and Morocco will be a tenuous one. Already the ideological brUtle has been joined 
ard in the present social order of things it is unlikely to stop. 


^MID the ominous rumble of a 
frontier war with Rabat and 
the upsurge of the Kabylian dissi¬ 
dents the vast structural changes 
that ate transforming Algeria’s 
economy tend to be obscured. Yet, 
in the long run, it is these sweep¬ 
ing, improvised and irreversible 
mutations that will determine the 
increasingly socialist physiognomy 
of the second Algerian revolution. 

The kaleidoscopic events since 
independence have thrust Algeria 
at an accelerating tempo along 
socialist . lines. The clash of per¬ 
sonalities and events is too crow¬ 
ded, too rich, too bafflingly com¬ 
plex to paint even with an impres¬ 
sionist brush the eclipse of many 
of ‘the historic chiefs’ who fathered 
the rebellion that erupted on 
November 1, 1954. 

Eiffht Y«ar» of War 

In the whirlpool of conflicting 
ambitions, the acrimonious palaver- 
ings and confusing, cross-currents 
of the first two rudderless months 
of independence, it is to future 
historians that will fall the job of 
disentangling and sifting dispassio¬ 
nately ^e evidence and so render 
an objective assessment of the pre¬ 
cipitate shifts in the political for¬ 
tunes of leaders of one the auth¬ 
entic revolutions of our country. 

The swiftly moving and yet un¬ 
finished revolution must be project¬ 
ed against eight years of partisan 
warfare in which the price victory 


exacted was 600,000 dead; a loss 
proportionately greater than that 
inflicted upon the Soviet Union, 
Yugoslavia, Poland or Vietnam in 
our time. A victory won in the 
teeth of the most terrifying odds. 
But the astronomic cost in human 
lives was only one side of the 
balance sheet. The apocalypse of 
the aftermath was now on hand. 
The relentless fire and fury un- 
leiashed by the 0 A S under the 
benign eye of the French military 
on the eve of independence has its 
counterpart in living memory only 
in those equally deliberate acts of 
vandalism perpetrated by the Nazis 
in their headlong retreat The 
Fnrnch occupation ended with the 
vio|enc.e with which It had been 
conceived. On July 5, 1830 the 
citadel of Algiers fell. One hund¬ 
red and thirty two years later 
Algiers university, one of the few 
meagre creations of the occupant, 
was razed to tlie ground; bed-rid¬ 
den inmates of hospitals machine- 
gunned. Such was the departing 
pageant of infamy. And so it was 
not merely in Algiers, but in the 
Constantine. Oran, Bone and Bab- 
el-Oued. Precious administrative files 
were, put to the torch, the econo¬ 
my sabotaged with utter ruthless¬ 
ness. For those who witnessed those 
fires the very words, ‘Franco-Alge¬ 
rian co-operation’ had an acrid 
smell. To forgive and to forget was 
no longer possible, for the memo¬ 
ry of these outrages, as the ovens 


of Auschwitz for conquered Eu¬ 
rope, were destined to remain for¬ 
ever green in the national conscious¬ 
ness. 

Hardly a single family remained 
unscathed and the wake of inde¬ 
pendence was trailed by the fami¬ 
liar legacy of mass unemployment, 
the legions of widows and orphans, 
capital flight, a spiralling inflation, 
total administrative chaos, the exo¬ 
dus of colonial technicians and the 
absence of Algerians, large scale ' 
profiteering, a tax structure that 
had collapsed, and of pivotal im¬ 
portance, an economy 90 per cent 
owned and controlled by the natio¬ 
nals of the ex-colonial power. This 
is the context in which the Evian 
agreement must be analysed. Like 
the treaty of Brest Litovsk it was 
humiliating to the extreme — save 
that Algerians came to the green 
table as victors and not as van¬ 
quished. The attempt, however, to 
partition Algeria slicing off the en¬ 
tire Sahara with its colossal re¬ 
source base did not materialize, as 
the piaramount colonial power suc¬ 
ceeded so eminently in achieving in 
their former territories in equato¬ 
rial Africa. Failing in their at¬ 
tempts to smash the territorial in- 
tegriiy of Algeria, other stratagems 
were advanced which were intended 
to negate the substance of independ¬ 
ence,’ stratagems whose efficacy had 
been tested in the former African 
colonies. Their effective implemen-- 
tation would have maintained a 
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neo^colotiialist scaffolding comptra* 
ble to that predominating today in 
almost all of the former French 
territories in Black Africa, Tuni¬ 
sia and Madagascar. Yet onerous 
and exploitative as the Evian agw- 
menta are, they offered a pressing 
resirite, from eight years of war. 

Unequal Partners 

GaulUst forensic subtlety hoped to 
win where arms had failed and to 
ensure, in the terminology of the 
Evian agreements, that ‘no discrimi¬ 
natory measute.s .should be taken 
against the interests, the property 
a'nd the acquired rights of French 
nationals'. Was it posbihle in the 
light of the restrictive property clau¬ 
ses of the agreements to map out 
a social revolution commensurate 
with the ideals and socialist propen¬ 
sities of Algeria's leaders? 

Briefly this is the record, or part 
of it as revealed in the Muspetiol 
K(‘port of 1955 {“Croupe d' eludes 
det relations finanderes cnlre la 
melTopt.le el I’Algerie : rapport 
general "): 

In 1954 six and a half million 
Algerians cultivated 015,000 farms 
totalling 4.7 million hectares from 
which they derived an inc-ome of 
80 billion francs In contrast 
120.000 colons and their depend¬ 
ents cultivated 22,000 famis stiad- 
dling 2.350,000 hectares from which 
they obtainc'd an annual income of 
70 billion francs Among the Euro¬ 
pean colons land concentration was 
conspicuous with such representa¬ 
tives of the landed caste as Borge- 
aud, Germain. Count d’Hespel, 
Avcrseing Similaily a minuscule 
minority of 8,500 Algeiian land- 
owners and cauls occupied one 
third of non-European owned lands. 

Ninety per cent of Algeria's eco¬ 
nomy was owned by 10 per rent of 
the papulation. 

More than a million Algerians 
were fully unemployed in 1955. 

More than eighty per cent of all 
Algerian children receive no for¬ 
mal schooling, with illiteracy rising 
to 75 per cent in Arabic and 90 
per cent in French. 

In mal terms, French expendi¬ 
ture in 1953 was the same as in 
1913. 

Per capita rural Income was per¬ 
haps lower than in 1870. To be 
sure, inequalities in Algeria were 


l««i marked than in many areiis of 
Africa. According to the recent sur¬ 
vey by the Economic Commission for 
Africa, European per capita income 
in Algeria was about 8 times high¬ 
er tlian for Algerians in 1955. 
South of the Sahara the income 
spread i.s larger ranging from 30:1 
to70:l. In the Belgian Congo it 
was 69:1 in 1957; m the Federa¬ 
tion of Rhodesia and Nyasaland, 
43-1 in 19.56; in Kenya, 32" I in 
1957. In Kenya and Uganda aver¬ 
age wage income per European em¬ 
ployee wa.s twenty times greater 
than per African employee. 

Revision of Evian Agreenienl 
Essential 

Non-repudiation of the property 
clauses of the Ilvian agreement 
would have effectively shackled 
national economic growth and com¬ 
pensation would merely have add¬ 
ed one moie millstone aiound the 
nation's neck. Moreover, the value 
of the nationalized properties had 
long since been amortized. Algeria, 
unlike the tormei territories of 
equatorial Africa, was a nation 
hammered out of a revolutionary 
war ft 18 this salient trail which 
demarcates it from the rest of Black 
Africa. To be sure, Algeria remain!, 
the only levolulionary force in all 
of Africa. 

Einphasing the need to revise 
the Evian agreements President Be’n 
Bella commented in April: 

“We have no need of a Bor- 
geaud in this cou’ntiy. Ihs kind 
has no flag; their only God is 
money When they invoke pro- 
jierty rlniises, we invoke moral! 
ty. The Evian agieeine'nt is not 
intangible. Persons like Borgeaud 
number fifteen or twenty We 
shall not immediately attack the 
small French cultivators, although 
this must be discussed. There are 
also Muslims of the species of 
Borgeaud- -bastards, if you will 
excuse the term, who enriched 
themselves in the war, giving 10 
francs to the FLN and 1.000 
francs to Massu. Be assured that 
we shall stiip those who have 
dishonestly amassed huge for¬ 
tunes”. 

.Analogy with Cuba is not entire¬ 
ly invidious although the doctrinal 
propellants of both revolutions are 
dissimilar. The present course of 
the Algerian revolution is redolent 


not oidy of Cplia’a htit 
period of War Co^ttniskn' that 
sequetled the first mgfat months of 
October 1917. Nor is it astonish¬ 
ing that the President could re- 
pealed ly claim that “Cuba’s social¬ 
ist path is our model; there is no 
other.’’ Such sentiment is wide¬ 
spread among Algerians both in 
France and in Algeria, before and 
after Evian and strikingly discerni¬ 
ble among the youth. 

As in Cuba, far reaching changes 
of a planned nature Would have 
been inconceivable, given the arti¬ 
culate ideological credentials of its 
leaders, within the prevailing pro¬ 
perty relations and extensive foreign 
nwaership. In Major Castro’s words: 

“If we plant rice, it turns out 
that we thereby infringe foreign 
inleiests. If we produce fats, it 
turns out we act contrary to 
foreign intciests; if we grow 
cotton we neglect foreign inte¬ 
rests; if we carry out a land re¬ 
form, we disregard foreign inte¬ 
rests; if we pass a law on petro¬ 
leum it affects foreign interests. 

“If we draw up a law on the 
mimng industry, it again turns 
out that we neglect foreign inte 
rests; if we establish a merchant 
marine, we again infringe foreign 
interests. If we want to find ’new 
international markets for our 
country, we act contrary to 
foreifin interests. If we want other 
people to buy from w at least 
as much as we sell them, again 
we infringe foreign interests. Jt 
IS this which explains why we 
have adopted revolutionary laws 
which infringe the interests of 
our national capitalists a'nd 
foreign companies ” 

Bokun ChangF 

Renaming streets and public pis- 
soirs IS no indicator of change, 
however pedestrian this may ap 
pear. That a city square formerly 
bearing the name of a French colo¬ 
nial blimp has been renamed Place 
de la Pepubtique or Place de V In- 
dependance is at best a bogus 
cha’nge. Yet this is precisely the 
extent of the changes over vast 
stretches of Black Africa. When- 
the forces of neo-colonialism rest 
entrenched the sole beneficiaries of 
indeprtidence have been a minority 
of black ]ioliticians with their Swiss 


■ad' {talidc ■ttoimts. thejr 
conditioned cadiHscs, their p^um- 
eid tonCubines. An immense moat 
et mrivilege, without the benefit of 
a drawbridge, divides this black 
elite from the masses. 

Prof Rene Dumont has given , us 
a graphic description of this pro¬ 
cess in his appropriately titled 
work “L’Afrique noire est mol 
partie". What 'neo-colonialism and 
foreign aid has attempted to spawn, 
and not altogether unsuccessfully, is 
a black bourgeoisie. This is what 
the late Franz Fanon, the ideolo¬ 
gist of the F LN warned against in 
his penetrating work “Les damnes 
de la terre” Fanon’s work is in¬ 
dispensable for grasping the doc¬ 
trinal and spiritual forces behind 
the Algerian revolution — a mani¬ 
festo whose analytical depth, clarity 
and sweep makes it one of the most 
perspective socio-pohtical statements 
of our century. 

Corrupt Blac-k BourgeoiMe 

True, a black bourgeoisie, effete 
and corrupt is now being vomited 
up with foreign aid and the rich 
pickings of independence. As a class 
It was superfluous from it.'! birth 
and Its outlook is basically anti¬ 
national. Sociologically it remains 
a rickety image of its Fiuropean or 
North American counterjjart, with 
nothing of the latter’s dynamism. 
It is subordinate to the dominant 
white bourgeoisie economically — 
and henc^ politically. 

It is this, black bourgeoisie in¬ 
extricably wedded to a caste of 
native politicos and administratoi' 
who have hogged the first fruits of 
independence. The fortunes and 
destiny of this caste is predicated on 
the perpetuation of foieign aid, 
the continued paramountry that 
shares in the payola. The rumblings 
and over-filled pri.sons in Black 
Africa are ominous porte'nts that 
confirm Fanon’s and Dumont’s ana¬ 
lysis. Colonialism has been vanqui¬ 
shed but its economic base i« un¬ 
impaired — despite the formal ad¬ 
mission of certain ‘groomed’ Afri¬ 
cans into the managerial ra'nks as 
part of the public relations gim¬ 
micks of the large colonial cotpo- 

rations. 

Qaullist colonial policy has bank¬ 
ed on these collaborationist ele¬ 
ments. In Algeria they relied on 
Ferhat Abbas whose outlook was 
no longer attuned to the needs of 


« aodaiist Algem. The notionaliaa- 
tion of more than fiOO business ea- 
terprises including the largest 
hotels, cinmias, restaurants, cafes 
and other service industries was en¬ 
gineered to break the back of an 
emergent bourgeoisie whose ranks 
would have immeasurably been en¬ 
larged had a policy of economic 
drift been adhered to. Many of the 
holdings of the Algerian parvenus 
had been acquit ed on the cheap 
from departing emigres. Almost 
overnight the swift nationalisation 
measures aborted this social force 
and the very notion of private pro¬ 
perty and with it private invest¬ 
ment has been swept into the limbo. 
Nor is Preside'nt Ben Bella appre¬ 
hensive of his Oovernment’s capa¬ 
city to make good the absence of 
private savings and investment by 
public capital foimation derived 
from agricuituial exports, pietroleum 
royalties and a rapidly mushroom¬ 
ing public .sector. Moreover, it is 
believed that massive Si no-Soviet 
aid on the scale anticipated is more 
than likely to offset the loss of pri¬ 
vate investment and overcome the 
bottlenecks to a sustained industrial 
offensive. 

Momentarily, plans have been 
shelved to nationalise the Sahara 
petroleum and gas deposits, al¬ 
though there reverberates the clu- 
moui within the F L N for their 
nationalisation on the grouml.s tliat 
such a powerful strategic enclave 
remains the last and most formid¬ 
able t.u.slodian of Ficnch (oloiiial- 
ism and an affront to national dig¬ 
nity At the lime of writing, the 
President has so far resisted the 
leinptation to seize so sweet a plum. 
It seems that Algeria does not pos¬ 
sess either the international mar¬ 
keting facilities or the technicians 
to make nationalisation a rational 
economic venture. 

Key Reforms 

Ben Bella must equally be aware 
that the socialist countries, eve'n if 
they can provide the technicians 
fRumania alone is capable of fil¬ 
ling the gap) canUot absorb its 
pell oleum exports. Such a peremp- 
toiy evaluation must, however be 
tempered by caution. Peking claims 
that it can absorb all that Algeria 
produces. How it would pay for it 
IS another matter. Of one thing we 
can be sure; continued foreign 
ownership of the nation’s wealth 
will not be an enduring fixture of 


the Altaian economy. 

The economic revolution was 
sparked initially by the European 
exodus following intlependence when 
hundreds of thousands fled in droves 
across the Mediterranean. The 
‘vacant profierties’ abandoned were 
occupied without official authorisa¬ 
tion No more dramatic metomor- 
phosi.s is evidenced than the torren¬ 
tial rush of thousands of Algerians 
from their diseased and rat-infested 
Casbah into the once racially ex- 
clusiie European quarter and the 
occupation of hundreds of empty 
apartments. But these were appeti¬ 
zers to the main course. Today the 
colons have shrunk from more than 
a million before independence to 
less than 100,000 and these will 
further slinvel with the spread of 
nationalisation and tiic proliferation 
of management councils (mto- 
gcslion). 

In the insectiferous political cli¬ 
mate of the first two months when 
the struggle for power between the 
Tlemcen and Tizi-Ouzu groups 
scaled its zenith the Algerian eco¬ 
nomy had sunk to its lowest depths 
from which recovery .seemed re¬ 
mote But already by the end of 
December, before the new Consti¬ 
tution came into force certain key 
reform*, were blueprinted and exe¬ 
cuted: the emancipation of the Al¬ 
gerian woman, a feat that had large- 
K been achieved by her mobiliza- 
lion in the armed forces and which 
was to be extended by her uninhi¬ 
bited participation in the workers’ 
councils: the setting up of the 
National Marketing Board to sup¬ 
ply e*ssential and basic foodstuffs 
and geared to eliminate tlie middle¬ 
man; creation of a central hank 
orie'nted towards economic growth; 
an administrative overhaul that re¬ 
duced the former 15 departments 
to 6. and 1.500 communes to 500, 
operation ‘bootblack’ which took 
thousands of homeless orphans and 
delinquents off the streets; the ex¬ 
tension of the trade union movement 
not only within the urban areas, 
but into the ‘bled’, i e, the rural 
areas. 

Mandate for Ben Bella 

It would be naive to expect that 
the vicissitudes of the transitio’nal 
period could be overcome in so 
short a span. A high level of un¬ 
employment continues to bedevil 
the economy. A State which previ- 
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oiH^y VM»t exiit has been Croat* 
. e«] aimi to b ex adminiatra* 

tion whose efficiency is marred by 
its youA aind inexperiejicae. Not¬ 
withstanding, its adntinistrative pro- 
J)}ty is of a very high order. 

The genesis of the Algerian state 
has been simultaneously partnered 
by the overwhelming mandate re¬ 
ceived by Ben Bella at the recent 
referendum. Abstentions did not ex¬ 
ceed S5 per cent in the regiotn of 
Tisi-Ouzoii (Kabylin), and in the 
Algiers department it was 25 per 
cent. Elsewhere the percentage vote 
in favour of Ben Bella hovered 
around 95 per cent. 

In act the referendum confirmed 
that the opposition within Algeria 
although weak and fragmented pos¬ 
sesses an electoral base but is cir¬ 
cumscribed to certain limited geo¬ 
graphical areas. Today, more than at 
any time in the past, President Ben 
Bella can lay claim to an impres- 
aive popular support from which 
he can proceed to the edification 
of socialism which is his primary 
objective. Hassan and his advisers 
grossly miscalculated the scope of 
Ait Ahmed’s potential in Kabylia 
and the opposition within Algeria 
ae a whole. There is a large truth 
in Colonel Boumedienne’s state¬ 
ment that there are persons who 
Oppose the Government, but that a 
cohesive opposition does not exist. 

KabylU — ■ Problem 
Commenting on the Kabylian in¬ 
surgency before the Algero-Moroc- 
can war flared up. Le Monde’s cor¬ 
respondent said that “the FLN will 
prove itself by prsctical measures. 
As long as the head of state pur¬ 
sues his policy and his fight ag3in.st 
the bourgeoisie the Algerian masses 
will have confidence in him. Kaby¬ 
lian dissidOnce reflects at once a 
regional particularism, the bitter¬ 
ness of certain military and politi¬ 
cal elements, and a particularly ad¬ 
verse regional economic situation. 
However, it appears too porticularist 
to be a rallying point of the popu¬ 
lation as a whole” A traditionally 
underdeveloped region in ap under¬ 
developed country, its major export 
has been its people. There were no 
French estates to be seized and dis¬ 
tributed. More than 50 per cent 
of the Algerian work force in 
France comes from Kabvlia — and 
it is the postal cheques from these 
M'oiiters that cobstitute one of the 
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region's vital arteries. Sinrflairly SO 
per cent of the population of Al¬ 
giers are fCabyliana. Its mountai¬ 
nous regions, its eroded soil and 
an inordinately high land-man ratio 
merely serve to exacerbate its pro¬ 
blems. At bottom the Kabylian re¬ 
mains an economic problem that 
must be tackled urgently. 

Chanaes io Agriculture 

The programme carpentered on 
the lines of the Tripoli declaration 
by Ben Bella in December received 
its major impkementation in March 
when the large European and Al¬ 
gerian estates were confiscated. 
Many of these expropriated lands 
were immediately turned into state 
farms structured on the lines of the 
Cuban Granjas del Pueblo. Given 
the demographic curve, fragmenta¬ 
tion of holdings associated with a 
conventional land reform would 
have proved calamitous. The jere¬ 
miads of doom and collapse of Al¬ 
gerian agriculture have not come 
to pass. To the contrary this year’s 
fruit, vegetable and gram harvest 
have been the largest on record. 
Diversification of farm output has 
moved apace and farms are being 
rationalised as fast as financial re¬ 
sources permit. 

The initial impulse to a land re¬ 
form sprung not from the national 
leadership, although this was al¬ 
ways central to their strategy of 
growth, but from the peasants them¬ 
selves The contention that the Al¬ 
gerians could not submit to coope¬ 
rative discipline and that the exo- 
dous of the European settler would 
mean a return of good farm land 
to the desert has proved untrue. 

Important inroads have been 
made in agriculture But for years 
to come the shortage of trained 
personnel, bookkeepers, cattle breed¬ 
ers and chemical fertilisers will 
continue to plague agriculture Vic¬ 
tory in agriculture can only be 
consolidated by the triumph of 
industrialisation that would furnish 
the requisite technical coefficients to 
agriculture and. set the stage for 
the untrammeled development of 
the national economy. Changed 
social relations in agriculture have 
been an immense booster, yet by 
themselves they cannot do thie ulti¬ 
mate trick. Possessing an almost in¬ 
exhaustible petroleum base, the 
construction of a petro chemical in- 
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diiatry tiOn wdpplf 
its^mT demand oi AlgWhui 
culture. Such ab intisstiT c«n*i>e 
a semree nf supply for me entire 
Maghreb and beyond. 

New Or(pntlMtliNl 

Every farm unit poasrasea its tii- 
rceior, but collective manafement 
is achieved by the managemebt 
committee alone. The director is 
frequently a chairman. This par¬ 
ticipation is the lyneb-pin which 
joins ecobomic rationality with the 
democratic principle of aiito-gestion. 
It is the committee which collect¬ 
ively decides issues of labour policy 
and wage payments and what crops 
are to be planted. In certain very 
large agricultural enterpriaes the 
director disposes the veto right to 
ensure that policies do not nm 
counter to the overall directives of 
the Ministry of Agriculture. 

These peasant management com¬ 
mittees are based on the practical 
experience of the peasants them¬ 
selves and are utterly alien to the 
Stalinist mode of collectivisation 
superimposed on the peasantry by 
urban activists. Admittedly, the 
human material is technically defi¬ 
cient as is to be expected. In time 
these deficiencies will be removed 
and the situatiob improved with the 
added ingredients of di-sciplinc and 
hard work. Unfortunately many of 
these farm ubits have become a 
refugle for the army of unemploy¬ 
ed impairing their efficiency. The 
planning authorities recognize that 
agriculture by itself cabnot support 
the n’ation at rising standards of 
living. Efficiency of these farm units 
will inevitably rise as industriali¬ 
sation supplies the basis for chemifi- 
cation, mechanisation and electrifi- 
tatioii The campaign of national 
reforestration now underway in con¬ 
junction with infrastructural invest¬ 
ments is a contributory growth 
catalyst 

All these measures are vital for 
the nation’s growth, but there is a 
lack of coherence and coordination 
in many of these measures. The ad¬ 
ministrative gears are inadquately 
meshed and improvisation is still 
unfortunately the order of the day. 
Although the FLN has bceb re¬ 
vitalized the transmission belt both 
at the party and administrative 
leveLs between the base and the 
summit functions inadequately 


^Boi^Mpersec' «^b' M^jc* Guevan 
80 ^MSngiiptly '<pinpoiat«d and ivfaich ’ 
bane (rf*<^ban, ^^elopnmst 
sma of o&er soniatist countriea le* 
mafnlB'to be seen. \I{Iany, peraoHs 
wove bat^pnlated into posie former' 
iy' held Jby Europeans with 'Inade' 

, qpiAa training. ; Opportunist^ and 
CBiKtcnuts of . various hues have 
found' themselvea pi^es in' ];;|ey 
govMhtndnt ministries. Yet apart 
Iropii and despite ^ese shifty ele¬ 
ments' progress has been ijed an^ 
'wid. Within the compass of onp 
year the chipges wrought within 
Algeria are nothing short of stag¬ 
gering,' a. performance - unmatched 
by any underdeveloped 'country ~ 
including Cuba. 

It is the peasantry that should¬ 
ered these successes, the very P^* 
santry that bore the brunt of the 
fighting and hence the bleeding, 
arid it is diis force that provides 
more tkan 80 per cent of the cad¬ 
res' of the A N P (the People’s Na¬ 
tional Army) and who remains the 
spearhead of the revolution. Ben 
Bella and Boumedienne, both of 
peasant origin, know . this. After 
the failure of the ‘Battle of Algi¬ 
ers’ a , peasant based guerilla war 
became the only means to victory. 
But'it i^as only from the end of 
of March that they tested its first 
fruits. ' It was Ben Khedda’s major 
strategic blunder to have believed 
that the forces of the revolution 
could have been consolidated by 
exclusive reliance on the urban pro¬ 
letariat and the trade union mo¬ 
vement. 'Further he consciously 
side stepped the array in political 
deciaion-niaking at the national and 
-departmental levels, 

Role of tl»e Army 

The peasantry, linked to an 
overwhelmingly peasant army*under 
Colonel Boumedienne’s command, 
is the -main prop of the socialist 
revolution. If the disintegration of 
the F L N on the eve of indepeh- 
dence proved a cruel deception to 
its protagonists and 'a eourpe of 
bovine rejoicing to its adversaries 
the rot did ^ot extend to the army 
which was to prove itself a unifying 
force on the national level. Simi¬ 
larly ■die Kabylian dissident move- 
rheit): > has beep broken op , the 
streqgth of this cohesive military 
force. 
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'thm and tlte ntmonlded F -L in-' 
oe^ine tfad dynamic sooio-pwhical 
' Tole of the army at hever before. 
With the onset of the froarinr inch 
dents, the army symbolizes 

national,unity. Nor hah it remained 
neutral in' its political leatdnga ^ 
seen in the arrest of.Boudiaf. “The 
A N P,”. declared. Ben Bella, *'has 
an exemplary role to fulfill. It 
is called upon to play a' polirical 
role. 'Die ‘baibudos’ (J. the Cubah 
revolution .have become political 
cadres. Our soldiers are highly 
politicised — more so,than the ‘bar- 
budos’ . because they ; have had 
eight long years of-war behulid 
them in which they have .been tem¬ 
pered. 'Within the amfy the party 
must exist. On the social and 
economic plane the A N P will be 
called upon to play a vital role. 
The figure of speech that 1 lihould 
like to. employ is that it is an. army 
'with a gOn in pne hand ,and a 
shovel in the other”. 

I 

Centralisation Essential 

Such an idelogical rise de posi¬ 
tion was opposi^ to that of the 
leader of the Kabyiian dissident 
movement who maintained that the 
building of a socialist order cannot 
be achieved by the U G T A (-Gene¬ 
ral Union of Algerian Workers) or 
the A N P or , the F L N but must 
be the work of all these forces 
working in an autonomous and de¬ 
centralized manner. Ait Ahrned 
has lost his moorings. 

Within the context of Al|^ripn 
politics this would ha've led to a 
breakup of .the young nation gene¬ 
rating those factiofnal tendencies 
that are now chewipg at the vitals 
of many an emergent nation. As it 
is the Front straddles widely diver¬ 
gent ideological perspectives. There 
are milita'nts of Various hues with¬ 
in its ranks. Similarly the commu¬ 
nist party which has been thwarted 
from playing an independent role 
can only function as a competent 
of the Front. In the President’s 
words: “We have dissolved the 
Algerian communist party: this is 
no| anti-communism. We .canot 
tolerate a privileged party. If we 
do so how then can we ban other 
political parties like the M N A. 
We are not mancists,. but if the 
Russians did not exist it would he 
necessary tp invettt them, for con¬ 
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4ie Rwirians‘.and oursalinla 
is impedaHam. Hw Akertan C P 
has its tmapapet the Aepjsh- 
lictdnr which pursues its oWa <e£c- 
' brial' policy. Lpt the )Con»nunuts 
enter -and be miUtanta Within 
Front”. This is predsely what they 
have done. 

To claim * that Ben Bella hp 
betrayed the socialist revolution as 
•the F S F (Socialist Front Forces) 
akKnt is to attack him at hik strong¬ 
est point; and to label him a fascist 
is equally absurd. Apart from four 
or fiVe persons under house atres^ 
there are no political prisoners at 
present, ift Algeria. And the F L N 
'slogan: “revolution without prisons* 
has BO far been Confirmed. Whether 
it will continue to, remain so if a 
grave iriterhal or external crisis dove*, 
lops can .only be answered by the 
lest of history. The visiter to 'Aim¬ 
ers and other dties is strdek by the 
virulent and open crilipisln of the 
government by many; but he , is 
equally im^essed by the responsave’ 
chord of the masses. In peasant 
'"ntectings, the delegates may not be 
able to grasp pr interpret a mass of 
.indigestible statist^! data. But it is 
incredible to hear the earthy quali¬ 
ty of their simple' questions. The 
voiceless multitude no longer exists. 
These are the makers of the revolu¬ 
tion. , The enthusiasm Riat the land 
reform has engendered, notably 
smee -the setting of the managemeftt' 
committees, is immense. TTie ob¬ 
server fin^ that the older genera¬ 
tion cannot always come to grips 
with these changes, but there is <me 
.change that he can gfasj) : the un¬ 
assailable and monumental dignity 
of freedom. 

Portent for TnniBie and Morocco 

Algeria’s revolution remains un¬ 
finished but its contours have al¬ 
ready been roughly sculptured. That 
it will exercise a profound impact 
on Its Maghrebian neighbours in 
the years sdiead is unquestionable. 
Whether the frontier dispute will be 
settled or the. manner in which a 
negotiable settlement is reached is 
unimportant. What is, more crucial 
is that the revolution has already 
cast its shadow over die-fading 
gure of a feudal monarchy that' is 
the regime of Hassan li — a mo¬ 
narchy of'divine right based on ^ 
principles of Islamic theology with 
a medley pf empty constitutional 
forms that merely serves to conceal 
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ihe fMMntidly nudioritamn nature 
of hit role. In July the trade, 
union ieaderg and all leading n>em> 
hero of the left were impriaoned. 
Since then the number of political 
detainees have increased. And the 
highly touted land reform mnains 


an entetpriae in wystihcation. 
Haasan's diversionary frontier ad¬ 
ventures cannot save his tottering 
throne. At best the co-existence of 
a socialist Algeria with Tunisia and 
Morocco will be a tenuous one. And 
there are many who question whe¬ 



ther it can lohg ondura. A^rea^ the 
ideok^cal battle has been |nwed. 
In the pre^t social order of diings 
it is unlikely to stop. Algeria’s re- 
vdution is an irrepressihie social 
force and it may well prove impos¬ 
sible to contain it. 


//is blood has saved many lives 


Way back in 1935, at Jamshedpur’s Main Hospital, a man lay 
dying. Only a transfusion of blood could save him- In those days, 
most people thought that blood donation permanently damaged 
health. But a young man came forward and voluntarily gave his 
blood to sustain the ebbing life. Between 1935 and 1955, the same 
man freely gave his blood no less than 40 times—on an average 
twice a year—for victims of industrial accidents, to save men 
critically ill. 

This extraordinary man is T. S. Balam, a typist with Tata Steel at 
Jamshedpur, a happy, healthy family man of 50. Although he still 
wants to donate blood, doctors declme his offer 
in view of his advancing years. 




Inspired by the selfless example of 
men like Balam, many, many others 
in the steel town have donated blood. 
No less than 20,000 employees of 
Tata Steel have had their blood tested 
and grouped, while many more are 
coming forward regularly for testing 
and grouping ... to help prevent 
avoidable deaths ... to save families 
from sorrow and ruin. 

This is yet another Instance of the 
fellow-feeling, born of the indivisible 
bond of labour, that binds together 
the steelmen in Jamshedpur, a city 
where industry is not merely a source 
of livelihood hut a way of life. 

\ JAMSHEDPUR 

' THE STEEL CITY 

GIVE FREELY TO THE NATIONAL DEFENCE FUND 

Th* Tatt lr«n and $tMl Company Limited 

IWtTNiaSt 
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Levels of Income in Rural In^a 

M Ramacliandra Rao 

The debate in Parliament on per capita income folUmnng the statement by R M Lokia that 60 per 
cent of the pofndation, ie, 27 crore people, live on an average income of 3 annas (19 nP) a day aroused 
much interest and euriosiiy in this subject. Lohia’s statement was challenged by the then Plannmg Minis’ 
ter who, quoting hf S S expenditure figures, scad that the pcorest, 10 per cent of the population have an aver¬ 
age monthiy per capita expenditure of Rs 8 in rurcd areas and Rs 10 jJb urban areas. 

Data distribution of income for the entire country are not avaUabte and inferences, therefore, have 
to be based on data available frpm various ad hoc surveys of urbtm cmd rural areas. 

An attempt is made below to examine the data on income in rural areas collected by the Agn*- 
Economic Research Centre. 
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THE various Agro-Economic Re¬ 
search Cientres * have been con¬ 
ducting studies of the economic and 
80 c|ial change in rural areas in 
differetit parts of the country. They 
carry out economic surveys of select¬ 
ed villages for this purpose and re¬ 
peat the surveys after five years. 
The data on socio-economic condi¬ 
tions ore collected through an in¬ 
tensive survey of all the households 
in the selected villages. The reports 
prepared from these surveys con¬ 
tain data on per capita incomes in 
the villages. In some cases they 
contam also the distribution of 
households in different income 
groups. Data pertaining to 95 vil¬ 
lages from different districts, sur¬ 
veyed by various Centres during 
1955-61 have been brought together 
here. Though there are some varia¬ 
tions in the methods of computa¬ 
tion of village income from one 
centre to another, the general con¬ 
cepts of income used are more or 
less the same, and as such the data 
are adequate for our analysi.s which 
is designed to yield the broad pat¬ 
tern of incomes in rural India 

The investigations carried out by 
different Centres cover 51 districts 
in 12 States.f They have been pur- 
jjosively selected by the Centres as 
case studies and include both pros¬ 
perous regions like the fertile dis¬ 
tricts of coastal Andhra Pradesh and 
Punjab, the coffee growing Chick 
Magalur district of Mysore and 
backward and under developed re 7 
gions like the Basti district of East¬ 
ern U P. the Chambal valley of 
Madhya Pradesh, the tribal villages 
of Assam and the poverty-striken 
areas of Orissa. These villa^s 
along with their per capita income 
are listed in the appendix. 

To get an idea of per capita in¬ 
come in rural areas, the distribu¬ 


tion of these villages in different 
per capita income groups is given 
in Table I. It will be seen that 


Table 1 1 DieiribulJnn of Villagea 
Aocording to Per Capita Income 


Per Capita Income 

Per Annum 

Number of 
Villages 

Less than 

75 

3 

75 — 

100 

2 

100 — 

125 

10 

125 — 

1.50 

23 

150 ~ 

175 

16 

175 — 

200 

13 

200 — 

250 

17 

250 — 

300 

8 

300 and 

over 

3 

All 


95 


except for 3 villages, all recorded 
an average per capita income of 
more thari Rs 75 per annum (or 
21 nP a day) In' fact, 57 villages 
out of 95 claim an average per 
capita income of more than Rs 150 
per annum (41 nP per day). The 
three villages with per capita in¬ 
come of less than Rs 75 per annum 
are Gunduri Cora in Koraput dis¬ 
trict of Orissa (Rs 72.77), Mitbhay 
in Ratnagiri district of Maharashtra 
(Rs 56. 78) and Murli in Basti 
district of the Eastern U P (Rs 
66. 79). 

llid^ Incomes in Backward Areaa 

Certain interesting inferences 
can be drawn from the study of 
these villages. For instance, the 
per capita income of some villages 
located in backward areas is found 
to bn comparatively high. The 
tribal village of Kantherterang in 
the United Miker hill district of 
Assam recorded a per capita in¬ 
come of Rs 233.00 per annum (64 
nP a day); Birendranagar in Tri¬ 
pura recorded a per Capita income 
of Rs 269.16 (74 nP per day). 
Three villages in the backward 
Basti district of U P namely Tan- 


dewa, Purana Pandey, Bhanwapur 
showed a per capita income of 42 
nP, 40 nP and 40 nP per day, res- 
peictively. The nine villages in 
Chambal valley, name^ Asida, 
Mudiakhera, Chhimka, Tather, Ba- 
mori, Amarpura, Patanda, Bajar 
and Maija, lie between per capita 
incomes of 30 and 60 nP per day. 

Average jier capita income in a 
village does not indicate the posi¬ 
tion of the different sections of the 
population. In order to throw light 
on that aspect, the income distribu¬ 
tion in each village needs to be 
examined. The distribution of 
households in different income 
groups available only for 14 
villages namely Vachoor, Pallipuram 
from Kerala, Aldur, Havalli, Chick 
Magalur ValH from Mysore, Jali- 
pudi, Chembedu from Andhra Pra¬ 
desh, Sengipatti, Varadagareddy 
Palli from Madra.s, Waghode from 
Maharashtra and Tandewa, Purana 
Pandey, Bhanwapur and Murli 
from Eastern U P. These villages 
haw bten divided into 4 groups 
comprising per capita incomes of 
(i) Rs 200 and over, (ii) Rs 150- 
200, (iii) Rs lOO-lSO, and (iv) 
Less than Rs 100, The distribution 

* Seven Agro-Economic Research 
Centres at Delhi, Poona, Santi- 
niketan, Madras, Jorhat, Gwalior 
and Anand have been conducting 
village studies. 

t 6 villages from 3 districts of Andhra 
Pradesh, 5 villages from 5 districts 
of Assam, G villages from 5 districts 
of Bihar, 3 villages from 2 districts 
of Kerala, 8 villages from 4 dis¬ 
tricts of Madhya Pradesh, 6 villages 
from 3 districts of Madras, 9 vil¬ 
lages from 5 districts of Mysore, 9 
villages from 9 districts of Orissa, 
32 villages from 11 districts of 
Bombay (Maharashtra and Guje- 
rat), 1 village from I district of 
Punjab, 6 villages from 2 districts 
of Rajasthan, 4 villages from 1 
district of U P. 
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....If yen ve iryint t® dent high costs, here is someuiing to get your 
ttoth iofo! By nutkJng use of the Caltex "Stop-Loss" Programme- 
yon cut costs by proper lubrication Programmed maintenance 
practices will help you to IceCp your equipment and your machinery 
in top condition and will also boost profits, r 
•It is not a hiere question of more oil or more grease. The Caliex 
"Stop-Loss’* Programme will help you to select the proper lubri- 
cation practices, to train your personnel to proper maintenance 
procedures. Help your operation to greater profit wnh the Caitex 
"Stop-Loss” PrognUBie. 
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of tk hon«^& in diffewnt in- 
come froupl *lo% wi& titeir fver- 
age 8iM lA ptesmteo in Table 2. 
It can be sewi Aat in all the vill¬ 
ages belonging tti Group I, more 
tl«n 65 per cent of the households 
earn an income of more than Rs 
100 per capita per annum (27 nP 
per day). In the villages belong¬ 
ing to Group II, two villages Var- 
dagareddi Palli and Chick Magalur 
Valli more than 70 per cent of 
the households have a per capita 
income of more than 22 nP per 
day. In villages Jalipudi and Tan- 
dewa of the same group about 60 
per cent of the households earn less 
than 27 nP a day. However, 41 
per cent in Jalipudi and 34 per 




cent in Tendewa have a per capita 
inetmie ranpng beti^een 14 nP and 
27 nP a day. Among the villages 
in group III, Bbanwapur, Palli- 
puram and Sengipatti, we can see 
that about 60 per cent of the-hotue- 
holds earn a per capita income o( 
mwe than 27 nP per day; in vill¬ 
ages Purana Pandey, Veechoor and 
Chembedu the percentage of house- ' 
holds having a per capita income 
of more than IK nP per day is 
roughly 55.7, 46.9 and 57.2, res¬ 
pectively. In Murli, the only , 
village in group ly, only 40 per 
cent of the households have a per 
capita income of more dian 18 nP 
per day. 

Let us examine the data in Table 



2 by cohti^iithig.die 6dt diidic for 
each of the villages. The 6th 
dedle givts die value of household 
income of 60 per cent of the house¬ 
holds. By using the average size 
of hous^old we can deduce the per 
Capita income per day from the 
decile value of household income. 
These values have been presented 
in Table 3. It can be seen that 
except for two villages, Bhanwapur 
and Murii, all the villages have a 
per capita income of more than 20 
•nP. 

No Support for Lohia's Thetis 

The data presented above do not 
lend support to the statement that 
60 per cent of the peculation live 


Table 2 : Distribution of Households in Different Income Croups 
Per Capita Av Size Housenold Income.OrDup 


Village 

Income 

(Rfl) 

of Family 

200 

250.500 

500-760 750-1000 

10001600 

1500 & 
over 

All 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

Group I 










a Aldur, Mysore 

241.00 

60 

30 

96 

116 

59 

49 

32 

382 



4 

(7.8) 

(25.2) 

) (80.6) 

(15A) 

(12.8) 

(8.8) 

(100.0) 

b Havelli, Mysore 

277.00 

4.8 

7 

47 

i 60 

32 

13 

21 

ISO 




(S.9) 

(28.1) 

' (SS.S) 

(17.8) 

OJt) 

(11.7) 

(IOOjO) 

c Watrhode. Maharashtra 348.56 

5.2 t 

34 

139 

126 

90 

68 

150 

607 




(6.6) 

(22.9) 

(20.8) 

(14.8) 

(11.2) 

(24.7) 

(100.0) 

Group 11 










a Varadagareddy Palll, 










Madras 

166.73 

3.2 1 

44 

191 

r 89 

31 

23 

1 

379 




(11.6) 

(60.4) 

1 (28.6) 

(8.2) 

(8.0) 

(0.8) 

(100.0) 

b Chick Magalur 










Vain, Mysore 

176.00 

52 

4 

18 

r 22 

22 

12 

10 

78 




(S.l) 

(*8.1) 

1 (28.1) 

(16.4) 

(15.4) 

(12.9) 

(100.0) 

c Jalipudi, Andhra 










Pradeah 

152.68 

4.5 

81 

176 

‘ 80 

28 

30 

33 

427 




(IC.O) 

(41.0) 

(18.7) 

(6.6) 

(7.0) 

(7.7) 

(100.0) 

d Tandewa, U P 

152.24 

49 

38 

44 

' 21 

8 

10 

8 

129 




(29,5) 

(84.1) 

t (16.2) 

(6.2) 

(7.8) 

(6.2) 

(100.0) 

Group III 










a Purena-Pandey, U P 

145.91 

57 

23 

43 

f 23 

21 

19 

20 

149 




(16.4) 

(28.9) 

f (15.4) 

(14.1) 

(12.8) 

(18.4) 

(100.0) 

b Bhanwapur, U P 

14713 

54 

6 

23 

' 14 

9 

17 

7 

76 




(7.9) 

(30.8) 

(18.4) 

(11.8) 

(22.4) 

(9,2) 

(100.0) 

c Veechoora, Kerala 

109.30 

6.4 

43 

302 

103 

52 

33 

27 

650 




(6.6) 

(46.5) 

(29.7) 

(8.0) 

(6.1) 

(4.1) 

(100.0> 




200 

200.400 

400-600 

600-800 

800-1000 

1,000 & 










above 


d Chembedu, Andhra 










Pradesh* 

128.13 

47 

24 

95 

70 

34 

23 

32 

278 




(8.6) 

(84.2) 

(25J2) 

(12.2) 

(8.8) 

(11.5) 

(100.0) 

e Palllpuram, Kerala* 

147.26 

5.7 

22 

84 

134 

87 

50 

85 

462 




(4.8) 

(18,2) 

(29.0) 

(18.8) 

(10.8) 

(18.4) 

(100.0) 

f Sengipatti, Madras* 

138.90 

4.3 

35 

135 

139 

62 

41 

SO 

462 




(7.8) 

(29.2) 

’ (80.1) 

(18.4) 

(8.9) 

(lOA) 

(100.0> 

Group IV 










a Murll,* U P 

66.70 

6.0 

22 

18 

13 

6 

3 

4 

66 




(3S.8> 

(27.8) 

(19.7) 

(9.1) 

(4JI) 

(6.1) 

(100.0) 


Not*-. *For these villages the household income groups given in the reports are different. 

Figures in brackets indicate percentages, 
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' ” ; i(m vmi^ ■ 

Sixth Pecite Va hW* 
Hoiue* F<f O^ilta 



VUkfs 


^ize of 
FafuMy 


hold 

Incon^c 


' ' . (Rs) 

1' Aldur 

5:0 

692 24 

■ 2 Havelli 

4.8 

,675.50 

3 Waghode 

5.2 

'611.31 

' . 4 Vaidagaraddi 

; 

Palli 

3.2 

369.16 

,5. Chick Magalur 


Valli 

5.2 

645.65 

6 Jalipudi 

45 

371 71 

7 Tandewa 

4.9 

■ 42,3.30. 

8 Purajfia 


. 

Pandey 

5 7 

417.13 

9 Bhanwapur 

5.4 

358.70 

10 Veechoor 

5.4 

401.08 

11 Chembedur 


504.22 

■ 12 PaJli Puram 

5.7 

696 42 

13 Seiigipatti 

4.3 

480.74 

14 Murh 

6.0 

351 11 


pey day 
Intofne 

40 

.39 

■32 

31 


24 

20 

18 

20 

29 

.33 

'31' 

Ifi 


On an iiicome of less than 3 annu 
a day. We' have observed that -in 

S pot of the villages, 92 out of 95, 
o average per - capita income is 
more, than 20 nP a day. Among 
the villages for which data on size 
distributiorn U incomes were avail¬ 
able, we find, ihtit io all villages 
except two, 60 per cent of the 
households had a per capita in- 
comp of more than 20 nP a ddy. 
This is the position in rurpl areas. 

posititm is much belter in ur¬ 
ban areas, as shown by Vasanth P 
PoAe*. ^*ethe has presented the 
distribution of families in differfent 
• income groups for 8 towns, Hyde¬ 
rabad, Poona, Sholapur, Bar^a, 
Hubli, Cuttack, Puri and Sambal- 
, pur. His study shows that about 
70 per cent of the families have an 
income of more than Rs 500 in all 
the 8 towns. If we assume that 
the average size of family in these 
.'towns is 5, then we can xoncIudO 
\ that about 70 per cent of the faini- 
' lies in these towns earn a per capita 
income of more than 27 nP a day. 

* 

Of course, it is not ppssiblc to 
deifve any inferences about the dis- 
ti:&uUon of income in the country 
,aa a-whole oin the basis of the data 
presented above relating' to 95 
villages in 51 districts in 12 States. 
Ttere is much poverty in the coun¬ 
try and there nday be sections of 
^e population earning , very low 
• ittoomca, even less than 3 annas a 
djiy. But the data, do not lend 
laif^port to the statement that 60 

* Vaianl F Pdihe, " Income Insqua- 

' ' • liti« in Urban Comtnimide* 

» AlCG EeotifiTme Review, April 22, 
>1962. ^ ^ 


pet of the pppulatjon livfc on 
Ipsa than 3 aimaa per day. Cat* 
on die eiae, diatribiition of incomes 
for thh entire {xipuUtion is not 
f avadaUe. It is, unf^unato that no 
attempt has so for’ been made on 
an afl-lpdia basis by any official or 
' non-official brganisaticfn to collect 
such data even (mi a sanqile basis. 
The National .Sample Survey orga¬ 
nisation which is conduebng natiob- 
. wide multi-puipdse sample surveys 
for over a 'dCcade has also not made 
. ‘any attempt to collect data on in¬ 
comes. True, collection of data on 
income distribution presents a host 
at methodological and conceptual 
problems. • Nevertheless, it is M]^ 
time that a beginning is made in, 
this direction. 

AHiendix 

Par Capita Income in Selected 
VllUaes in Differont Ststes ' 


, 'Village 


Per Capita Income 


Per Annum 

(Rs) 


Pet Day 
(Rs) 


I Andhra Pradesh 

1 Jalipudi 

2 Tetali ^ 

3 Kutnudavalli 

4 Chembedu 

5 Patukonda 

6 Jonnala gadda 

II Assam 

7 Chota Haiber 
' 8 Bayangiagnal 
9 Cijpur 

10 Birendranagar 

11 Kanther Terang 

HI Bihar 

12 Chora bandha 

13 Lohna 

14 Samahuta 

15 Liyarhi 

16 ' Hamichak 

17 Shabpur, 
Pannapur 

IV Kerala 

18 Vechoor 
, 19 Kcerenerry- 

Karavamana 
puram 

20 PaHipuram 

V Nadhyo Pradesh 


1 ^ 2.68 
202.32 
233 01 

128 13 
121.09 

129 B4 

205.50 
141.81 
186 53 
269.16 
283 00 


233.56 
149.50 
25313 
246 is 
153.73 


0.42 
0.55 
0 66 
0.35 
0.33 
0.36 


0.56 

0.39 

051 

0.74 

0.64 


0.61 
0 41 
0 69 
0 68 
0.42 


168 99 0.46 


109 30 


95 70 
147 26 


21 

22 

2.1 

24 

25 

26 

27 

28 


Lakhapatri 
' Bawariya ^lan 
Mitred 

Khajuri Kalan 

Adanpur 

Asida 

Mudia ‘Khera 
Chimka 


VI BCadras 
29 Rajagambiram 
30' AraUlcAUai 

31 Uppatiur' 

32 ' Varadagsreddi- 

padli ‘ 


116.76 
168.00 
196 00 
180.00 
195.00 
171 16 
216 00 
I9l 92 . 


13967 

102.50 

298.38 


0 30 


0.26 

040 


0.32 
0.46 
0 54 
0 49 
0 53 
0 47 
0 59 
0 53 

0.38 

0.28 

0.82 


, yif* . I'VivM 

rMtuUgni'': 

- $4 SenS$»tti 

''' t. ' 

VH' Mahatesn* • 

Gujonr j , 

35 I^othari ' ; 

36 •Palasgaon 

37 .Kawadjai 

’ 88 ,Amdi 

, 39 Nalww 
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^eclliii^ jCori^ion Uiiderway 


''jrtipEI stock"^ ,tna;rk«t had a fairly ^ 

' |oo4 khflcM>ut last weak, and 
at 'One ti^, it' appeared that the ■ 
p^ha^ turned a bear. 
Barring a iew isolated scrips like 
9cin$l^ KtAippor,, Siipur Pa|W 
and India Viscose, equities 

gepcirally' cai^ iftider heavy pres¬ 
sure and siiflferedv sizable losses, 
which, * however, swre partially 
eraiM by short covering at the 
Wk-end. There was'nothing in 
th« week’s news to provoke* heavy 
.<8elling,but a provocation was hardly 
necessary. The maiket had been 
moving, up, and up for too long 
without -any significant pailae wim 
the result that its technical posi¬ 
tion had become inCreasiMly sus¬ 
pect. . It was * necessary that .the 
market should take a pause to allow 
technical forces have their full.play 
and regain, fresh strength to be able 
to scale new peaks. That is pre¬ 
cisely what has now happened. 

Will fnc Oblige? , 

-It wopld be a mistake to think 
that the reactipnary trend that is 
now underway reflects a change in 
the market’s assessment of the basic 
outlook- fpr equities. It might, 
however, be conceded that fhe 
majpr upswing in, equities is based 
tnainly on the strong belief that 
Shri- Krishnainachari will qfiicken 
' the tempo of economic and indust¬ 
rial activity and boost the morale 
of ,the investment maiket not mere-' 
ly dirough the magic of words 
but through appropriate measures 
such as finanoiar assistance to IFC 
and IflCf and fiscal concessions. 
The stock market’s optimism might 
' not prove.to be,misplaced but TTK 
might not oblige the market as 
quickly as it txpects. It is quite 
possible • that the prctcess of te^ni- 
c'al adjustment that is now in pro¬ 
gress Wilf continue until the stock 
excha'hge.community is able to talw 
'a clearer view of the steps' that 
TTK propiiisesi. to take to hasten the 
industrial tempo lind revitalise the 
capital market. But one can never - 
,,be very isure hfow the process of 
technical adjustmriit will coinplete 
itself. Normally, correction of the 
' first inajo'c bull ' phase is not a 
long-drawn-out aflfair. 


OUseeds . 

' t " 

1^ in VsMkai ' 

'J’HE Forward Markets Commi*-- 

sion has , raised the ceiling 
prices for new'contiacts hj oilseeeb 
— April in 'the ,case cd groundnut 
and'cottoitooed and-June iti the 
case of castor' and linseed! * Ilie 
ceiling for grpundnht, , has beeiU 
raised from Rs 2S6 *to 24.1, for 
castor from Rs 1-81 to Rs' 186, (or 
cottonseed from Rs 111 to Rg 113 
and for'linseed from Rs 42 tq Rs 
43. The upward revision of the 
ceiling rates does not indicate that 
the Gimmission has realised the 
necessity of effecring suitable 
changes in the ceiling priqn fo? 
different' contracts in order to 
allow for the normal carry-forward 
charges which have to be incurred, 
in trartsferring ■‘bull’ interest from 
one delivery month to another. The 
change is purely tedinical and far 
from being desirable. The ceiling 
prices have been raised simply by 
merging the aiUoUUt of the penalty 
charged for non-delivery of goods 
against ‘short’ interest remaining 
outstanding at the e'nil of the deli¬ 
very period. 

. Delivery may not be ■ the essence 
of a 'htedge contract in that the 
buyer cannot insist bn the delivery 
of thfe actual goods but tO' do away 
with penalty when sellers persist in 
keeping their interest alive until 
the e'nd of the contract without any 
intention to e^ect delivery makes 
the hedge contract a wagerfng 
contract —' spetulators* paradise. 
That all . this should take place 
u'nder the. Commission’s rule is a 
sad commentary on the Commis¬ 
sion’s understanding of (he func¬ 
tions of a futures nnarket. If the 
hedge contract is '.to have any 
meaning then the terms and condi¬ 
tions should be such that in case 
buyers insist on the delivery of 
goods and 'sellere are unable to 
effect the same during the delivery 
month and yet persist in keeping 
their business aliye, the buyifers 
;should, be enabled to Have their 
outstanding position sqttared-up at 
a ftfiee at which they can 1 obtain. 


TlnmdiBy, Morning ' . 
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the goods from Bie ready market. - 
Stnangely ., enough, noiie of the 
existiiig hedge - contracts in any. 
commodity can'be said to stand 
that test. In a vain bid to keep -' , 
prices down, futures contracts have ■ 
been given an artificially bearish 
character. .This .Unfortunate. 

Fo^r, .all that the Commission can . 
do and need do is to' contain the 
volume pf meciilative actmty 
witliin Withy limits; it Wnot in- 
Huence the course of ready prices ‘ 
which depends on several factors , 
beyond its control. To fix oriling , ' ‘ 
for futures when there exists pto •'* 
-such ceiling «n the spot material 
makes, little sense and -to maintain.. - ’ 
the ceiling for futures at the saiqo ■. 
level for adl the contracts makes 
it worse. 

I Prices RscMie ' ' > ' 

The oilseeds market, developed" 
further weakness last wedc. Ground' 
nut, groundhut cake and linse^ 
were marked down to new low levels 
for the season. Castor and-cotton¬ 
seed also were dinttinctly easy- ■* 
Except for groundnut Vhlch re- ' 
covered ‘ most of the earlier loss, 
Wednesday’s closing prices dse- 
where were only slight^ above the 
-week’s lowest. Speoulative interest, 
continued to centre mairtly around 
groundnut where a few big opemi ‘ 
tors are known to have buut up a 
formidable, “short” interest. After 
art early rally from Rg 213R7 to 
Rs 214.75 groundnut January. ^ 

clined to a new low of R# 212.12 - " 
but later recovered to Rs 213.75 • 
on short covering and Scattered 
bull support induced mainly by , ' 
technical ebnsideratiohs. Linseed, 
March drifted i^ly lower from Rs' 
36.44 to Rs 35.75 (per 50 kgs), 
castor March eased from Rg 166.87, , 
to Rs 164.75 (per 250 kgs) and 
cottonseed January from Rs 95 to' 

Rs 94. 

Groundnuts continue to set -the 
tune for 'the entire mark^. And 
the easier tendency in groundnut is 
essentially a seasonal phenomenon. 

The new crej) is generally expect^ . 
to set a new rfecord and the flow -v- 
of arrivals h.said to be fairly goedti^^ 
though' ^rhaps n'ot in keeping"wijBfjf' 
the estimated size of tbn crop. 


1/ 

i$ Wtth bettriitg in mind that of 
hte the wop nuinceting pattern has 
heen undergoing a steady chantge, 
The growers appear to be in' no ' 
desperate haste to market their 
produce at soon as the harvest ts 
ready. The tempo of arrivals there¬ 
fore no longer provides any dcpeinl- 
abte clue to the size of the crop. 
The week-end steadiness in ground¬ 
nut futures was attributable to the 
fall in arrivals at lower prices and 
the fairly satisfactory off-take by 
crushers and vanaspati interests. 
Groundnut cxpellers and extrac¬ 
tions, however, continued to be dis¬ 
tinctly weak due to increased oflFer- 
ings with the progress of the crush¬ 
ing season. 

There were no exciting develop¬ 
ments on the export front. Fairly 
good business was reported ^ I'n 
groundnut extractions but prices 
realised were about 10 to 15 shil¬ 
lings per ton down over the week. 
The Communist countries figured as 
the main buyers Japan took fur¬ 
ther small quantities and the U K 
buyers were rather reserved, await¬ 
ing lowe.r prices perhaps. About 
1000/1500 tons of groundnut oil 
were said to have been traded 
with Communist countries during 
the week. Groundnut HPS were 
virtually neglected. Some small 
business was reported in castor oil 
and linsee-d cake. Cottonseed cake, 
however, attracted fair business, the 
U K and the Continent being the 
main buyers. 

Cotton 

Futures Turn Weak 

AFTER keeping distinctly firm 
earlier in the week thC cotton 
futures market hesitated for a while 
and developed pronounced weakness 
at the week-end. Jarilla March 
which had risen from Rs 700.25 
to Rs 707.50 in the preceding 
week was bid up to Rs 712 on the 
15th. It receded to Rs 705.75 on 
the 19th, recovered to Rs 710.25 
on the 20th but only to slip down 
to Rs 702 on the same day. The 
buying that pushed the contract to 
Rs 712 appeared to have been 
prOTipted by the rather slow pace 
of arrivals and buffer stock ideas. 
But sentiment began to change 
when the word w(?nt round that a 
reputed cotton firm had estimated 
the new crop at around 58.75 lakh 
'b^es —" a new record, though still 
, below the Plan schedule. Senti¬ 


ment was also affected by repoi^ 
of increased flow of sxrivals hn the 
twminsl utatkets. Mills which h^ 
emerged as fairly active buj^rs in 
the preceding week soon withdrew 
from the market when prices began 
to recede under pressure of new 
crop arrivals. 

Assured of abundant supplies as 
a result of a large carryover and 
a good harvest, mills are unlikely 
to rush with their purchases in the 
immediate future, unless, of course, 
they are convinced that the Gov¬ 
ernment is determined to support 
the market around the current levels 
through the buffer stock agency. 
The buffer stock scheme is, how¬ 
ever, still in the talking stage. How 
exactly the scheme is going to be 
implemented is not yet known In 
any case, if mills continue to keep 
off the market and arrivals gather 


momemniin ^t- 

ton prices are liltdy td aub- 

dued« And if ^e ^W»t maiket re¬ 
mains inactive and subdued, futures 
cannot be expected to put on a firm 
appearance. It is difficult to take 
a view of the market because of tlie 
continuing unoertainty about the 
much-talked-of buffer stock scheme. 

Activity in the spot cotton mar¬ 
ket was restricted throughout last 
week. Among indigenous varieties, 
spinner inquiry centred mostly 
around L 147, C02 and 197/3. 

Mills, however, showed fairly good 
interest in foreign cottons, parti¬ 
cularly Sudans. Bengal Deshi prices 
held firm on steady export demand. 
Export sales registered up to 16th 
November are placed at 44,000 
bales. Overseas demand is said to 
bq gradually picking up. 


What’s 
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Iwod grow profit ^ 
j^idN , Cloiiih k Gmertl Milt^ 
lu» jb^ dowBwardk since 19fi0-fil. - 
Ihit^ die year coided June 30, 
1962. iW'gross profit declined''to 
Ks 4Ji8 crores from Rs‘435 croret 
ip 1960*61, < and 1962-63 it fell fur¬ 
ther ‘ t (0 Rs 3.39 crores. 'Hie faH is 
evit^nntly greater during the past 
year being about 20.8 per cent awn- 
pared with 1.6 per cent in the yrt- 
vioiB year. This is all the more 
surprising' because the Milk’ turn¬ 
over had been increasing remark¬ 
ably year by year. As against an 
increase of 7.3 per cent in 1961-62 
to' Rs 38.42 crores, the turnover has 
improved further by 8.7 per Cent to 
Rs 41.77 crores in 1962-63. 

The fall in the gross profit of Rs 
89 lakhs is attributed by the Direct¬ 
ors to higher costs of raw materials 
and labour and to the effect of fis¬ 
cal measures such as the emergency 
risks insurance, enhanced excise 
duties, etc. Higher provision for 
depreciation and development rebate 
led to a further fall m the pre-tax 
profit from Rs 3.08 crores to Rs 1.82 
crores, ie, by 40 per cent. Tax pro¬ 
vision as a consequence has gone 
down to Rs 1.05 crores (Rs 1.70 
crores). Net profit in the event ^as 
recorded a fall by 44 per cent at 
Rs 77.43 lakhs (Rs 138.91 lakhs). 
The Directors have transferred Rs 
52.25 lakhs from past reserves to 
the above net profit, and by adding 
the previous year’s balance of Rs 
4.03 lakhs, the disposable surplus 
is raised to Rs 133.72 lakhs from 
which following allocations have 
been made : General Reserve Rs 
21.99 lakhs (Rs 5.70 lakhs); Renew¬ 
als reserve Rs 9.56 lakhs (nil); 

S revision for previous year’s tax' 
s 45 lakhs (Rs 4.50 lakhs); Divi¬ 
dend reserve Rs 36 45 lakhs (nil); 
Tax Exempt profits reserve Rs 19,25 
lakhs (nil). The last two reserves 
will be utilised for paying the pre¬ 
ference dividend of Rs 5.36 lakhs 
and the ordinary dividend of Rs 
49.82 lakhs at 13 per cent (same 
as for 1961-62). Of the dividend 34 
per cent will be exempt from tax 
under Se<: 15 C of the Income- 
tax Act wiRi the result that the net 
dividend in the hands of the ahafe- 
hoUers will be hi^r this year. 

The Directors state that despite 


overall increase in costs, the textile 
units worked very satisfactorily. The 
Ctniqiany’s expom have been well 
maintained to spite of a general 
decline in tt|e ex^lt of cotton tex¬ 
tiles from India. The sugar season 
was ^mt due to lack of cane. The 
plan to increase the crushing capa¬ 
city of Mawana Sugar Factory an¬ 
nounced last year is still in the 
process of being implemented. The 
phemical division is "reported to be 
working satisfactcnily. 'The Company 
has been granted an industrial licen¬ 
ce for putting up a stable bleaching 
powder plant oi 15 tons per day 
capacity and for this ICICI has 
agreed in principle to grant a loan 
of DM 945,000 equivalent to Rs 
11.25 lakhs for the import of plant 
and machinery. 

In order to finance the new pro¬ 
jects and expansion schemes, the 
Company issued preference shares 
of the value of Rs 50 lakhs during 
the. year. But it is again in need 
of funds for the PVC and Rayon 
Tyre Cord projecte, becausfe of a 
considerable rise in machinery pri¬ 
ces, customs duty, construction and 
labour costs, etc. It is proposed to 
issue 2 lakhs ordinary shares of Rs 
25 each at a premium of Rs 5 or 
such other amount as may be sanc¬ 
tioned by the CCI and 2 lakhs re¬ 
deemable preference shares of Rs 
25. The preference share issue will 
be offered for public subscription. 

The Company intends to have a 
wholly-owned subsidiary Company 
which will work exclusively for the 
promotion of exports of not only 
the Company’s products but even¬ 
tually of those of other companies 
also. 

Indian Hume Pipe 

PROGRESS of Indian Hume Pipe 
has been well maintained 
during the year ended June 30, 
1963, with revenues derived from 
sale of products and from other 
sources showing marginal improve¬ 
ment. But with incr^uied costs and 
expenditure all round, gross profits 
have declined from Rs 66-56 lakhs 
to Rs 48.43 lakha. Taxation provi¬ 
sion having absorbed much less at 
Ri 15.50 lakhs aa against Rs 28.75 
lakhs in the previous year, the pro¬ 
fit for the year has declined by only 


Rs 4.27^1^ al Rs 15.38 lakhs 
to the Cou>{>any is able to mainls^ 
the dividlelid <m endinary shares At 
14 pet <*^. 

The Prestressed Concrete Pipe 
division, of the Company has made 
good progress and the Company has 
secured-a'contract for the Tatipudi 
Water Supply Scheme at Vishaka- 
patnam. The Ccunpany’s Pattancheru 
P C Pqie factory whidi started pro¬ 
duction lost year has not yet attained 
full production due to shortage of 
high tensile steel wire which the 
Andhra Government has not been 
able to supply to the extent requir¬ 
ed. A factory is now being put up 
at Bagalkot to execute an order for 
P C Poles from Mysore Government. 

The progress of the Penstock 
division is also satisfaictory. The 
Company has orders for Penstocks 
from the Maharashtra and Mysore 
Governments for the Koyna and 
Sharavathi Hydro-Electric Projects 
and also from the Government of 
India for the Trishuli Hydro-Elec¬ 
tric Project in Nepal. In the ex¬ 
ecution of the contract for the 
Sharavathi Hydro Electric Project, 
where special type of high tensile 
steel, known as “T-1” steel, is being 
used for fabrication of Penstocks 
for the first time in Iqdia, the Com¬ 
pany has entered into technical col¬ 
laboration with the Chicago Bridge 
and Iron Company of U S A, for 
technical assisUuice. 

The Company will be shortly ac¬ 
quiring the patent rights in India 
for a new process of manufacture of 
continuous Concrete Pipe lines. 
This process is considered ideally 
suited for laying of irrigation pipe 
lines and storm water drains. The 
No-Joint Concrete Pipe Co of Yuha 
City, California, USA, which has 
invented this process and with which 
the Company has already concluded 
negotiations for collaboration, has 
agreed to the sale of its patents 
right in India to the Company and 
to provide technical assistance for 
exploitation of the patents for a 
period of 10 years. 

As the Company has not achieved 
success in its export drive because 
of heavy transport cost, it is con¬ 
sidering proposab for establishii^ 
Hume Pipe manufacturing plants 
abroad, and negotiations are in pro¬ 
gress with the Indian and Libyan 
Governments for permission to esta¬ 
blish a RCC Pipe factory in Libya. 


Cmiw» Wwvkalivfw , j 

<|ucoiiiit!i of Canara W«rkr 
ahoiM for the year ended 
March 31, 1963 show that there has 
been a sizable increase in the sales 
of ^ings, etc, from Rs 64.15 lakhs 
to Rs 83.19 lakhs, i e, by about 30 
per cent. Gross profits have im¬ 
proved by 24 per cent from Ri 
29.10 lakhs to R.s 37.11 lakhs. Yet 
the net profit is only marginally 
higher by 6.2 per cent at Rs 8.91 
lakhs. Stores and materials, sales 
commissions, interest charges and 
SPT provision have all gone up 
considerably affecting the profits. 
A taxable dividend of Rs 2 per 
share of Rs 10 has been maintamed 
to absorb Rs 5.56 lakhs. 

The Directors state that produc¬ 
tion has been considerably hamper¬ 
ed during the year by the irregular 
supply of steel. Bo^ the Manga¬ 
lore and Nagpur factories of the 
Company ran short of materials and 
could not therefore maintain capa¬ 
city production. Issue of import 
licences was restricted, and where 
licences were issued they were on 
countries where prices were relative¬ 
ly higher and so manufacturing 
costs have gone up. The import duty 
of 10 per cent now levied will add 
to the costs further in future 

The Company is making progress 
in the installation of machinery in 
its Alloy Steel Division, and hopes 
to get full power supply from My¬ 
sore State Electricity Board from 
April next year. Spring steel is 
now largely imported and when this 
division goes into full production, 
it may he expected to save foreign 
exchange of the order of ,.Rs 80 
lakhs. The Chairman of the Com¬ 
pany, Mr V S Kudva, is therefore 
insisting on getting an adequate 
supply of power and that at the 
earliest. He suggests the installa¬ 
tion of additional transformers by 
the State Electricity Board. The 
plant of the Company is so designed 
as to treble its capacity and thereby 
reduce foreign iniports by nearly 
Rs 2.5 crores. The Company has 
collaboration with Concast of Ziiiich 
(Switzerland) in adopting the latest 
process introduced m India for con¬ 
verting molten steel into billets. 
Negotiations are in progress for 
collaboration for a period of 3 years 
with a Japanese steel ’manufacturer, 
Sumitomo Metal Industries Ltd of 
Cfeaka, tp enable the Company to 
manufuilture a high quality steel. 
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A TASK 
FOR 
FLYING 
FINGERS 


In the coobchtan.mountaNn ate. 
the t«la eatrdens of Assam 
soresd out hke west, green 
carpets With lightning 
speed, the cheerful tea 
pickers pluck the tender 
tea-tips as soon as they grow 
Only young leaves wilt do foi 
processing. People like 
these busy workers are the 
real people of the country — 
industrious, happy, with faith 
•n the progress of new India... 
a progress m which we st 
the State Bank of India are 
proud to play our part by 
serving the nation through 
our network of branches 
throuohouf the land 
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*1^161, c&H Jloae markrt turned 

7 .aibi|igeQt 6ir TtH»^ last with 
th«''i‘«te ,tiniag per ^nt. Till 

. c|«»*tt4 *' W< ali^ Buw^ of 

|uB^ had w«ll itast^ed and 
hi^tibwefs ;w«re able to get tibeit 
. htginremetits' without 'difficulty at 2 
jiw cent. Ota Tuesday ■ there ves ta 
sudden surge of deinand — probat*,- 
ly Ott acccftint of subsciiptions to 
due Bonds of the hBihara^tra State 
Eiutfbtial Corporation and the- 
MabarashtrA , Industrial, Develop¬ 
ment Corporation which tvere offer¬ 
ed for a total of Rs 4,50 crores — 
w^ch caused gentle stringtatoy and 
that ,put up the rat^ to 2.5 per cent 
at which' level it cootitiues. 

During the week ended Noveniber 

8 there was a fail -in the agn^ate 
deposits of scheduled banka oy Rs 
9.35 crores (of which demand de¬ 
posits' accounted tor Rs 9.21 crores)’ 
and a rise. in batik credit by Rs 
8.61, crores. The banks, however, 
met the larger demand for funds 
with ease by withdrawing Rs 17.15 
crores from their balances with the 
Reserve Bank and reducing their in¬ 
vestments by Rs 3.38 crores and 
did not fesort to borrowing from 
the Reserve Bank at all. On the 
Contrary, they reduced their bor¬ 
rowings by Rs 1.79 erodes to Rs.61 
lakhs. Moneys lent at call showedj^ 
rise of Rs 1.37 to Rs 65.69 crores 
during the week, but the call rate 
was not affected. 

During the next week, ended 
November 15, scheduled batiks re¬ 
plenished their balance with the 
Reserve Bank to the extent of Rs 
17.72 crores while their borrowings 
from the Reserve Bank went up by 
only Rs 1.93 crores. This shows 
that at least' up to November 15, 
die banks’ resource position was 
quite comfortable and there were 
no hints of a tightness in the money 
market. Tn view of this it seems 
likely that this week’s stringency 
may be just temporary and may 
not Indicate scarcity oi funds. The 
busy season d^and for credit is" 
yet to pick up, and the resource 
position of the banks remains quite 
comfortable.' This’ is not to suggesL 
.howeVef, that call mon^ rate will 
get depressed; demand for credit is 
bound to rise in the coming vmks 
as crop movement gathers ten^m. 

Call loan rates in Calcutta, which 
gonerally remain higher than in 


per cbot at the and ql lailtt weak 
? dipped down alinoat every day 
,1 during this week and touchra 0.75 
per cant on Wednesday. 

d! The rise in fhe call money rate' 
it in Bombay was followed by a hiigh- 
2 tir Treasury Bills diacount rate, 
a Clffers were only Re 2 crores against 
])- Rs 2 crores invited and the discount 
b ‘ rate rose from 2.300 to 2i318 per 
te cant. Intermediates sold between 
le- November 13 and ‘ November 16 
}- amounted to 2,635 crores as against 
r- ' R« 45 lakhs in the - previous week. 

^ Active notes went iq* by Rs 6B5 
^ eroTOs during the week ended Nov¬ 
ember,15 as against Rs 35.77 crores 
in the previous week. This involved 
an additional notA issue of Rs 4.75 


fUltm u Jy , kuoM '^''balance of'^'2JlO vrottw; 

i^;totadbs# 41 hawg-^ihaoa met by the Baidung 


Depaitraent from its till. As* a coiv- 
sequenoe ^Rupeb aacurities in the 
Issue Department have been inffat-' 
ed by Ra 5 crores. 11118 eqvers a 
smtll d^dAtion of Rs 25 lakhs in 
rupee coins. 

DeposRa of both Central and 
State Crovernments have gOne up by 
an aggregate of Rs 7.56 crores and, 
their borrowings have come down 
.by Rs 12,59 crores. Deposits of 
scheduled banks have risen -by Rs 
17.72 crotes:' their hoifbwing* ai'ft 
also up by Rs 1.93 crores. Foreign 
balances have improved by As 1.33 
crores. A rise in total deposit^' and 
a fall in the advances of the Bank 
have resulted in a substantial rise 
of Rs 44.30 crores in its invest¬ 
ments. 
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CUftlttMT STATIttICS 


BANKING ACIUSNS 

(Rs cr«Ttt) 

Riaaerve Bank Nov IS Nov 8 Oct 18 Nov 16, 

*62 


1 

Note circulation 

228$,54 

2279.69 

2261.31 

2077.26 

2 

Rupee coin 

118.35 

118.60 

120.42 

121 97 

3 

Deposits 

(a) Centra) Govt 

5a 75 

49.39 

48.90 

60 77 


(b) Other Govts 

20.5J 

14,35 

11 01 

7.06 


(c) Banks 

97.59 

79.69 

83.89 

92 89 


(d) Others 

164.23 

164.38 

163.06 

162.36 

4 

Foreign securities 

92 46 

92.46 

92.46 

88.08 

5 

Balance abroad 

9 28 

7.95 

8.00 

5.14 

6 

Rupee securities 

1969.31 

1964.31 

1954.31 

1763.29 

7 

Investments 

263.53 

21923 

173.00 

194.12 

8 

Loans and advances 

to Govts 

54 53 

67.12 

83.31 

43.79 

9 

Other loans and 
advances 

142.80 

138.14 

146.68 

148.97 

Scheduied Banks 

Nov 8 

Nov I 

Oct 11 

Nov 9 , 


•62 


1 Aggregate 

Depoeiu (net) 2233.33 2242.68 2214.31 2049 91 

Demand (net) 977 92 986.73 963.78 812.71 

Time (net) 1255 81 1255.95 1250.52 1237 20 

2 Caih in hand 56.04 56.57 57 93 50 32 

3 Balance with 

Reierve Bank 80.64 97.79 87 16 77.04 

4 (2) + (3) a* % 

of (1) 6 12 6 88 6.95 6 21 

5 Boirowingi from 

Reaerve Bank 0 61 2.40 1 93 3.98 

(a) Against usance 

bills and/or pro¬ 
missory notes — — — 2 32 

(b) Others 0.61 2.40 1.93 1.66 

6 Advances 1239.85 1234.43 1240.81 1171.05 


(a) State Bank 

235.93 

236.84 

235 44 

240.90 

(b) Others 

1003.92 

997.59 

1005,37 

930.15 

7 Bills discounted 





(a) Inland 

178.98 

177.16 

174 65 

163 73 

(b) Foreign 

57.60 

56 24 

55.70 

53,47 

(c) Total 

236.58 

233.40 

230.35 

217.20 

(i) State Bank 17 97 

16.90 

15 55 

17.02 

(ii) Others 

218.61 

216 50 

214 80 

200.18 

8 (6) + (7) as % 
of (1) 

9 Investment in 

66.11 

65 45 

66.44 

67 72 

Govt securities 

773.37 

776.75 

758.45 

684 27 

10 (9) as % of (1) 34.63 

34 63 

34 25 

33 38 

Bombay Money Rates 


{Par cent per annum) 




Nov 8 Novi Oct 11 Nov 9,’62 

Gall money 
from Banks 

Deposiu 

1.66 

1.98 

3.00 

2.30 

3.00 

3.77 

,3.00 

Seven days 

3,00 

Three moodu 

»- 

-r~ 

3.50 


Six months 

3.75 

3.75 

3 75 

3.75 


INDEX NUMBER OF WHOLESALE PRICES 


{Btae : 1952-53 = 100) 

WEEK ENDING 


Group and Sub-srtnv 

1910.63 12.10,63 21.9.63 : 

20,10.62 

Food ArUdes 

1S9.4 

189.0 

189« 

129.0 

Cereals 

119A 

118.8 

117,6 

108.2 

Pulses 

113.8 

113.0 

111.2 

116.4 

Fruits ft Vegetables 

120.4 

118.6 

U1.6 

124.3 

MUk ft Ghee 

131.9 

129.5 

126.2 

123.6 

Edible Oils 

151.3 

151.7 

154,2 

156.5 

Flsb, Eggs ft Meat 

147.7 

145.9 

160.5 

148.2 

Sugar ft Our 

210.6 

213.3 

220.4 

169.4 

Others 

176 9 

178.4 

182.7 

169.1 

Ltquor ft Tobacco 

119.9 

119.9 

118,9 

100.6 

Tobacco 

Fuel, Power, I4ght ft 
Lubricants 

117.1 

117.1 

115.8 

07.0 

lS9il 

180,8 

189.9 

m.e 

Indiistiisl Raw 





Materials 

188.1 

188.9 

140.1 

188.9 

Fibres 

1314 

131.1 

132.0 

129.0 

Oilseeds 

154.4 

1673 

160.0 

158.2 

Minerals 

91.6 

91.6 

91.6 

93.4 

Others 

123.1 

122.4 

1213 

124.4 

Manufactures 

180.9 

181.1 

1813 

129.2 

Intennedlale Products 

188.7 

188.8 

189.8 

144.9 

Finished Products 

129.6 

129.8 

129.8 

126.6 

Textiles 

127.7 

127.9 

128.0 

124 6 

Cotton 

135.6 

136.5 

135 9 

129.6 

Jute 

101.0 

102 3 

1013 

105.8 

Woollen 

156 6 

156.6 

156.6 

141.3 

Silk ft Rayon 

137.3 

137.3 

137.5 

135.3 

Metal Products 

163.7 

163 7 

163.7 

161.0 

Chemicals 

117.8 

117.6 

117.2 

117 6 

Oil Cakes 

163.8 

164.1 

165.6 

168.9 

Machinery ft Transport 





equipment 

124 3 

124.3 

123 9 

117.4 

Others 

128 4 

128.4 

128.6 

125.1 

AH Commodities 

186.8 

186.8 

ise.s 

129.8 

JUTE 


Production, Stocks and Despatches of Gunnies 

(’000 Metric Tons) 


July ’62- 



July ’63 

June ’63 

June ’63 

July ’62 

Production 

Hessian 

45 8 

41 5 

514 9 

41.2 

Sacking 

43 0 

40 0 

531 8 

47 7 

Carpet backing 

82 

74 

64 8 

4 1 

Others 

11.9 

11 4 

106 7 

105 

Total 

108 9 

100 3 

1218 2 

103 5 

Equivalent consump^ 

tton in lakh bale*! 

6 20 

5 68 

69 55 

5 88 

Stocks 

Hessian 

32 5 

32.4 

_ 

26 I 

Sacking 

52.9 

47 2 

_ 

46 1 

Carpet backing 

8.3 

62 

_ 

2 7 

Others 

10 3 

10.4 

_ 

n 4 

Total 

104.0 

96.2 

— 

86 3 

Despulche* * 

Heseian 

4.5 9 

41 8 

511.5 

40 0 

Sacking 

36 8 

37 9 

519 2 

40 7 

Carpet backing 

62 

65 

61 2 

3.9 

Others 

11 6 

12.6 

103.3 

12 1 

Total 

100.5 

99 0 

1195.2 

96 7 


IJMA Purchases of Raw Jute 

(’000 Bales) 

From India 3,74 1,95 67.71 3.32 

From PakisUn 5 30 2,36 24 

* Includes despatches fM exports and Internal consumption 
Source: Indian Jute Kfilk Association, Calcutta. 



C»mwm Goodi 
potton Tenitea (Cbth) 
v«get»b]« Oil fWdttcU 
SMgar f 

Sewing Maehmeg 
Electric FsMte 

B«w Materfeln and 

Ofaemicalg 


Mn mctefi 
’000 Qttihtele 
, ’000 tonnet 
*000 tu>^ 
•000 

Intermediat 


363.9 

331.0 


Sulphuric Acid 

'000 tonma 

43.8 

Caustic Soda 

’000 tonnes 

10 1 

Soda Ash 

*000 tonnes 


Coal 

’000 tonnes / 

5696 

J ute Manufactures 

’000 tonnes 

105.4 

Non-ferrous metals 

Copper 

Tonnes 

823.0 

Aluminium 

Tonnes 

4223 

Lead 

Tonnes 


Paints and Vamishee 

’000 Kgs 

4600 

Iron and Steel 

Pig lion 

'000 tonnes 

571.2 

Steel Ingots and 

Castings 

'000 tonnes 

498 7 

Semi-finished Steel 

'OOO lonnea 

88.0 

Finished Steel 


347.3 

Capital Goods 



Machine Tools 

Value Rs ’000 

112,95 

Diesel Engines 

Units 


Electric Motors 

’000 H P 


Power Transformers 

’000 KVA 


* In million yds. 

- 



Mar 


JM 

Apr 

1 


•63 

*63 

•63 

•62 

1962 

1961 

368.6 

337.1 

374.7 

378:« 

373.4 

391.2 

3388 

324.6 

339.6 

299,1 

.307.9 

282.2 

3048 

♦«,3 

570 7 

35^1^ 



238 

238 

23.3 

27^' 

28.7 

25.6 

109.9 

1008 

97.7 

100.4 

94.5 

89.3 

43,3 

37.3 

44.4 

35:0 

99.0 

35.2 

10.6 

9.8 

12.2 

9.5 

10.3 

10.0 

23.5 

18.2 

22.5 

19.1 

18.6 

14.7 

3806 

5643 

5844 

4997 

5129 

4675 

104.5 ' 

94.4 

103.1 

95,5 

98.4 

80.9 

mo 

750.0 

436 0 

V 5.0 

813.1 

728.8 

4513 

4138 

4688 

1717' 

2930 

1325.7 

493 6 

254.0 

382.0 

237.5 

237.4 

305,4 

4700 

4600 

4525 

5300 

5342 

4924 

579.7 

528.2 

570.2 

441.3 

ifl * 

480.3 

4132 

539.4 

466.5 

512.8 

383.3 

429 1 

339.3 

105.0 

88.5 

104.0 

84.9 

90.5 

lOO.I 

395.7 

333.4 

352.3 

276.3 

316 6 

237 1 

126,95 

107,23 

116,63 

61,65 

69,47 

6342 

4968 

3882 

4271 

3164 

3596 

3707 

102.5 

251.8 

88.7 

186.8 

934 

243.9 

75.1 

201.9 

81.7 

1964 

69 4 
14917 


1936 


+* 2 . 2 * 

218.1 

10.9 

28.2 


12.3 

3.0 

6.4 

2990 

90.1 

578 

541.7 
189 

3132 

137.0 

131.7 
112.3 
lOl.O 

1001 

1009 

29.9 

76.6 


Source i Central Statiitical Organisation, Government of India, Calcutta. 


Electricity Generation and Distribution 


Electncity 

generated 

{Million kwh) 

July ’63 June ’63 

2116 8 1992 1 

July '62 

1612 1 

1962-63 

22093.7 

Electricity sold 

1745 5 

1648 5 

1536 6 

18276,3 

Domestic 

consumption 

156 5 

146 2 

156.2 

1792.2 

Commercial light 

and small power 95 1 

84.4 

105 9 

11109 

Industrial power 

1253.1 

1186 7 

1075.7 

13014.9 

Public lighting 

20 8 

19.5 

2,0 6 l .. 

252.7 

Irrigation 

106 7 

104.9 

82'7 

917 2 

MffiCellaneous 

113 4 

106 6 

.95 6 

1488.5 

Source : Central 

Water and 

Power 

Commiisid^^ 

1 


Foreign Trade df India 

Merchandiae Value 
(i?s Lukhs) 



Aug '63 

July '63 

Aug ’62 

1962-63 

Exports 

65,90 

63,19 

61,46 

699,48 

Imports 

81,60 

89,54 

80,84 

1099,58 

Balance of 
trade 

— 15,60 

—26,35 

— 19,38 

— 310,10 


Source i Department of Commercial Intelligence and Statia- 
tlcs, Miniatry of Commerce and Industry. 


Worici^ data Coat of LIvfaia Index 

{Bast adjtuud to 1949= 100)* 


Ahmedabad 
Bangalore 
Bombay 
Calcutta 
Delhi 
Cauhati 
Ht^erabad 
Jabalpur 
J^ehedpur 
Kamjur 
Means 
Nagpur 
Ali-lmha 
Source i 


Aug ’63 July ’63 


146 

134 

109 

141 


131 

144 

136 


146 

133 

III 

435 


151 

143 


Aug *62 
124 
134 
148 
123 
134 
112 
144 
133 
130 
111 
151 
133 
133 




Labour Bureau, Government of India. 


1962^3 

121 

154 

145 

121 

ISO 

112 

142 

133 

110 

106 

150 

133 

181 


Employment Excbannea 

{In *000) 



Aug ’63 

July '63 

Aug ’62 

1962 

No of employment 




(Total) 

exchanges t 

No of registrations 

No of vacancies 

350 

371.4 

350 

466.2 

342 

356.4 

342 

3844.9 

notified ,8] j 

No of applicants placed 

77 8 

63 5 

790.4 

in employment 

No of applicants on 

47.2 

45.3 

40.1 

458.1 

live registers t 

2737.6 

2743 8 

2211.5 

2379.5 


t At the end of the period. 

Source! Ministry of Labour and Employment. 
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lobn P 

taneous and ifftmediate reaction of a iworld atrioh^ illddii 

grief at tbe tragic news of Preaident KeanedVa aasawiMttioit tfsa^ 
that be had died as a martjT and joined the ranks .of tibe fi»iii^MtEl|' 
of modem tithes with Mahatma Gandhi and Abraham LtBfiohl. filji 
is the abiding image that Kennedy is perha^ destined tt^ 'leatfB 
in history, whatever may be the findings of tho F B 1 about his Matah 
sination and the assassin’s motivation. Ihat his fa^t visit t0 $0^. 
wag not to win over the revolting or recafcitraiA meinbefa of Ids own . 
Demoaatic party to the cause of de-aegregation ,dr to gain active 
support for the bill on civil rights to dtuuie equal rrgida' for all 
Americans, irrespective of race or colour, a bill which has been befotHf 
the Congress for the last six months and the passage of which in a 
substantially hitact form is far from assured, has bad little impact tMp 
those, both in the United State^ and outside, vdio had been wato|tiin 
with admiration Kennedy’s courageous campaign for Negro 
their number is legiOln. To them, Kennedy appears as a victim -of ^ 
blood-thirsty stupidity, black hatred and the darkest pasaions 
poison human relationships and make a mockery of tne AiiBiMn|n 
Constitution. fKi|t' 

About the purpose of his last visit to Dallas, where the aiMaw^ 
bullet put an e^d to his life, there is no room for doubt. It was ifi 
pursuit of re-election for a second-ferm that President Kennedy w*a 
visiting Florida and Texas, to win such support as he might be.nhlo 
to rally. Hie other Southern States he bad come -to accept Ss lost to 
him because of the civil rights issue. The speech to be delivemd at 
■ Dallas, which he vetted but which he did not live to deliver, was, 
frankly Kn election speech.. It was in defence of his poli;^ wldefti . 
had led the U S from strength to strength, more thajpovercoma 
America’s deficiencies in nuclear weapons, built up America's militaTy 
might and worldwide system of security and advanced her on 
ectynomic front. 

The question of civil rights was touched on|y incidentally in the 
following paragraph of the .official text ipi^esed after his deatil <’ 

“ Finally, it should be clear by now that a juttiM. can be no atntonr 
abroad than tire is at home. Only an AflU By which pnetifoo wnaA 
it preaches about equal rights and social jiMm^^Viil be rpspectpd Jby 
those whose choice affects our future ” , „ te 

That the purpose of his..vi«t to Dallas was not primtrily 
support for his civil rights bill does not mean, however, that Kerawiy' 
was willing to play down his commitment to the latter. He had heguit' 
on a soft key^and tried gentle persuasion on the whites through vdluo^ 
tary agreeincfitt for de-segregatich). tndeed. he had been so cautio^ 
and si()W m moving that some of his critics had come to doubt t^etbnr' 
hn.Waa at all going to bring in the civil rights lag»latiOn whiidi,ba ihfd 
mentioned in his Megsaae to the Congress. Indeed^ aBjjptica. had«^,|||l^ 
railed him for nm puling ahyad wfth hhi^hWr'E^^lg 

weak position ini^the Congress, aml.his depgd^iiRce on votes or SwtilHnl 
Dentoorata, most of whom are rutild segnsdSttp^jgkR. Tral 


, But the CpticB were 
Mimm- ^ movement ageiW 
^im^atkui M bow steadily gmo* 
iim ntosneiittmi. And tliougfa he 
mew’ thAt legislation alone cottfd 
not -solve the problem, he brought 
in the bill when Negro demoOstoa- 
tioits and rqnrisali by wWtes 
made it miperative that die fight 
for equality be transferred from 
the streets to the legislature. Ame¬ 
rican conscience has been deeply 
stirred. De-segregation has become 
a moral issue. But it has also ag¬ 
gravated race-hatred, not perhaps 
ail over the South but in pockets, 
which finds expression in outbursts 
«f violence and desperation. 

It is by no means certain, how¬ 
ever, that the assassin who took 
his life did so as a fancied reprisal 
against Kennedy for what he had 
been doing as President to win 
equality for the Negroes. Kenne¬ 
dy’s martyrdom to the cause of 
yacial. equality may, therefore, be 


tnic problems of (he day the train¬ 
ed uMelligORe^ ^ economilhi 
social scientiftS. the new frdnttm' 
which he sought to tmeti ‘api was 
i'nformed and inspired by a brainS 
trust, the like of which had never 
been got together by ^iny political 
leader in modern times. Resident 
Johnson hits committed himself to 


gempe wbio)' Ken%»d](.-had 'NmIIIIP^ 
to hetr# <iti his ttisks vdll eomtrc, 
however* is problematic. Not so, 
perhaps, the movement of iq^rit 
Wid' 'the etirr^ of 
conscience. 


Companies Act Amenilttieiit 


^HK Bill to amend the Companies 
Act raises more hopes than it is 
designed or destined to fulfil. Its 
main purpose is to deal with, and, if 
ptissible, prevent, the kind of abuses 
that were documented by the Vivian 
Bose enquiry I'nto certain Dalmia 
Jain companies To that end, the 
Bill provides for the creation of a 
tribunal which would, it appears, 
take over most of the functions of 
the normal judicial machinery m 
relation to company aifairs. The 


assume an importance parallel to 
that possessed by the induatrial la¬ 
bour tribunals—and take on such 
undesirable features as long delgp 
and perpetual disputes which wotfni 
disrupt company management. If, 
as is more likely, the Government 
makes use of the tribunal’s advice 
only rarely, the tribunal would be 
a sort of buffer to protect the Gov¬ 
ernment against public criticism. A 
better solution would have beetn to 
vest the powers of the proposed 


a myth but that is how most peo¬ 
ple ib India have come to regard 
it. And however illogical or un¬ 
founded in fact it may be, that is 
the image of Kennedy which is 
bkely to go down fn history—of 
a fighter for freedom, a man of 
deep convictions and of intrepid 
Courage. 

Not that Kennedy's contributions 
to worJd peace are ally the less. No 
one had trained himself more assi¬ 
duously for Presidentship than 
Kenhedy. True, fortune had favo¬ 
ured him, but he had exerted him¬ 
self to the utmost to make the best 
of his opportunities and he has left 
his impact on America and the 
world, Mot as a starry-eyed visiona¬ 
ry or unpractical idealist, but as a 
politician-statesman who sought to 
mould things his own way, work¬ 
ing as much on the minds of men 
as on the party machine which 
runs the Government of his coun¬ 
try. He had pushed the world to 
tha brink of disaster by ordering 
the naval blockade of Cuba and 
turned that crisis to his own ad¬ 
vantage and the advantage of the 
world, by effecting a detente in the 
cold lyar and a relaxation of tension 
pin-pointed by the limited agree¬ 
ment for the banning of nuclear 
tests. 

Aa President, another of his out- 


tribunal would have, besides, the 
power to recommend to the Gov¬ 
ernment the removal of top mana¬ 
gerial personnel from office for 
fraud, misfeasance, negligence, de¬ 
fault, breach of trust, disregard of 
prudent commercial practices and 
actions prejudicial to public inte¬ 
rest. The provision to remove 
senior management personnel on 
grounds of “public interest” is be¬ 
ing incorporated in the Companies 
Art for the first time In effect, 
the Government, acting on the 
commendation of the proposed tri¬ 
bunal. would have roughly the 
same powers to remove top mana¬ 
gerial personnel of companies as 
the Re.serve Bank possesses in re¬ 
lation to scheduled banks 

All this i.s fine It confirms the 
great faith that Government and 
Parliament have in the effective¬ 
ness and impartiality of judicial 
bodies out-ide the regular judicial 
machinery. The proposed company 
law tribunal will also have mem¬ 
bers with experience tn accountancy 
and company management Never¬ 
theless, the cynic may be pardoned 
if he refuses to be impressed by 
another attempt to hide, behind a 
new qua,si-judicial body, tfie un¬ 
willingness of the legislature to 
trust the executive and the inability 
of the executive to act even when 


tribunal in a new autonomous com¬ 
pany law board and to include in 
the board, as whole-time members, 
a judge or a lawyer ^cialising ih 
company affairs, and an accountant. 
Such a body would have been com¬ 
petent. independent and responsible. 

But the proposed Board of Com¬ 
pany Law Administration is neithei 
fish nor fowl. It will be subject W 
Government control in the exercise 
of its powers and discharge of its 
functions Unlike the former Com¬ 
pany Law Department, the Board 
will not have the power to make 
rules undei the Companies Act; its 
procedures “shall be such as may 
be prescribed” Though not speci¬ 
fied in the Bill, its Chairman will 
probably be an Additional Secretary 
and would, therefore, take direction 
from ihg Ministry through the Se¬ 
cretary. The Board might not also 
be given jurisdiction over such 
allied matters as stock exchanges 
and capital issues. What then has 
been achieved by abolishing the 
former department’ 

Two other main features of the 

bill are; - 

(ij the power .conferred on Go¬ 
vernment to convert loaha,given by 
it or a specified institutwn into 
shares on reasonable teMisJ and, 


8iandJ^|achievements was to bring it can. If the tribunal really turns (ii) the obllgatiod o/'trustees to 
Wr on the political and econo- out to be tftv Active body, it will declare their baqnficiaU Wnwship 


au!ee<fti^ 1 lalch io shu<4 mainly affe<^ the stee} com- lice at ^truatifying’ the income 

4 cotc^^y and me power of the hut die ,iatter pnAd' wealth of rich individuala. The 

Government to take over the vothtg^ «ioh hi greater aignificaooei It ft new Sections 1S3A and ]87B deal- 

rights of the trustees. a io^ng over-due move to uncover ing ivith trust holdings are perhaps 

the true extent of henami ownership the most useful provisions in UK 

The conversion of loans into of shares and to restrict the prac- Bill. 

Trouble on the Farm 


I^HENEVEK the European Com¬ 
mon Market reaches a phase of 
eoonomic stress, particularly .a dep* 
mst^n in stctivity, ail the competi¬ 
tive tensions among the partners 
and betwen the Six mid the rest of 

t ie world become sharper. The lat- 
t crisis, the appearance of the re¬ 
current problem of integrating 
the agriculture of the Six, is parti¬ 
cularly significant because it has 
prompte.d one member, France, to 
hint that if a satisfactory solution is 
not found, she will be prepared to 
leave the Common Market. Given 
the present level of industrial and 
economic integration, the threat need 
not be taken too seriously imme¬ 
diately, but that it was issued shows 
the seriousness of the crisis. In 105<(, 
,it will be remembered. West Ger- 
nia'ny flouted the high authority on 
coal prices, but without taking the 
disagreement anywhere near so fai. 
Now, with industrial activity a 
little slack (this tune, steel is grum¬ 
bling about ‘unfair competition’), 
agriculture has become the focal 
point of tile comyietitiotr for reduc¬ 
ed markets. 

The failure of the British attemp. 
to enter the Common Market lias 
left the Anglo-Saxons with only the 
late President Kennedy’s proposals 
lor a general tariff reduction, to be 
ronsidered next summer, as a way 
of permitting British and American 
business to compete in the European 
market (see “France's Way”, The 
Eeonomir Weekly, Septembei 23, 
1963). The Ken'nedy talks will also 
partly be directed at securing entry 
to the new high-income European 
market for American surplus agri¬ 
cultural production — the chicken- 
war provided a foretaste of this 
attempt. Until recently, the E C M 
provided no united front against 
this challenge (agricultural integra- 
tMm was to be staggered over the 
years until ]970> and the widely 
differing fawning conditions 
amongst the Six provided an excel¬ 


lent foothold for the Anglo-Saxon 
assault. Ail this would not matter 
if all the Six were booming, and if 
the French had not already design¬ 
ed a Europe that would be, not eo 
'much pan of an Atlantic alliance 
with the United States, but sove¬ 
reign and equal, a ‘third force' in 
the world 

Consequently, the French have 
been pressing hard for the integra¬ 
tion of some key agricultural com¬ 
modities before the Kennedy negotia¬ 
tions begin, pressure that reflects 
France’s position of relative agricul¬ 
tural strength vis-a-vis her European 
neighbours. West Cennany, on the 
other hand, with a higher-cosi agri¬ 
culture, with a farming vote of 
roughly four millions that could be 
turned against the Christian Democ¬ 
rats in the 1%,5 elections. but 
with, under new Chancellor Erhard, 
an allegedly greater sympathy with 
the United States. Ls in an impos¬ 
sible quandary. On the one hand, 
the German farmers’ union a.^serts 
that any lowering of German agri¬ 
cultural prices is unthinkable, so 
at once rejecting European integra¬ 
tion of agikulture at price.s below 
those ruling in West Germany and 
barring American rompelition in 
the German market. On the other 
hand, to accept integration is to 
embiace the Gaullist visuin of a 
self-sufficient Euiojje and reject the 
American conception of an Atlantic 
alliance. But to keep the door open 
until next summer's Kennedy round 
is to iisk France carrying out her 
threats. The Germans are not unit¬ 
ed e\'eii m doubt — Adenaiiei and 
von Bre.ritano (Christian Democrat 
Bundestag leader I have publicly 
supported the farmers, and in Brus¬ 
sels, the Germans have recently 
asked for barriers to keep out their 
Common Market partners’ eggs and 
poultry. Others (not least, German 
industriaUsts with an eye on the 
growing pressure of wages) favour 
a -liberal solution to eliminate high- 


cost farming in Europe «v«n if it 
will cost the German .£xche({U 4 r an 
estimated DM 1,000 tniljhmi in 
short-term compensation to Garigan 
farmers (in addition to fumfe receiv¬ 
ed from the E C M common pool) - 
Even the farmers are more prag¬ 
matic than might at first seem-^ 
the united farmers’ organiaatioa of 
Europe, Copa, meeting reoei»tly in 
Strasbourg, tended to favour ^ 
Caullist solution: proteotionimn fint 
also integration for European agri¬ 
culture. 

All this, of course, still leaves ihe 
alUimportant detail unsettled. One 
step towards clarifying that detail 
has been the recently published 
European Commission aehenM -ft 
Dr Mansholt covering grains 
This proposes crash at^ion to isitta* 
rate grains not by 1970 but by July 
1, 19^, giving price advantagu hn 
wheat to the French and Duldh, 
and almost {lerraanent sulwtdiee to 
the Germans except on barley 
wiiere they have lower prices. Fvir- 
thcr, Mansholt would protect sonm 
horticultural produce, but agree to 
freese general price support, pend¬ 
ing world agreement once every 
tliree years. The concession to die 
world also taunts America with ao* 
having stabilised her own support 
policy in a similar way. 

Next month at a marathon ses¬ 
sion. the F, ('. M Council of Min- 
islerv will try to formulate a way 
through the conHirting demands. 
The sliapr of what is decided wifi 
determine the efficacy of the Ken¬ 
nedy talks next summer — the eco¬ 
nomic climate being what it is 
at present, it i.s likely that an in¬ 
dependent Europe, whether ejcjMress- 
ed in the grandiose form of Gaul- 
lism or the more prosaic but face- 
saving scheme of Mansholt, will en¬ 
sure that at least in agriculture, the 
Erliard ideal of a ‘free market eco¬ 
nomy’ will remain strictly non-Opd- 
rative. 
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- After Kmn9dy 

A Cthrrespondent writes from 

WashinKton ; 

WITH the sudden and tragic end 
of the Kennedy era, all cal¬ 
culations regarding next year’s Pire- 
sidential election are upset. Despite 
the-opposition to his policies, espe¬ 
cially on civil rights, in the Cot- 
gross and in the Southern States 
no one very seriously doubted Ken¬ 
nedy’s re-election for another term- 
<>rtainly, there was no quertion 
about the Democratic nominee. 
Now, with just a few months for 
the primaries and the party con¬ 
vention, there is hardly any titrte 
, for new leadership to emerge. In 
the established ranks of the Demo¬ 
cratic party and among those who 
figured jn the nomination contest 
in 19W, Lyndon JohiisOn will have 
t^ immense advantage of being 
Ihekideiit, His Presidential per- 
stmality is yet to emerge and much, 
of course, would depend on what 
he makes of the year ahead. As 
deputy to a forceful aVid dynamic 
n-esident, he has been understand¬ 
ably Very much the “forgotten 
man”. The example of President 
Truman suggests itself almost auto¬ 
matically, but one has also to re¬ 
member that the gteat Roosevelt 
died barely four months after his 
fourth ■ inauguration, ’ leaving Tru¬ 
man with abnoet an entire term to 
estaUiah himself with the electo¬ 
rate. Johnson has not that much 
time. History, however, is on his 
side; oiily two American Presidents 
seeking re-election have so far lost 
to newcomers- 

Whit the t»w President wiH 
make of his legacy/ of the “New 
■Frbhtief” ideology remains to be 
leen. i In the exciting contest of 
i960 Johnson was pictured as a 
conservative by conviction and a 
compromiser by temperament. One 
dripg aeema certain; the shock of 
Kthinedy’s assassination will linger 
and; in the brucial months to come, 
<iOach of dte American electorate 
n«H «8^ nostalgic memoytes of 
(ho- Kehofdy image, and possibly 
evBh of die Kennedy philosophy. 


This is an asset that could be nther 
exploited to great advantage or- 
completely lost by President, John- 
•son. For t^. Republicans too diis 
has some implications. It is likely 
to reduce me chances of Senator 
Goldwater. a radical conservative, 
and enhance those of Governor 
Rockefeller, more liberal than 
many Democrats. Until now the 
New York Goverhor’a prospects 
were considered dim because of 
two major hanchcaps. One of 
them, that he Is too much like 
Kennedy, could be turned to defi¬ 
nite advantage now- But the ques¬ 
tion remains whether thib will 
prove strong enough to counter¬ 
balance his personal image, tarni¬ 
shed not just by his divorce but 
more by his remarriage to a divorcee. 

Of the potential Presidential 
candidates hi the Republican camp, 
former Vice-President Nixon ap¬ 
pears the strongest. He has thus 
far denied — though not very 
vehemently — all intentions of 
joining the contest; but in the 
altered circumstances, it may not 
be very diflicult to persuade him to . 
change his mind. A middle-of-the- 
road politician—with an imppcra- 
ble marital record — he is closer to 
Goldwater than Rockefeller. And 
that means just the sort of “bal¬ 
ance” that would attract the votes 
of the less reactionary conserva¬ 
tives and the more reserved libe¬ 
rals — a numerically significant 
“middle class” in the electorate. 

Strange as it may seem, a cen¬ 
tury after the Emancipation Pro¬ 
clamation, the civil rights issue 
will probably play a more import¬ 
ant role next year than in any 
earlier Presidential election. Ken¬ 
nedy stressed the point that justice 
to the Negro is not a party but a 
national concern; but the men who 
aa^e to the Presidency hold very 
diflerent views on the subject. The 
views that matter most right now 
are, of course, those of President 
Johnson, a Southerner who was 
chosen as Kennedy’s running-mate 
three years ago principally in order 
to placate the South. What will 
this man from Texas nuke of the 


Civil Rights Bill, -initiated by hi* 
courageous predecessor? Will he 
work for its traiMforfiiatlM into 
law or Will he allow it to perish? 
Or again, wkh his talent m c<^- 
promise, will he perhaps pecmit^\ta 
dilution diat wohld reduce the- 
measure to a meani'ngless gesture? 
These are questions that- vhaUy 
affect the American negro; but 
they are being asked alto by peo¬ 
ple everywhere concerned wiA 
human dignity. 

Gold Control 

F. now appears that the Finance 

Minister is not after all in fa¬ 
vour of doing away with' the un¬ 
popular gold control^ That was the 
impression created when the scheme 
was modified soon after his ac¬ 
ceptance of ofiBce. In the Gold 
Control Bill, which he introduced in 
the Lok Sabha on Tuesday, he has 
asked for powers to secure declara¬ 
tion of gold ornaments m‘excess of 
a prescribed limit and thus to plug 
what was obviously the widest loop¬ 
hole in the scheme. 

If the principal objective of gold 
control was to check smuggling, the 
excluMon of ornaments from it'- 
scope was a serious lacuna since no 
risk would attach to the possession 
of smuggled gold once it was fa¬ 
shioned into ornaments, however 
crude. And when later- the new 
Finance' Minister amended the 
scheme to permit conversion of old 
jewellery into pure gold ornaments, 
the loophole was made so wide as 
to defeat the purpose of the scheme. 
Since the Government could not 
hope to keep a tab on the country's 
three lakh and more goldsmiths, 
there would be no way of ensuring 
that the now-legal manufacture of 
pure gold ornaments would be out 
of old jewellery only and not new 
(smuggled) gold. Mhrarji had let 
smuggled gold slip through provid 
ed it could be made into ornaments 
and T T K’g amendment facilitated 
sudh conversion. 
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should not have been invoked in tlic 
first instance, and, secondly, provided 
for closing, the gap he had earlier 
widened. The obvious criticism of 
this part of the Bill is that it will 
Kfr administratively impossible to 
ensure tliat ail ornament gold is de- 
elaied and to delect and punish all 
the giiifty. The validity of this crili- 
ciem' nevd not be questioned consi¬ 
dering that after almo.st a year of 
gold control only a fraction of the 
known siw'ks of non-ornament gold 
has been declared and that there has 
been little evidence of anv serious 
efforts to uneatth undeclared gold. If 
It has not been (lossihle to secure de¬ 
claration of non-ornament gold, 
how much more difficult is the task 
likely 10 be m regard to ornaments 
which are fai mote scattered? 


It it possible to argue, however, 
that Ici the purpose of checking 
.smuggling by increasing the risks 
involved, it IS not netestary to 
achieve u'niveruil declaration of 
either gold or oirurnents. All 
that is nciessary is that the autho¬ 
rities must liave the powei to seize 
undeclared gold in any form icAera 
It is deU'cted and to take action 
against the possessors This would he 
sulTuient to deter smuggling. 

But, apait fiorn checking smug¬ 
gling. gold (oritiol as conceived by 
Moiarji Desai al.so aimed at wean¬ 
ing people away from gold oi at 
least at reducing the demand foi 
gold by restricting orn.iinent.-. to Id- 
earat piiiily By fjermittiiig convei- 
sion of old jewellery into pute gold 
rrnameriis, T T K had struck at 
the very basis of this a.spect of gold 
control also The new Rill does not 
change this position. From this, can 
one conclude that the objective of 
checking smuggling is at last being 
separated from the more distant 
socio-economic objective tagged on 
to gold control by Morarji? With 
success in checking smuggling and 
the consequent rise in gold price, it 
is possible to argue, people would 
be forced to turn to gold of lower 
puiity or, in anv case, reduw their 
demand for gold 

If T T K does in fact take this 
view of gold control,, why has he 
■stopped short of scrapping altoge¬ 
ther thef 14-carat part of Morarji’s 
scheme which has only brought the 


More Powers for H B I 

TPHE impact of the Palai Bank 
crash on the banking world is 
not yet spent. The event itself is 
fading in public memory but the 
gaps it revealed in the banking 
system are being slowly plugged- 
The Banking Uws (Miscellaneous 
Provisions) Bill introduced in 
Parliament by the Finance Minister 
on Tuesday is the latest step in this 
direction. 

Instances are not rare of banks 
being dominated or controlled by 
one business group or the other. 
Such inter-locking of control per¬ 
sists, the provisions of the Banking 
Ccnipanies Act notwithstanding, as 
the examples cited by Dr R K 
Harari in these columns last week 
chow. The smaller the hank the 
greater the control and the greater 
the, risk of the depositors being tied 
to the foi tunes of favoured indivi¬ 
duals 01 (Oiicems. So long ns the 
going is good no one bothers, but 
when there is a crack-up depositors 
are left high and dry. 

The new Bill forbids a bank to 
grant unsecured loans or advances 
to 

(i) any of its directors; or 

(ii) firms or private companies 
which any of its directors i.s in¬ 


terested as partner or managing 
agent or guaiantoi or to individuals 
m cases where any of its directors 
Is a guarantor; or 

(ill) to any public company in 
which the chairman of the hoard 
of directors of the bank is interest¬ 
ed as chairman or managing direc¬ 
tor of the public company or as 
director or partner of the manag¬ 
ing agent of such company 

A hank is also forbidden to re¬ 
mit, without the prior approval of 
the Reserve Bank, any debt due to 
it by its directors or any firm or 
company in which its directors are 
interested or, again, any individual 
if any of the bank’s directors i-s his 
partner or guarantor. The Reserve 
Bank will also be empowered to 
nominate up to a maximum of five 
perso'ns as additional directors of a 
bank if in its opinion this is neces¬ 
sary in the interests of the bank 
and its depositors. 


The debate on nationalisaticdi of 
banks in the last session of Parlw- 
inent was dominated By the criti¬ 
cism that banks operate for the 

benefit of big industrial and 
commercial tycoons. This tend¬ 
ency is strengthened when the 
moneury authority pursues a policy 
of credit restriction. It is not only 
the political proponents of nationa- 
lisatiom who have drawn attention 
to this; it has been a persistent 
complaint among small business¬ 
men. The provision of Reserve Bank 
accommodation at concessional rales 
against banks' advances to small- 
scale industry does not appear to 
have helped much. 

Now at last the Ckwermnent 
seems to have realised that ba^ 
will not be coaxed into diverting 
funds to small customers at the 
expense of the big ones merely by 
the bait of concessional rates. The 
new Bill .expands the powers con¬ 
ferred on the Reserve Bank by 
Section 21 (21 of the Banking 
Companies Act. and empowers it to 
give directions to banks, either gene¬ 
rally or individually, on 

(i) the maximum amount of ad¬ 
vances which, having regard to ^e 
paid-up capital, reserves and de¬ 
posits of a bank and other relevant 
considerations, may be made ^ 
that bank to any company or indi¬ 
vidual ; 

(ill the maximum amount up to 
which, having regard to the above 
considerations, guarantees may be 
given by a hank on behalf of any 
company or individual- and 

(ill) 'the rate of mteiest and 
other terms and conditions on 
which advances may be made or 
guarantees given 

The new Bill also empowers the 
Reserve Bank to control the opera¬ 
tions of non-bankmg credit institu¬ 
tions and companies which accept 
de}X)sit.s. It has been felt that the 
Reserve Bank's credit curbs have 
to some extent fieen negativated by 
the practice of big commercial and 
industnal units aciepting deposits 
from the public. The subject has 
been aeitatinp hankers who feel 
that this practice has affected their 
own deposits — though no reliable 
estimates are available of the quan¬ 
tum of public deposits with epm- 
panies. Such deposits are now 
brought within the purview of the 
Reserve Bank’s control. This'is, an 
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'imiovWtson which extends the scope 
Credit cotttrol, though it may 
be argued that such dei>osits, being 
dirac^y linked to production u»u- 
ally, are likely to be leks inflatio* 
nary than bank credit. 


2,000- New bi^neu under this 
scheme during January 1962 to 
March 1963 ontounted to Rs 43.44 
crores (2.87 lakh policies). Besides 
the general scheme, the LIC also 
insures withput medical examina¬ 
tion certain special categories of 


, Were'' •(^awtjiai ^il'nytoae 

of otbifer priyato iMtttaajjee^ ctton. 
panics bt^ie natiowwaatloB, Morta¬ 
lity experience has” fanpriWted vast¬ 
ly since the twenties but premium 
rates are still practitsally” pegged at 
the old levels. 


i I C’* Progress 

WHILE the Lie’s new business 
continues to grow, its tale^ of 
growth shows d decline During 
^'nuary 1962 lo March 1963 — 
the latest accounting period com¬ 
prises 15 months owing to the 
change m the Corporation’s acco- 
unbng year from the calendar to 
the financial yeai — 'new business 
amounted to Rs 746 crores (17.68 
inWh pbliciesi Of thi.s. new busi¬ 
ness in the 12 months from April 
1962 to March 1963 was Rs 7(^ 
crores as against Rs 617 crores in 
1961-62 and Rs 498 crore.s in the 
calendar year 1960. Thus 'new busi¬ 
ness in 1962-63 was Rs 91 crores 
higher than in 1961-62 while in 
1961-62 it was Rs 119 crore-- more 
than in 19f»(J. 

The Lie's (ihuirman, .Shu B K 
Kaul, has expressed satisfaction at 
the fact that out of the 17 68 lakh 
new policies issued during the 15 
mo’nths, 12 22 lakhs or about 70 
per cent were issued lo persons 
who were insuring for the first 
time Similarly, as rnanv as two- 
fifths of the new policie.s and 
about one-third of the total sum 
assured were written in the rural 


persons. In all, the total non¬ 
medical business during the 15 
month period amounted to Ks 
155 67 crores (21 per cent of total) 
under 713 policies (40 per cent 
of total). 

The same success has not, unfor¬ 
tunately, attended the LlC’s efforts 
lo improve the quality of its busi¬ 
ness The rise m the lapse ratio 
over a period of years has been the 
object of serious concern and in 
his statement last year Shri Kaul 
had under.scored the “imperative 
necessity’’ to reduce lapse of poli¬ 
cies to the minimum and had held 
out the assurance that “the neces- 
'ary machinery has beefn set up to 
review the lapse position periodi¬ 
cally so that any adverse trend 
may be delected at an early stage 
and checked by taking suitable re- 
rnediui actwn without los.s of 
lime’’. 

The lising tiend of the lap.se ra¬ 
tio lia.s jXTsisted nevertheless, and 
in the period January 1962 to 
March 1963 the ratio was 8,1 per 
rent compared to 5.1 per cent in 
1958 'It IS difficult to assess the 
extent to which iriHationary condi¬ 
tions are undenmning the capacity 


The Lie h«s cottqileted a ptoli- 
minary investigation into the 
mortality of assured male Hvee and 
a, life table bgeed «n 'dbe expci|ri- 
ence in I96i of niiK of the Cdr- 
poration's major Head Units, 

accounting for about three-fourths 
of the entire business in force of 
all insurers prior to 'nationalisation, 
has been prepared According to 
the Chairman, the results of • this 
investigation have confirmed that 
there has been “considerable im¬ 
provement” in ‘ the mortality of as¬ 
sured lives since the publicatio'n of 
OnentaTs 1925-35 experience. 

Even while admitting this; Shri 
Kaul virtually rules out the pros¬ 
pect of a lowering of the LIC’s 
premium rates. He says 

“ As regards the mortality 
bases underlying the premium 
rates the same ran lie reviewed 
only when the low rates of mor¬ 
tality now being experienced 
are stabilised. This would be 
known only in 1966 when the re¬ 
sults of the detailed investigation 
into the mortality experience foi 
the years 1961-64 undertaken by 
the Corporation are expected to 
become available.” 


areas. These lacts indicate the 
LIC’s success in extending life in¬ 
surance to areas and people who 
had not hitherto lienefited from it. 

Two obstacles stand in the way 
of an even fastei expansion of life 
insurance in the lural areas. The 
first is the lark of facilities for col¬ 
lection of premia. The Corporation 
IS trying, with some success, to get 
post offices and Block Development 
Offices to do thift choie. The other 
difficulty in regard to niial busi¬ 
ness is the shortage of doctors to 
conduct . medical examinations. 
This oh.stdcfe has bec'n overcoini; 
to some extent by the extension of 
the LIC’s no'ti-medical scheme. 
Under this scheme, which now ex¬ 
tends throughout the country, 
medical examination is waived for 
persons within certain age groups 
provided the total insurance on 
theii lives does not exceed Rs 


of weak policy-holders to kee]j 
ihvir policies alive. Moie impor¬ 
tant than that perhaps is the fact 
that life insurance is being extend¬ 
ed to new sections of the population 
among whom the insurance habit 
i-. yet to take root. But to a gieat 
extern the high lapse ratio is also 
a lefleclio'n on the work of the 
I.IC's field staff It 18 well known 
that most of the new bu-siiiess is 
done by agents and field officers in 
a lush during the last quarter of 
the year in an attempt to fulfil 
targets and quotas, often with 
little atte'ntion to quality. 

Lower Premia vs Higher Bonus 

REVISION of the mortality 
table used by the IJC has been 
long over-due At its inception the 
Lie just lotA over the Oriental life 
tabic and set premia at a .Sat rate 
of one rupee below the rates quoted 
OP Ita basis, Even then these rates 


Even should the detailed investi¬ 
gation confirm the improvement 
m mortality experience, as it al¬ 
most certainly will, Shri Kaul is 
not in favoui of reducing the pre¬ 
mium rates. Instead, he feels that 
“changes m experience as regards 
mortality, interest and expenses 
can more ecjuitably be handled 
under ‘with profit’ policies by chan¬ 
ges m the bo'nus rates than by 
changes in the general level of pre¬ 
miums”. It is true that 90 to 95 
pel cent of the Corporation’s new 
business is undei ‘with profit’ jiolt- 
cies so that the benefit of the im¬ 
proved mortality experience can be 
passed cJn as well through highet 
bonus as through lower premia. 
But has the Corporation fully con¬ 
sidered the implications of the 
choice between higher bonus and 
lower premia for the expansion of 
life insurance among the low hi- 
oome groups ? 


Mou) Calcutta Took the News 


pO judge Caicuttai by its proces^v 
AioQs, as Jawaharl^ Nehru did, 
r by its smoke, as Valentina Tere* 
ikova did more recently, is to 
lisB the essence of the city. {Every 
pe city has one; in New Delhi one 
>es not even look for one.) A 
lOrp rew^ding criterion, it is sur- 
NStod, is how a particular city 
lacts to. a gre^ event, tragic or 
herwise; better Still, how U reacts 
' something in which the citizens’ 
jrsonal interests are not involved. 

calastrophe like the Bengal Fa¬ 
me in 1943 caught many curious- 
callous^until a foreign journa- 
it decided to dramatise death, 
sspite the Defence India Rules, 
et this writer, iii Calcutta since 
>36, can remember occasions on 
hich Calcutta reacted sharply to 
fi most remote' happenings, such 
I Korea or Huhgary. The Bengal 
at believed in terrorism had no 
aspn to be surprised or unduly 
ieved when Mahatma Gandhi was 
saasinated; Bengal, to liegin with, 
ways took Gandhism with a sizea- 
e ptnch of .salt and, ‘ secondly, 
saaslnation is, surely, the logical 
inclusion of the basic assumption 
terrorism anywhere ; that 1 am 
;ht to kill somebody with whom 
do not agree Another of Ben¬ 
i’s endless contradictions became 
•parent when President Kennedy 
is slain by an assassin in drstant 
illas; and Calcutta mourned as it 
d rarely mourned before It was, 
suggest, the reailion of a city 
The Contradic^ionn 

Early on Saturday morning the 
ws came. In the morning, you 
■re lucky to be able to buy a 
wspaper, any paper. In the after- 
on at least one English daily came 
t with- a special edition. And all 
y the people of Calcutta spoke 
nothing else. What was Kennedy 
Calcutta or Calcutta to Kennedy f 
is probably true that Ameiican 
inificence has so far been the 
ist in West Bengal in general and 
Icutta in particular. Then there 
Calcutta’s supposedly incoriigi- 
! bias towards Communism or 
ne form of leftism or extremism 
iw then did the death of Presi- 
it Kennedy so touch the h^art of 
Icutta ? It just does not add up, 


until you take into consideration 
Calcutta's special essence or geniiHs. 
something not easily defined. 

There ts no way of defining an 
inlellertnal or the. quality q{ intel¬ 
lectual^. The first- essential, it is 
sa);geated, is that, to be an intellec- 
Mdf, a man, ot a woman, be capa¬ 
ble (and by nature be so uiclined) 
of thinking of events in terms of 
ideas and not as thihg^ of personal 
concern in-the physical sense Such 
events, external to oneself, must 
then by alchemy and reason be 
made intensely personal, one’s very 
own. This is what Calcutta js capa¬ 
ble of, insofar as you can say such 
things about an enormous city 
drawing its population from every 
part of the country, many from 
what IS no longer India. This attri¬ 
bution of a personality to a city is 
not at all fanciful; and Calcutta’s 
personality comes out, often at its 
best and sometimes at its worst, 
when something really big hits it. 
“Best” and “worst” are usually 
valueless “value-judgments”; the 
point is that Calcutta reacts with an 
intensity not to be experienced 
everywhere in India oi abroarl. 

John F Kennedy’s death by as¬ 
sassination was such an event. Even 
if he came to India next yeai, it is 
not at all certain that he would 
have come to Calcutta.. If memory 
serves. President Eisenhower did 
not. nor Jacqueline Kennedy. 
(Khrushchev did; and, agaui, in a 
different way, Calcutta proved its 
“cityness" as no other place did. I 
Many still think, wrongly in niy 
view, that Calcutta is aiiti-Ameii- 
can; in a sense. Calcutta is anti- 
everything. Rut the moment of 
great tragedy arrived; and Calcutta 
wept. Not the intellectuals alone, 
who might know about Kennedy 
and might have some affinity ‘with 
his ideas, but ordinary citirens who 
now wanted to know about the dead 
man. 

New Frontier* 

The man’s death was terribb' 
enough; his physical departure from 
the American and world scene will 
have consequences which today can¬ 
not even begin to lie calculated: 
with the best will in the world and 


all the aasistanee from the New 
Frontiersmen, Lyndon Johnson can¬ 
not hope to replace John Kennedy's 
personality. Yrt what touched Cal^ 
rutta most was perhaps the sntiffuig 
out of certain ideas that had come 
to be associated with Kennedy who 
expressed them with a rare mixture 
of elegance and eloquence. He was 
President for only a brief thirty-four 
months Apart from the “hot line”, 
the limited test baji treaty (which 
the Rp.publicans had promised too), 
the Peace Corps (which has yet to 
be evaluated) and the Civil Rights 
Bill (still a Rill), it IS not, off-hand, 
easy lo think of many positive 
achievements. (On the debit side 
stands Cuba against which tliere 
were shrill protests in Calcutta). 
That One Great Act, with which 
men become great and part of his¬ 
tory, had yet to come — until death 
came. Through another's hand, ad¬ 
mittedly; but the death became an 
act, that One Great Act. 

The high drama of it all conti¬ 
nues to fascinate Calcutta as 1 write. 
When district magistrates and police 
officials were victims of killers’ bul¬ 
lets, Bengal was on the other, de)i- 
venng, side of the transaction. The 
terrorists shot to kill and often got 
killed in the process. Why, then, 
so mufh spontaneous sympathiy and 
adnination for another man that 
has lieen killed ? The conlradictkHi, 
one suggests, is wholly apparent 
.md not at all real. 

Killer Killed 

It it, true enough that Oswal'd, or 
whoever it was, killed Kennedy 
with a gun. l.ook at it a little 
differently; and you may see, as I 
imagine Calcutta secs, that President 
Kennedy was no less a killer He 
wa.s nut to kill all those who are 
habitually out to kill; ever since be 
took office the numerous warmongers 
in the LI S A and elsewhere have 
liecn subdued. He clashed with 
General de Gaulle, who is bent upon 
adding lo the, world’s nuclear dan¬ 
gers. He quarrelled with Adenauer 
whose ideas are not all peaceful. In 
his own country McCaithyism dared 
not raise its head again; Barry 
Goldwater got no concessions from 
Kennedy, as McCarthy had from 
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£i«eniiowen Then Kennedy ww 
out to kill all those south of the 
Mason^Dixon Line who still caniKSt 
bear the thought of having to treat 
the Nigra as a human being. He was 
out to kill all those who profited 
from that immobihsme into which 
the Ameriran society was drifting. 
And a killer such as this, though 
he use Presidential powers rather 
than a crude gun, must be ready to 
be killed. Keniiedv showed that he 


was : courage, fulLface tiow and a 
profile no more. 

The parallel with Bengal's terro¬ 
rism must not, of course, be taken 
too far or too literally. But, to 
look at Kennedy’s face in the tele¬ 
vision film of a Press conference 
was to be reminded of some faces 
this writer saw in his early boyhood 
in East Bengal. There was a cer¬ 
tain “something” in those terrorists’ 
faces; and it was there again in 


Kennedy’s face, ft la lutile to try 
to describe or define it Is there a 
clue in it to Calcutta’s grief over 
the assassination of John F Kennedy, 
the thirty-fifth President of the 
United States of America ? That’s 
the quality of a city : to make a 
public occasion its personal joy or 
sorrow. 

— Flibbertigibbet 


Letter jrom South 

Kerala’s Continuing Crisis 


’J’HE Kamaraj-Shastn compromise 
award making Madhavan N.air 
President of the Kerala Congiess 
has settled nothing. Nor has Pandit 
Nehru’s “satisfaction” that thcie 
was nothing shady afiout the aori- 
vities of Chief Minister Saiikar. 
Tiiese two decision.s have, liowever, 
confirmed the conclusion that ihe 
Congress High Command always 
chooses the greater of the two evils 
when it comes to any decision on 
Kerala. 

The rival Congress groups conti¬ 
nue their manoeuvres and the rally¬ 
ing of their respective clans. It is 
not yet clear, for instance, wlial is 
to happen to the disciplinary action 
propos^ against nine P(.C mem¬ 
bers. Sankar claims that the High 
Command is for dropping the i-sue 
while the leaders of the organisa¬ 
tional wing state that tliere have 
been no instructions whatsoever and 
that discipline has to be >iphe)d. 

In retaliation 10 members of the 
ministerial group, who are al.so 
MLAs, seem to have made up their 
minds to cut their noses to spite 
their faces They have threatened 
to stay away from the Assembly 
session. With the present mood of 
the opposition, this could prci'ipi- 
tate a crisis. All this i.s pure black¬ 
mail but It is quite likely ih^ «t 
will have its effect on the High 
Command and pressure it to compel 
the organisational wing to beat yet 
another retreat. 

It might appear that the organi¬ 
sational wing of the KPCC is being 
held up as a great progressive force 
in Kerala. Nothing of the sort. It, 
too, » riddled with careerists and 
has set its sights on ministenai 


power. It poses no issues of piin- 
ciple, no set of radical policies, to 
demarcate itself from the Sankar- 
Chacko group. The average ('on- 
gressman is sick and disgusted with 
these unseemly wranglings w'hil? Ilie 
public watches with anger and 
knows that none of its jjiobleins 
IS getting even the tninimuni ol 
attention. 

Perhaps, it can be said, however, 
that the organisational wing is the 
lesser of the two evils and that 
some glimmerings of national ideals 
and national policies do exi-st here 
and Uiere among some o| its merri- 
bei-s It can, peihaps, best be put 
in a negative way: the recruits lo 
the Swatantra are likely lo he less 
IroiTi among its members Ami nt 
Jaipur its leader, C K Govmdan 
Nan made quite a spiilted speech 
III favoni of a more defiiute socia¬ 
list commitment by the (Congress 

To Make Tenaiilx Pay More 

The weakness of the oiganisational 
wing IS plainly revealed by its 
total failure lo summon enough 
energy after the faetional brawls to 
demonstrate even the most minimal 
interest in the Land Reforms Bill 
Yet It could scarcely have been un¬ 
aware of the resentment tiiat this 
Bill has evoked in Kerala and else¬ 
where. It IS widely reported that 
Shrunan Narayan, on behalf of the 
Planning Commission, has again 
addressed a letter to the Keiala Go¬ 
vernment seeking clarification of 
some of its provisions. The Orissa 
Chief Minister, Biren Milra, is also 
reported to have criticised at Uie 
recent meeting of the Nation.il 
Development Council the Kerala 


Government’s move in promulgating 
a new Bill when the old Act of the 
Namhoodiripad Ministry wa.s “on 
all accounts, judged by all standards, 
a mode) piece of firogressive land 
legislation . Sankar was upset hut, 
with the^ blanket approval of the 
High Gommand. derided to go 
ahead And so « niost retiograde 
piece of agiarian legislation is get¬ 
ting through sitnnilaneousjy wiih 
Pandit Nehin thundering ahont the 
need for radical land refonns 

Take the provision enahling (he 
landlords to enlianee tent, in lei- 
tain rases, up to 100 per rent. Uri'- 
versal criticism compelled the Rev¬ 
enue Munster to announce during 
the first reading that he nas pro 
pared to concede the opposition de¬ 
mand to scrap thrs irrovisiori. Wh.il 
he did. however, was to put ui a 
suhsnuile clause wherein the hene- 
hl of paying eontraet rent oi irnl 
ealculated at the rale fixed undei 
the provisions of the Bill, vvhuh- 
ever is less, will accrue only to im- 
ants of landlords who art* not small 
holders. Small holder landlord- 
will have the right to demand rent 
calculated at rates laid down by llie 
Bill or lo demand rent under any 
(‘nartinf'iit in forte hefore Jjiiuary 
2], 1961 or 75 per cent of the con¬ 
tract rent Sitice more than 9f) pci 
cent of the landlords in the State- 
have been categorised .is small 
holders this means that the vast 
majority of tenants will now he 
deprived of the benefit of the 
‘whn hever-is-less” clause. It has 
been calculated that in Malabar the 
new provision will mean that ten¬ 
ants of garden lands will pay ](• 
to 25 tirne.s the rent they are paying 
now. 



l^ '^ .jbcl Simildtriy oile^ 't&'makie, the ' badcground of this 

^«r point tW it IU nn unnbashe^ ' oiiwintMlut oi^kck<aip and ppliti* 
pirn bt |» 0 ;laiii!lord h^isladoh,, cat retToneasibtw ano^er move is 
4)]^ a chailfixige.caa be txtnfiVleotly planned by Sankar and his groap. 
■ma^ to fttiyotie'to prove that even Jl>ey have be^n' the campaign 
a‘clause, differait from ahy against the boid^,of the mid-term 
in the. old, Act, has meant more elections which are due in January 
fi^ts and hen^ts for the tenants. 19^5. .’nieir argument' is that as in 
We have here a pretty pure case of the case of Andhi’a in 1960, the 
the ipso-landlord compoution of the Kerala elecdons may t as well l>e 
ConWe^ ministry manifesting hself posWon^ till 1967 when the Gene, 
in a pro-landlord piece of-Iegisla- ral Elections are‘due and that in 
tion. Those who pontificate shout conditions of emergency by-elections 
lise outmoded nature of the concept may . pass muster hpt to put the 
of pl^ and class struggle might do etistence of a State government in 
tome 'rethinking. doubt would be going too far. 


i-it.y’iy'-f \ I* t, «-'y‘ 

■ "t ' . ' , ’ ''' 

Actually^' fiieraWs r^ukement is 
exactly opposite — not post* 
pontonent of eleitoons but, if possi¬ 
bly, holding them even earlier than 
scheduled. It is time that the peo¬ 
ple of Kerala are allowed to pro¬ 
nounce on their experience under a 
Government which saiM in under 
the Sag of stability and seems to 
have worked under the slogan of 
Btagnatioii. The Irensy dm was 
whipped up in 1960 and which 
clouded judgment cannot now be 
repeated. A more ratbnal and 
sagacious choice is possible, The 
opportunity to make it roust now be 
provided. 


A Fateful Week 


Romesh Thapar 


A DEEP gloom has settled on 
official Delhi. The kilK'ng of 
President Kennedy, the destruction 
of the alleged killer, the still un¬ 
clear ■ picture of the motivation, 
and the uncomfortable feeling that 
Lyndon Johnson is not the man to 
tackle a trotibled and complicated 
■ domestic a'nd international situa¬ 
tion, combine to paralyse thinking 

The sudden elimination in an 
helicopter accident of the ground' 
and air cbmma'nd on the western 
and north-western front sharpens 
the shock And, therj Chief Minis¬ 
ter Kannamwar of Maharashtra 
passes away so suddenly that Y B 
Chavan may have to return to his 
State, creating another embarrassing 
vacuum in the Defence Ministry. 

Small wonder that from the 
Prime Minister downward everyone 
looks gravely disturbed. 

Anxiety abput Johnson 

It has been a grim week of 
deaths, so grim that even the pass¬ 
ing of Alilous Htixley, a popular 
figure in India, was not commented 
upon hy many a newspaper. But, 
cleSrly, President Kennedy’s assas¬ 
sination will continue to condition 
yyents for biany weeks and months. 
The fear widely expressed here is 
Aat unless the US administration 
takes a firm control of the investi¬ 
gation of the killhig there is dan- 
geiy thaj, it might become the 
darting pdint foi* a series of ven- 
clettas with highly dangerous implb 
^tiohs. The theories about fhe 


assasyin, his motivations and link¬ 
ages multiply each day- There is 
little point in recording, this specu¬ 
lation. We must wait for the au¬ 
thenticated story. 

India has reason to be worried. 
Her economy, still heavily depen¬ 
dent on foreign aid, can be gri¬ 
evously hit if Lyndon Johnson is 
unable or unwilling to give her the 
priority attention which Kennedy 
was so anxious to ensure despite 
obstructions from various ppwer- 
ful lobbies and from the US Con¬ 
gress. Even when .misunderstand¬ 
ings vitiated Indo-US relations, 
Delhi always comforted itself with 
the thought that Kennedy was a 
friend. Now there is much anxious 
debate as to the attitudes Lyndon 
Johnson will adopt. 

Similarly, ip forei^ affairs. The 
detente for which Kennedy and 
Khrushchov worked, despite sustain¬ 
ed opposition from determined 
groups within their mutually-oppo¬ 
sed systems, could be prevented by 
ill-conceived moves during the cri¬ 
tical election 'year ahead. A slide- 
back to the old tensions would but¬ 
tress sectarian- strength in both the 
blocs to the detriment particularly 
of the interests of the non-aligned. 
India would again find herself in 
the throes of these new polarising 
tomions which- would cast their 
shadow on ,the under-developed 
world and disrupt the beginnings of 
new and more fruitful collabortoion 
among the non-aligned, 


The Kennedy assassination, it is 
believed in informed circles in the 
Capital, will not have any imme¬ 
diate repercussion on US policies. 
President Johnson, as was to be ex¬ 
pected, has declared his full support 
to the policies s^nsored at home 
and abroad by his predecessor. 
Kennedy’s team of advisers will con¬ 
tinue at their posts; And, presum¬ 
ably, the rationale behind the esta¬ 
blished policy cannot overnight 
become irrelevant. But there is no 
denying that the Kennedy touch 
gave US policy that extra sophisti. 
cation and sensitivity, a refinement 
which Lyndon Johnson may not be 
able to provide, psuticularly during 
what is bound to become a rather 
tense, uncertain election year. 

Chavsn for Bonilmr ? 

At home, the trials of the De¬ 
fence Ministry are engaging our 
special attention, llie situation in 
the Western Command, following, 
the helicopter crash in Poonch, is 
further complicated by the uncer¬ 
tainty about Chavan now thiU the 
Chi^ Ministership of Maharashtra 
is vacant. Of course, Chavan, anxi¬ 
ous to make his political future at 
the Centre, might yet be able to 
consolidate the Maharashtra Con¬ 
gress. But he cannot afford to ex¬ 
pose his political base to infiltration, 
what with S K Patil on the prowl. 
If he is unable to establish a secure 
Government, he may well have to 
return to B<»nbay. In fact, the 
Prime Minister, facing factional 
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disruption in «ovMr*J States, will in* 
siM on bis return. 

If a pointer were needed, specu¬ 
lation has already begun about a 
successor for Chavaji at the Defence 
Ministry. The selection of Pratap 
Singh Kairon, it is said, might solve 
several embarraasing problems — 
that is, after he has been cleared of 
the charges levelled against him. 
Then Swaran Singh would^ have to 
be transferred to the Punjab. Of 
course, the ambitious Patnaik ho¬ 
vers in the badcground. But will 
he be trusted by the Prime Minister? 
His present role is enveloped in 
mystery. What’s more another Chag- 
la-type personality is unlikely to be 
accepted by Congress MPs who are, 
for differing reasons, very critical of 
the appointment to the Education 
Ministry. 

The renewed anxiesty over the 
affairs of the Defence Ministry is 
rooted in the suspicion that adven¬ 
turist elements in Pakistan are 
making an increasing imp^t on 
Rawalpindi, The assassination of 
President Kennedy, it is felt, might 
encourage them to become even 
more active — and particularly at a 
time when they have been disap¬ 
pointed by what they consider 
China’s reluctance to start offensive 
action along the Himalayan border. 
The Pakistan press is in a hysterical 
state at the momeht, and for no 
apparent reason,. Indeed, in more 
ways than one, the western front 
holds our attention. 

Meanwhile, we are studying Ae 
mid-term assessment of the Third 
Plan which was made available to 
MPs some days back. It confirms 
what has been known for the past 
year — that there is a serious lag 
in the Third Plan. As against a 5 
per cent rate of growth envisaged 
(considered the minimum necessary 
to ensure some economic advance), 
the annual rate of increase in na¬ 
tional income in the first two years 
is estimated at only 2,5 per cent. 
The explanation given is that there 
has been a set-back in agriculture. 

The National Development Coun¬ 
cil meeting earlier had established 
two committees — one on land re¬ 
form and the other on a^icultural 
production — to tackle this setback. 
In the present condition of the rul¬ 
ing party, it is very doubtful that 
these committees will be able to act 
deci^vely when confronted by ves- 
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ted inletefte in ihe SbUM. Aadt to¬ 
day, the Prime Minister lada the 
power to impose deciskm. 

Time for Review e£ PoUeiM 

While there are those who refuse 
to accept the statistics of the Plan¬ 
ning Commission, and who maintain 
that the rate of growth is below 2 
per cent, a large number of specia¬ 
lists are wondering how the pro¬ 
jected 7 per cent rate of growth for 
the Fourth Plan will be achieved— 
and this at a time when several of 
their long-accepted economic policy 
concepts are under scrutiny and re¬ 
vision. The feeling is, therefore, 
growing that a thorough review of 
our economic policies is long over¬ 
due, that economists, sociologists 
and political scientists who are 
agreed on the perspectives of our 
plans be associatml with this detail¬ 
ed study, and that the views of those 
active in field and factory be 
brought to bear on our experience. 

Asoka Mehta, the new Deputy 
Chairman of the Planning Commis¬ 
sion, will have to head this search 
for clarity on his return from the 
United Nations, His ‘refreshei 
course’ in international problems at 
this critical juncture will prove im- 


nwiMly uaefuli fot ^ dfSMKmtic 
awfhidtw can no longer he dSvtwced 
from our activity in world afiiurs. 
This aspect is Hkely to be hijdi- 
lighted at an important aoBinar on 
non-alignment to be held in Delhi 
shortly. The deliberations, in which 
guests from abroad will partidlpate, 
should help to surmount some of 
the problems facing the non-aligned. 

In this context, information has 
been received in Delhi that Qiina’s 
Premier Chou En-lai and Foreign 
Minister Chen Yi are undertaking 
intensive tours to leading Arab and 
African natimis with whom they 
have diplomatic relatiwis to re- 
forge damaged links and to project 
Peking’s ideological line. They plan 
to meet in Geneva on the comple¬ 
tion of these tours and to conduct 
prolMiged negotiations with Euro- 
piean States on trade and related 
matters. This is part of the drive 
to ‘discipline’ Khrushchov. Delhi 
will have to activate her foreign 
missions which, by and large, have 
reflected the lethargy of a leaderless 
External Affairs Ministry. 

Meanwhile, we are still waitii^ 
for the winter. The weather is 
halmy, despite occasional showers. 
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Other Side of Affluence 


Fredettok F CSaimuAte 


Quiloige lo ABnence by Gunnar Myrdal; Victor GolUncz, London, 1963. Pages 160, price 21 ». 


book is seldom the 
digger of another, but Professor 
Myrdal's brilliantly articulated lec- 
tum have not merely nailed an 
drimary to Galbraith’s “Affliuent 
Society” but have blazed new vistas 
for tlw more imaginative of Ameri¬ 
can social scientists. 

Myrdal’s values are not those of 
such implacable critics of the Ame¬ 
rican democracy as the editors of 
the Monthly Review. Yet it is asto¬ 
nishing, allowing for their divergent 
outlooks, how their diagnoses of 
sick America run along parallel 
lines, although their final solutions 
are irreconcilable. 

The underlying basic malaise of 
modem America is creeping stagna¬ 
tion. If its growth were calculated 
with the same rigour as is done foi 
the less developed countries the na¬ 
tion’s ailing health would long have 
been more perceptible. All too of¬ 
ten we have ignored the demogra¬ 
phic upsurge in the United State', 
which has one of the highest ferti¬ 
lity rates in the Western world, in 
calculating its C N P. Annual 
additions to the labour force are 
about 1.5 million. In Myrdal's 
view, if American growth rates are 
deflated in the same manner as is 
done for the Third World, the U S 
growth rate figure in the decade up- 
to 1962 would come out at 1 per 
cent — or a late comparable to 
that of India in the corresponding 
period, “But I cannot close ray eyes 
to the fact that even the present 
low rate of economic growth,” he 
writes, “is preserved only by an 
extraordinary expansion of arma¬ 
ments, and one that is still rising”. 

High and Sualained Unemidoyment 

One of th€ depressing symptoms 
is the high and sustained level of 
unemployment which the official un¬ 
employment data do not accurately 
measure. This implies that the fi¬ 
gure of six per cent, which natural¬ 
ly excludes the four per cent of the 
active population in the armed ser¬ 
vices, could easily be raised to lO 
per cent. Among the negro popula¬ 
tion the oBieial volume of unemploy¬ 


ment is 12 per cent or twice die 
national average. The unemploy¬ 
ment coefficient should also take in¬ 
to account those employed on short 
time and those persons who dropped 
out of the employmemt race because 
of an overcrowded labour market. 

This proloi^ed unemployment 
has led ivlyrdai to his' concept of 
‘the underclass', embracing the 
underemployed, the unemployed 
and the unemployables. Relentlessly 
the labour force grows. By 1970 
there may be 12.0 million more 
people at work or job-hunting than 
there were in 1960. nie corre.spon- 
ding increase in the 'fifties was 8 5 
million. The demographic impli<-a- 
tions are overpowering : 26 million 
young men and women will be cata¬ 
pulted into the labour market in 
the sixties; about 50 per cent of the 
additional entrants in the work force 
will be under twenty five. This is 
unprecedented. And the-rc will be 
45 per cent more people under 25 
available for work in 1970 than in 
1960. 

Economic Tools Unused 

Under the present institutional 
ansirchy automation will intensify 
the ravage. Hiat it need not do so 
is argued trenchantly by the author 
who draws the parallel with Sweden 
where the shocks of rapid techno¬ 
logical change are being absorbed 
by a social order strenuously dedi¬ 
cated to the maintenance of full em¬ 
ployment. To be sure, the geogra¬ 
phical, cultural and economic con¬ 
tours of the two economies are diffe¬ 
rent, and the social democratic party 
has been in power in Sweden for 
about a quarter of a century. 
Further, Sweden possesses a penna- 
nent and dedicated civil servire of 
an extremely high order of administ¬ 
rative competence and probity, 
qualities that are not conspicuous 
at the various echelons of the Ame¬ 
rican bureaucracy. 

New economic tools have come to 
the fore in the postwar period, one 
of the beneficient by-products of the 
Keynesian and Soviet confrontation, 
periected and machined to meet the 


specifications of a plural society in 
western Europe. That the planning 
mechanism functions efficaciously 
within the exiguous framework ot 
private ownership can hardly l>e 
questioned, as evidenced by french 
and Swedish experience. Whether it 
provides the dehnitive alternative of 
an open society to the monolithic 
Soviet planning model with its ideo¬ 
logical commitments will be tested 
in the crucible of history — in the 
not too remote future. Vet this sum 
of knowledge and continuously en¬ 
riched techniques are available to 
all; even the effete laggard that is 
Tory Briuin is, at least, going 
through the motions of experimen¬ 
tation. Yet it k in America, a land 
endowed with exemplary statistical 
services, that tliis body of knowledge 
remains unexpJoited and seemingly 
unexploitable. 

The structural unemployment that 
now rages and whose kingdom of 
violence may well be extended will 
erode the economy. Such a conten¬ 
tion is not defeatist. As Schumpeter 
was always fond of saying, defea¬ 
tism denotes a certain psychic state 
that has meaning only in reference 
to action. “Facts in themselves and 
inferences from them can never be 
defeatist or the opposite whatever 
that might be. The report that a 
given ship is sinking is not defea¬ 
tist : the crew can sit down and 
drink. But it can also rush to the 
pumps”. 

Depth of American Poverty 


It was part of Galbraith’s cam¬ 
paign of mystification to have ignri- 
red the depth of American poverty 
with its pathcdogical concomitants. 

To speak of an ‘affluent society’ in 
the United States and vestigial poc¬ 
kets of poverty even when Galbraith 
compo.sed his work was sheer tra¬ 
vesty. The grotesque caricature of 
American ‘affluence’ was once again 
dramatically detonated last year, 
amongst others, in an official study 
entitled, “Poverty and Deprivation 
in the United States”. If pove^tj*-^ 
is defined as having to live 
annual income of $ 4,000 foiffa feb„,„.^y \ 
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Ue» ibad $ lor .individiMfau'j^ 
raUHon' AmeHcans were groveBi^ 
on the poverty line in 1960. Uv|iw 
in the wings of deprivation (definid 
as above the poverty line, but fall* 
ing. short of what is deemed a com¬ 
fortable standard of living) were 
mote than 39 million or more than 
20 per cent of Americans. Utter 
desututk>n« categorizing those below 
the poverty income line hover 
around 7 per cent or 12.5 million 
Americans. To speak of the satia- 
. tion of wants adds insult to injury. 
There is not only public poverty 
but private poverty as well on a 
vast scale — and it is growing. 
“Income distribution did follow a 
tendency towards gradual equaliza¬ 
tion until the last decade” notes 
Myrdal, “but then the relative eco¬ 
nomic stagnation began to reflect 
itself in a new tendency to increa¬ 
sing economic inequality”. 

Long Range IHanning 
Effective long range economic 
planning is Myrdal’s retort to such 
stagnation : conscious and purpo¬ 
sive public interference with mar¬ 
ket forces, directing the economy to 
certain specified gojils by, raising 
iiot only the level of public con¬ 
sumption but by ctdierent national 
investment and labour policies. It 
may be asked : is such a democra¬ 
tization of the American economy 
possible, given the interests of the 
power oligarchy, or what President 
ueenhower judiciously warned 
against when he stigmatized the ac¬ 
quisition of imwarranted influence 
“of the military-industrial com¬ 
plex” ? Myrdal does not think so 
as the species of planning he envi- 
ssiges is destined to harmonize the 
expectations of corporate capital 
with the aqrirations of the nation 
as a whole. His is not a grand de¬ 
sign involving expropriation or an 
extension of the public sectoy; it is 
planning with the concurrence of 
the power oligarchy and hence does 
not involve an epreuve de force. 

In this reviewer’s opinion the de¬ 
sired changes can ho achiewd _hy 
scrapping the. archaic consUtuli^ 
With its overloyppmg and confused 
federal and state jurisdict^al 
power. In a changed constitutional 
frame it may even be possible to 
harness the appetites of the poWer 
cdigarchy wlffi, a minuuiun of fric- 
don. Admittedly, this an extreme 
vmw« but I cannot see how the 


id" taivooated 

■ by at* implethtot^ibie. 

Mw^td's- faith ^ the' , Ameticgn 
people* end his belief in their capa¬ 
city to cpnirOnt the. real cballe^e 
of our time is, immenae. At this 
point diveigencM with the author 
may become abarp. Planning to he 
effective implies participation and 
discussion &at - . is free knd un¬ 
inhibited. Uaullist prance rwtwitb- 
standing its conservative tinge' and 
the blunting of its parliamentary 
axe remains the free-est nation on 
earth. And the French university 
presents a vivid contrast to the ste¬ 
rility prevailing in our North 
American universities. There » no 
genuine controversy for controversy 
fs dangerouk The dialogue between 
Schlesinger and bis critics is a p^- 
ney one — and.nq one understands 
this better than Schlesinger himseff. 
Our budding instructor with his eye 
on a permament appointment is 
keenly aware of it. The survival of 
Paul Baran and C Wright Mills of 
Colombia university are exc^tiohs 
that do not prove the rule. Nor is 
this surprising.' As an American 
dean put it to me this summer : 
“There must he controversy, but we 
must make sure that if does not get 
out of hand”. The dean need not 
be apprehensive on this score. So¬ 
cially our university teachers come 
from bourgeois backgrounds. Ameri¬ 
can academics know full well the 
price of controversy and its limita¬ 
tions. The cautious eye is on the, 
house mortgage not on academic 
freedom. I have seldom met a 
North American , academic who 
genuinely gave 'a tinker’s cuss for 
academic freedom, save in their 
largely anti-communist rantings 
before television audiences and the 
Rotary Club and Chamber of Com¬ 
merce and this as a means of culti¬ 
vating their public image and hence 
their private pockets. 

Miiplaced Faith 

Our values within our universities 
are those of • M.^ison Avenue and 
the 13 billion dollars annually 
spent (four times the expenditure 
on education) on admass ballyhoo. 
A university b a microcosm of the 
civilization, in which it is implan¬ 
ted. The avalanche of drivel that 
is being turned out by our univer¬ 
sities in North America is reveal¬ 
ing' and sselblieinforcing. Space 
pitevnntB my elaborating, this point. 


puif^ bialwpe**' 

dii-'w' ',Aln«icaa IRfd 

l3te AiQericazt 'peo]de. , - ' 

Another vifcw is'' that ‘.of “the 
AAiericaQ' negro ,Jaines Baldwin p^ 
Bjent^ in his superb esaayi 
Fire Next Time” : 

■ “f have met only a very-few 
people — and most those 
RQt Afliericans — who had any 
" real desire -to be free., Freedom 
‘ is Wd to bear. It can be ob- 
’ jecied that T am speakii^ of 
pdidcal freedom in spiritual 
, terms, but the poljtioal institu¬ 
tions of any nation are Always 
menaced and arq ultimotoly con¬ 
trolled by the '^'iritual state of 
that nation. We are controlled 
here by our confusion, far more 
than we know, and the American 
dream has, therefore, become 
something much more closely re¬ 
sembling a nightmare, on the pri¬ 
vate, domestic, and international 
levels. Privately, we cannot stand 
our lives and dare not examine 
them; domestically, we take no 
responsibility for (and no pride 
in) what goes on in our country; 
and, internationally, for many 
millions of people, we are, on 
unmitigated disaster”. 

Nejro — the Only Hope 

The only hope and energizing 
dynamic in contemporary America 
is the negro — overwhelmingly if 
not exclusively a prisoner of the 
underclass. Admittedly, it is-a mino¬ 
rity, but it takes only a small quan¬ 
tity of ferment to effectuate a change 
in a considerable Volume of matter. 

Unlike the hulk of social scien¬ 
tists who, like cuttlefish, are endow¬ 
ed with the genius of spreading 
darkness, Myrdal has brought the 
glitter of gold 'on every aspect of 
social research. In this respect he is 
not unlike the late tough-fibred 
visionary that was^C Wright Mills. 
This slender voluhie deserves to he 
read, aboye all by the power oligar¬ 
chy: they may not be able to grasp 
the lipeaments of his rearoning, far 
less remove his blueprints from the 
drawing board to the realm of rea¬ 
lity; but it may be within their 
capacity to wrestle with the second 
part which illumines ,“the inter¬ 
national implications of economic 
stagnalioii”. ■ . , • 



■ [ a Mahiara 


All Annal of Rural Bengal 

' Banm De 


In 1962 Dt B C Roy, acting on pretnues entirely HmUar to those whic^h had inspired Htn in IS^Sl, 
prevailed upon the Moharani of Burdmn to sUmd for election to the West Bengal Assembly on the Gmgteu 
ticket. 


This UHts greeted udth general scepdcism. 

If the traditional charisma of the Maharafo had not succeeded, how could the Mokarani sUmd any 
chance of ousdng the new traditiondnued communists from the donstituency? 

Burdwaa unu the centre of the State’s new industrial belt, and industrudisation led to proletarian, 
polarisation and thus to tkd strengtheiung of 'communist subversion’. Hop) could the wife of a defeated eandi\ 
date and ex-absentee landlord shake'the hold of' such forces? 


As the actual election worked, outi logic and argument were confounded, 
communist opponent. 


The Moharani defeated her 


The Congress had swept communism out of Burdwan town, it was claimed. 


The success of Dr Roy’s experiment in grafting local traditions into democratic processes, however, 
leoa. short-lived. 


interesting case-study in politi¬ 
cal sociology might yet be done 
On the reasons why the Maharajadhi- 
raja ol Burdwali was defeated. The 
record of the victor must have had 
something to do with it. Also the 
attributes often linked with absent¬ 
eeism, which were ascribed by op¬ 
position parties to the defeated can¬ 
didate. Besides, the present Maha¬ 
raja lacked his father’s popular 
appeal in the villages. This was 
connected with the growing sense of 
independence from the old landed 
hierarchy, a development in which 
the economic resurgence of the 
Aguris constituted a vanguard. 

Freedom from Old Bonds 

But It would be very mechanistic 
to see in the defeat of the Mahara¬ 
ja, the triumph of the Ugrakshatriya 
caste. Rather it is true to say that 
Communism meant to the bulk of 
its supporters in. Burdwan freedom 
from the old social bfltnds, which 
many intelligent people had chafed 
against on the ground that they 
were not necessarily rational. ,The 
possibility of freedom of choice be¬ 
tween traditional social leaders who 
had been always imposed from 
above, due to colJahoratio'n with the 
ruling authority, and leaders who 
came straight off the soil and the 
lack of stable sympathy for the Raj 
family in Burdwart : there factors 
appealed to meny people apart from 
castps like the Aguris. 

' The militancy of pro-Communist 
feelings wa& an artifact of the con¬ 


ditions outli'ned: in the current 
political situation, it served as a 
spearhead of the opposition, an iron 
tip only, to a lance which was 
fashioned of more brittle wood. The 
defeat>of the Maharaja did not con¬ 
note any basic stability of commun¬ 
ist ideology in Burdwan. But it did 
connote that political parties who 
had propagated anti-feudal doctrines 
in the period of the freedom strug¬ 
gle could not, by virtue of tjieir pre¬ 
eminent position in the country, ne- 
ce-ssarily bank on the support of 
electorates to return feudal rulers 
to Parliament. It also connoted that 
Communism in 1957, the year of 
its victory in Kerala, had come to 
stay as the major political alter¬ 
native not only to the Raj, but what 
was much more important, to the 
Congress in Burdwan. 

Comparism with 1957 
In the 1957 Cienera! Election, 
Narayan Chaudhury, who is beli¬ 
eved to be a leading light of the 
Atulya Ghosh group of election- 
controllers, was made the Congress 
candidate. The Maharajadbiraja 
was dropped, and possibly his hi^ 
place on the Turf and in Company 
Boards and elsewhere squared hb 
inclinations with his political reti¬ 
rement. The Cofigress experiment 
with the fossilisation of quasi-feu¬ 
dalism and return to values Of the 
Raj seemed to be over. But-Atulya 
(Ghosh’s style of democracy was no 
more successful than Dr Roy’s ideas 
in Burdwan. The' results are giveU 
below: the number of electors was 


67, 6i2; 31, 925, i e 47JZ2 per edat 
voted 


Votes ,oeat 
of total 


B K Chowdhuty 
(Conununiat) 

IS,329 

4&«4 

N Chaudhuri 
(Comgrsss) 

15,136 

4741 

N N Ganguly 
(Jan Sangh) 

1,260 

S.94 


The voting interest had certainly, 
grown in this elections from 42-. 
63 per cent of tibp total electorate 
in 1952 to 47,22 per cent in 1957. 
There may be a correlation wldi 
greater Congress vitality; for in¬ 
stead of the Maharaja’s 42.19 per 
cent, Narayan Chaudhuri had 47. 
42 per cent of the total votes pcdled- 
The clientele for the' Mahaaat^- 
Jan Sangh brand ideas certainly 
dropped in 1957*. and so, we must 
admit, did Benoy Chowdhury’s vote 
from 50.93 per cent of the total to 
46.64 per cent. ' 

Votliia Pattern Repeated 
But the changes in voting struc¬ 
ture were marginal. ’The core <d the 
Communist vote remained untouch¬ 
ed; and it may be that the main 
blocks remained as they had been in 
1952, with the difference that more 
people in the Congress were willing 
to vote for a common man than a ' 
Maharajadbiraja — at least in Burd¬ 
wan, where distinct industrialisation 
was o'n the threshold, if not else¬ 
where as, for instance, in less in- 
duBtrfalised Midniapur. This fact, in 
itself, has a lesson in it somewhere. 

,1959 




But it was, of courw, Bttl^ help tp • 
Congress in Burdwan ia 1957, for 
Benojr Chowdhury remained the 
elected representative. 

The Ye«r» the !vocu»li* Ate 

The years from 1957 to 1962 
were, fipeaking geiwrally for India, 
the years that the locusts ate. When 
Communism was dissolved by Presi¬ 
dential fiat in Kerala, its defeat 
served as a toc.sin to anti-Coinmun- 
its elements throughout the country; 
and the general propaganda that 
either Cominunism reflected parti- 
(tilarisl iriteiests or it was out to 
siibveit the “democratic”, “gene¬ 
ral”, “pojHiIai” inteiests of the peo¬ 
ple Indian (ioinnmnism I'n general 
failed to fight these charges; and 
by the same token, was unable to 
sliengtheo its agrarian base or re¬ 
vitalise its theories about capturing 
])ower by any evolution of new ideo¬ 
logy But a sense of determination 
was not very obvious in the Cong¬ 
ress ranks, eilhet. 

From 1959 to 1961, there was an 
uneasy truce in the political polari¬ 
sation of Hurdwan. A new Univer¬ 
sity came into being; it was an 
nflijiating I'niver.sity, i e, like Cal- 
ttttla of which it formed a hivcd-olT 
part It examined, up to the BA 
level, students of colleges in Us area 
and taught us well as examined 
post-gradimles. Its standard-setting 
functions were the source of great 
hopes in West Bengal, for apart 
fioin some progressive hopes that it 
would set a good exgmple lu the 
academic anarchy of Bengal, m a 


. chronically posterty-stiicken acade-. 
mic environment, many teaehera 
hoped for larger sliceg of the exa¬ 
mining or text-book-seiecting calces, 
or even for the prestige of more 
official positions in the University 
than they had held before. A few 
got what they wanted; many re¬ 
mained breadless; and the wailing 
and gnashing of teeth continues — 
though It IS, nevertheless, true that 
ill many subjects, average standards 
are as good as they are in the parent 
university oi arc, already, better. In 
any case the patronage and admin¬ 
istration of part-timerships and of 
exaininaliuns and access to infor¬ 
mation about what goes on in the 
new hierarchy, has, to a limited ex¬ 
tent, supplanted interest in extra¬ 
local politics; though this is perhaps 
a passing phenomefnon. 

Experiment Renewed 

In 1962 Dr B C Roy, acting on 
premises completely similar to those 
which seem to have inspired him in 
19.52, prevailed on the Mnharani of 
Burdwan to stand for election on 
the Congress ticket Binoy Chow¬ 
dhury once again stood for re-elec- 
uoii. Among all mofussil eIection.s 
in West Bengal, this evolved the 
greatest amount of press interest and 
gos.sip. The general idea was that 
where u Maharaja had been stop- 
lied. Ills much les.s-knowii wife 
-hould fear to tread The idea at 
the hack of this was perhaps that 
the Maharani had been more or less 
a purduh-naMn lady befoie In¬ 
dependence and was little known 
personally even in the town. If the 


tradituwil durisaui df llilw' 
raja liad net succeeded, thenJiKwld 
the Maharani staW any ehtSSm of 
ousting the new traditioii-lM«ed 
Communists from the consthuency? 

Such at least was press logic, and 
I think it reflected the blase intel- 
lectualism of the Calcutta press, 
which becomes so marked in our 
post-Communist decade. Most politi¬ 
cal predictions vvere based on ra¬ 
tionalisations of urban experience or 
on stories from the outposts; and 
among the industrialised intellectu¬ 
als of Calcutta, the northern out- 
jxists 'nowadays begin after Eishra. 
In any case, the logic continued in¬ 
exorably, Burdwan was the centre 
of the new industrial belt which was 
spreading southwards from Asansol 
along the Durgapur stretch of the 
railway line; and industrialisation 
led to the growth of proletarian 
polarisation and thus to the growth 
of ‘Communist subversion’. How 
could the wife of a defeated candi¬ 
date and ex-absentee landlord shake 
the hold of such forces? This type 
of historicisl thinking was to be 
found amo’ng people who objected 
to any frank belief in the existence 
of trends of historical development. 

Campaign Policy 

The Maharani’s campaign policy 
was simple There was mounting 
talk of the princely and self-extin¬ 
guishing gift of her family to the 
people 1 e, the premises for the 
University No one spoke of the con¬ 
sideration taken for collateral parts 
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die meitiion of 

(biir coniiidetecl in/ni dig, Thon 
filhe b^gan to make Sequent visits 
t^'llhe town, dressed simply, and 
openly telling meetings she addies* 
sed that she had, of course, no house 
in which to live in the toum, so she 
was staying in the local Inspection 
Bungalow, or with the family of a 
faithful Naib—invocations of pre> 
sent as well as past loyalties. TTien 
large cloth barfners stretched across 
the big roads in the ba7aaf area 
ai^eared; they exhorted everyone to 
■vote for Radharani Debi atid thus 
for the Congress; only in some pos¬ 
ters would it be explained, in smal¬ 
ler type, that the candidate who 
solicit^ votes for Congress was. 
always giving the sonorous title, 
Maharaniadhirani of Rurdwan. 
Generally when the rider was given, 
the Congress candidate for Parlia¬ 
ment would also be mentioned be¬ 
low — Gurugobinda Basu, head of a 
Calcutta audit firm of whom no one 
knew much and spoke even less. 
His neck-tie-clad picture could still 
lie seen looking rather forlorn on 
Burdwan walls till the end of last 
year; but few pictures of the Maha- 
ram were generally circulated. 

Common Emphasis on the 
individual 

Benoy Chowdhury’s name also ap¬ 
peared On the large cloth banners 
blazoned in white or gold across a 
revolutionary red field. I'n his case, 
the CPI advertised its presence 
perhaps to the same extent that it 
wa.s advertised that Radharani Debi 
was the Maharaniadhirani. This em¬ 
phasis on the individual was com¬ 
mon to both parties, and not to 
Congress alone Perhaps the Com¬ 
munist Party leaders believed that 
the individual record of the sitting 
M P would continue the Communist 
run of parliamrtiiary victories in 
Burdwan. At the beginning of tlie 
campaign the cycle-nckshaw men of 
Burdwan were being spoken of as 
the most monolithically-organised 
trade Union in the town. A group 
of people, who speak a frontier ad¬ 
mixture of rural Bengali and rural 
Hindustani (the language of many 
migrants who seek occupation in 
the town), they are as aggressive a 
group as the merchants. They were 
vociferous in their support of Beiloy 
Chowdhury. When queried, most 
would say that bv was known to be 
a good man; the Raj had dope no¬ 
thing for them as individuals, so 
why should they change allegiance; 


and in any case, tjiey stood hf 
Communiun. H qiiestioTied birtfaer, 
most would say that to them Com* 
munism meant unity; strength in 
fighting for their rights; and 
confidence to deal democratically 
with the far richer people, whom 
they transported with the strength of 
their knotted feet and their strain¬ 
ing shoulders. Communists spoke to 
them as equals; but they recked 
little of any philosophy beyond the 
call to the proletariat to unite and 
stand. 

Feudal CHiarisma Revived 

But slowly, tlie pattern of affilia¬ 
tions began to be eroded. As the 
date of the elections drew nearer, 
the rickshaw-men started telling 
cynical stories of how the Maharani 
herself had begun to suddenly ap¬ 
pear from a jeep at the door of 
tbrir huts and ask to speak to their 
wives — as if, they said, she meant 
to show any warmth by this ap¬ 
proach’ There was hurt anger i'n 
the cyniCKsin — that people who 
were so much part of the superstruc- 
ture should show a warmth, that 
seemed patently insincere, for pur¬ 
poses of gaining loyalty which was 
not felt. But some began to doubt 
their own realism. There were 
stories their wives told of the Maha. 
rani asking about the day's cook¬ 
ing and then wistfully mentioning 
that she had no home of her own 
in Burdwan. The personal image of 
Radharani Devi became a somewhat 
misty one in the minds of even the 
Opposition; and Be'noy Chowdhury 
never had a positive image to push 
it out again 

It is possible to explain the nebu¬ 
lous formation of this sort of jxiJiti- 
cal image by calling it the process 
of personal identification between 
candidate and voter It is certain 
that in Indian political conditions, 
this process of personal identifica¬ 
tion is still generally the best tech¬ 
nique for a victory in rural or 
rnojussil elections a'nd, who knows, 
in elections in the most densely- 
populated lower middle-class cons¬ 
tituencies in an industrialised city, 
as well' But the formation of the 
political image cannot be explained 
merely in terms of group or caste 
These ingredients are of • course 
ever-present. Though democratic 
politics was so a little a part of 
the democratic idiom in Burdwan, 
even in 1962, yet the shifts in align¬ 


ment could not be predicted ot ext , 
plained in terms of the alignmwt «{ 
groups or castes. The feu^1 charjgt 
mala wre have referred to muet still 
have Ijeen strong and Congrfsg as 
much as the supporter^ of the Swa- 
tantra Party has played its part in 
reviving them in India. 

JiiH’ceiui of tlir Experiment .... 

As the actual eleciioii worl^eij 
fiiil, logic and argument from-what* 
liad-liap[K*ned-l)efore were confoundr 
cd ITje Maharani defeated Benoy 
Ghowdhury. Gurugobinda Basq also 
came into I’arliament. The Congress, 
it was said, had swept Communism 
out of Burdwan town. The jubilia- 
lio'n in the t.’ongreSs office wb.s great^ 
The Maharani was in Puri resting 
when the coiiiiling took place. Slif 
was wired to come to Burdwan to 
liiiirnphantlv enter the town as a 
mark of victory Burdwan wias rife 
with nnnours that she was coming; 
a’nd she did tome, two days la-te, 
(lerliaps in time for the villagers 
to gel U) town, proceeded in pro¬ 
cession along the stieeis, to the 
accompaniment of firecrackers - 
not to the blare of feudal horns any 
more-*-and evoked a blase response 
from n girl I'n a history classroom 
in the UiiiverKity, w'ho when asked 
by a teacher deafened by the noise 
outside, why she was not watching 
the lamasha, said, what was tb<* 
good of si-eing the Ra'ni Ma any 
more, .she would be in Switzerland 
in a week’s time’ 

That I suspect was the sophisti¬ 
cated reaction to the election — all 
riglit, she had won, but so bat^ 
many landlord's wives, all over 
India, and so what? They went to 
Parliament or to the Assembly, and 
at best were active m question-time, 
or even became Deputy Ministers. 
■JO that they could he trained in 
public affairs--this was what Dr 
Roy had promised in the case of 

I tlbe Economic Udecfili) ; 

• I 

I Foreign Subscription Rate | 

I Due to increase' in foreign 
I postal rates it has been found | 

• necessary to revise our foreign | 

I subscription rate. With effect | 

I from July 1963, the annual | 
j foreign subscription is Rs 34, j 

! 50s or $ 7. i 

• * 

! A Fernandes | 

I Basinets Manager \ 
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M«liritnt, {^towing sn exoimple 
' Mt MahataV) Babu in OriaM- 
• SVaii to? It would not mean a 
^htfnge in political conditioiu in 
iadla<‘TliM, of course, is the res¬ 
ponse to stagnation. In actual fdct, 
liw mncutive results of elections in 
India arc more responsive to sop- 
histicttted predictions than the eloc- 
torkte itself. The Maharani was 
.given high statu* in social work — 
''fl»t popular pastime of the lady- 
elite in Calcutta—as Deputy Min¬ 
ister for Jails and Social Welfare. 
She was seen no more jn the public 
eye of Burdwan; or at least heard 
of not at all. She was photographed 
among the group of leading Calcutta 
ladies who used to nriatid the 
Chief Minister annually on his 
birthday — much as Pandit Jawa- 
hartal mingles with the children on 
similar occasions. Her activities as 
.representative of Burdwan are chro¬ 
nicled in the files of the Jail and 
^ial Welfare Department <But in 
Burdwan, one memory of her candi¬ 
dature was heard. 

tarly this year, a cyclone passed 
through Burdwan one afternoon. It 
smashed the large trees on the 
Grand Trunk Road, uprooted tele¬ 
graph poles and blew off the roofs 
of the huts in which the poorest 
people live. The next day, looking 
at the devastation, as he peddled 
past, a rickshaw-cyclist commented 
that it had been the worst cyclone 
since 1942; dryly noted that his 
family no more had a roof of their 
own over their heads; but said 
cheerfully that there was small 
cnuse for worry since “one of the 
Rani Mb’s pec^le” had been among 
people like himself the next day 
paying doles to the sufferers The 
Mni thought of them, he said, 
though her financial disbursements 
were often misdirected. 

. . . And It* End 

The Mofaaranl died in late June, 
as we have said. Her last days were 
troubled by a suit in which ^e and 
her sons were embroiled regarding 
di^rbances alleged to have been 
crested in her name against some 
of her tenants in Caltiuha — shades 
^ aomindari feeling in urbanised 
Calcutta. She died before the suit 
was,settled. In Burdwan University, 
at least, loyal references were made 
to the high social standing and the 
ihrsire for social work of the Badhu- 
rani, daughter-in-law (of Bijoy 
<^nd Mimatab), 




It' was mported' ior some ^hne 
that lanab Abdus Sattar whoi^ nc!g- 
lected by Congress «s much, as tee 
Maharani was built up in the 1962 
Ejection, was defeated by the Ccun* 
munists in a rural constitubiicy, and 
whose elbowing out by Narifyan' 
dhaudhuri h linked with the Com¬ 
munists gettmg toe-hold in 1952 and 
1957, wi^ed to sedi Congress 
nomination fw the vacant seat. This 
meant the desire of progressive 
Congress elements to take the seat, 
and then ^the control of Burdwan, 
from the Atulya Ghosh group. 
Meanwhile Gurugobinda Baau has 
beefn unseated from his Parliament¬ 
ary seat for holding an office of 
profit without-declaration. Whatever 
happens, it seems that Dr Roy’* ex¬ 
periment in grafting local aristo¬ 
cratic traditions into popular repre- 


brsstehiagf dykes,ih' 

• But, many ' 

PoHtios in Ruttb^ is 
Of ciwse, ia a sense k it doited, 
for many of the local GtHimnnnati 
are in prison for ' allegedly pvo- 
Cbinese sympathies. Haiduisfana 
Konar is not free, to casl his-weight 
in the elections for both 'Parliomniit 
and the Legislative Aasetebly seat. 
Nor is Benoy Chowdhury. Congress 
has not given the nomination to 
Abdus Satjar either. They party ma¬ 
chine seems to have prevailed. One 
ia left to wcKider, not who will win 
the election, but in the stagnating 
feudal-commercial conditions of 
Burdwan, does any road leads to 
salvation? Burdwan is not unique: 
nor is it the only detour in the 
labyrinth that is Bharat. 

(ConcJuded) 


When 
is an item 

imworthyi’ 

As far as The Economic Times is concerned, an item is only 
newsworthy when it gives you news which will be worth 
your while to read. It’s important to know about taxation, 
company matters, industrial progress, foreign collaboration 
and aid, bank rates, cash-credit rates, marketing, advertising, 
labour problems, .today’s economic scene. 

You get all this vital information from all over India and 
abroad by glancing through the newspacked pages of 
The Economic Times. Keep your financial information 
up-to-date and use it to profit by reading The Economic Times. 

Only Rs. 18.25 brings 

THE ECONOMIC TIMES 

to you every day for 3 monthe. SubKribe today I 

A TIMES OF INDIA GROUP FUSUCATION 
SUaSCKIPTION RATCt. 

Yearly Rs. 73.00; Half-yearly Rt. 36.50, Quarterly 
Rs. 18.23 For further details, please contact: The Circula¬ 
tion Marui^f, The Economic Times, The Times of 
Inda Building, Dr. Dadabhoy Naoroji Road, Bombay I. 


tWT-ac.tfi3 


and Labour Inputs in A^culture 

Har Pal Singh 

Capital and labour, far fnom being competitive and mutually replnting, are at the pretent stage of 
development of our agriculture, kiglUy complementaty. 


The data collected by the Farm Management Studies shotv that generally unth an increase in capi- 
tal input, labour input also increases. 

In the absence of matching capital input, even abundant family labour, which has little or no 
opporturiity cost, is withheld from emfdoyment on the farms. 


JN underdevelop countries, and 
particularly in tl^ farm sector* 

' there exists a high pree of com¬ 
plementarity between different re¬ 
sources. The striking complemenUi- 
rity between irrigation and ferti¬ 
lizers, and better farm manage¬ 
ment and superior cultural practi¬ 
ces are well known. Perhaps there 
could not be a better instance of 
the recognition of this crucial rela¬ 
tionship than the Intensive Agricul¬ 
tural District Programme (com¬ 
monly known as the package- 
programme) whose underlying 
assumption is that a package of 
inputs will give more output than 
the sum total of output resulting 
from the use of these individual 
inputs. 

' « 

Serious Implications 

The implications of this relation¬ 
ship for the development of agri¬ 
culture during the early stages of 
growth, when the full complement 
of resources are not available, are 
serious indeed. The abundance of 
certain inputs like the labour, the 
relative scarcity of some others 
like capital normally results in low 
marginal productivity of the abun¬ 
dant resources. The result is 
either the use of abundant resour¬ 
ces at a very low and even zero 
level of marginal productivity or 
withholding of these resources from 
the process of production. Con¬ 
fining ourselves to only labour and 
capital inputs it is suggested here 
that in a given technological con- 
.text and in a short span of time, 
capital inputs, the scarce comple¬ 
mentary resource, influence the 
extent to which the available 
abundant labour resource ‘ can go 
into the production process. In 
such a situation the impact of in¬ 
creasing die input of scarce capital 
resources will be direct by contri¬ 
buting to increased production by 


itself and indirect through raising 
the marginal producfivjity of labour, 
the abundant resource and thereby 
stimulating the diversion of idle 
labour from leisure to production. 

High Correlation 

Professor John W Mel lor has 
mentioned the case of Japan, where 
the labour inputs per acre are .34 
times larger than in comparable 
types of farming in West Bengal. 
Ample labour is available on West 
Bengal Faims; it simply does not 
enter the process of production 
presumably because of its low mar¬ 
ginal productivity.' The Farm 
Management studies conducted in 
Punjab. M P, U P, West Bengal. 
Maharashtra and other Stales pro¬ 
vide evidence of a positive corre¬ 
lation between capital and labour 
inputs. With an increase in inputs, 
labour inputs increase atid with a 
decrease, labour inputs also dec¬ 
rease in sympathy. Generally speak¬ 
ing, capital inputs decrease with 
an increase in the size of holdings, 
and 80 also labour inputs. In West 
Bengal the coefficient of correlation 
between capital and labour inputs 
in Hoogly district was as high as 
+. 93. - Punjab and the districts of 
Ahmednagar and Nasik show equal¬ 
ly high coefficients of correlation 
between capital and labour inputs. 

When Capital Stimulates Labour 

This relationship will hold true, 
however, when all available labour 
resources have not been put into 
production process leaving little to 


be influenced by capital resources 
and whep the level of technology 
on all t})e farms where the toeli- 
cie'nt of correlation between capi¬ 
tal and labour inputs is studied is 
the same. For different levels of 
farm-technology, the reiationahip 
between capital and labour will be 
‘inverse’, i e, with growi^ig invest¬ 
ment of capital labour inputs will 
decrease because of the substitu¬ 
tion of the former for the latter. 
Actually in some oases, the same 
level of capital inputs may be 
accompanied by lower inputa of 
labour, due to a change in quality 
and efficiency of capital. The 
Farm Management Studies, which 
have been analysed, satisfy both 
the assumptions of the availablility 
of idle labour and comparative uni¬ 
formity of technology in use on 
the farms. In these conditlo'ns, 
fai from replacing labour, capital 
stimulates its use on the farm. 

Types of Capital 

Capital is a heterogeneous con¬ 
cept It includes fixed and tradi¬ 
tionally available forms of inputs 
as well as circulating or nofi-tradi- 
tional and new types of inputs.'* 
Table 1 shows the coefficient of 
correlation between these two types 
of capital inputs and labour inputs. 
The table shows a very high degree 
of co-variation' between capital and 
labour inputs. The coefficient of 
correlation is higher between non- 
traditional capital inputs and labour, 
than between traditional cafHtal in¬ 
puts and labour. This difference 


Table I : C.oefficient of Correlation between Traditional and Non-Traditional 

Capital and Labour 

_Non -Traditional Capital Traditional Capital 

Region Different Different Size Different Sire 

Crops of Holdings Crops of Holdings 

Punjab^.) 4- 94 + 95 + ,77 + ^86 ’ 

Ahmednagarif") + .95 -f 96 + 89 + .73 
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holds true evioi wh«n the catego¬ 
ries at iApnts are observed tor 
different crc^s and different size of 
holdings. TTie relatively lower co¬ 
variance between traditional capital 
inputs and labour is perhaps due 
to their indivisibility and the re¬ 
sultant over-allotment of some of 
them. 

The input of labour days varies 
widely among different cro])s and 
on different sizes of farms in close 
association with capital inputs. 
Abundant labour resource went un¬ 
utilized in all the three regions as 
shown in Tables 2, 3 and 4. The 
table.s suggest that a substantial 
proportion of farm family labour 
remained unemployed. withheld 
from entering the process of pro¬ 
duction presumably due to its low 

Tahl« 2 ; Employment of Family 
Members 


Region 

No Work of 
Any Kind 
(in day$) 

Attending to 
Social and 
' Family AlTairs 
(in da>*s) 

Ahmednaga 

r 77 23 

26 71 

Table 4 i 

Extent of UnempioymenI, 

Unproductive and 

Productive 

(Family) 

Labour in 

West Bengal 

Unproductive Unemployed Frodurtive 

Labour 

Labour 

Labour 

35 3 

33 7 

31 0 


marginal productrvily (which re¬ 
sulted in opting ion* lei^re) in 
the absence of scarce non-tradi- 
tional and traditional capital re¬ 
sources in matching quantities. 

Not Competitive 

The implications of our analysis 
are that capital inputs, particularly 
of the non-traditional nature not¬ 
ably fertilizer, etc, determine to a 
large extent the actual iriput of 
available family labour At a given 
time, fuller utilization of labour 
will depend on the availability of 
■scarce capital resources. Lack of 
a pair of bullocks, to give an ex¬ 
ample, will withhold inputs of family 
labour, even if it is abundant and 
lias no or little opjxirtunity cost. 
(.. H Haniimantha Rao, in his papet 
“Vi'ape Profit Relations in Agricul¬ 
ture" (T/ie Economic Weekly, 
Septembr-r 21, 196.1) says: “Some 
scope for increasing profits in the 
region may still lie in I'nrreasing 
the average per acre input of ferti¬ 
lizers, which may lesult in lowering 
the relative share of wages" (pre¬ 
sumably in total profit). Indirectly 
he concedes that the employinetit 
of wage labour is conditional on 
inputs of fertilizers. Going one 
step further, the relationship ana- 
ly.sed above .shows that even abun¬ 
dant family laboui, not to speak of 
wage labour, will be withheld in 
the absence of matching scarce 
capital resources Capital and 
labour, (therefore, far from lyeing 
comi»etitive and mufuaily lefilacing, 
are at this stage of development 
highl) romplementary. 


* bfeltor. John W, ‘T>»dkH»iieiit m 
Low-Income Countries”, Joumi^ of 
Farm Econoniics, The American 
Farm of Economics Ansociation, 
Vol XLIV, No 3. August 1962, 
Page 703. 

* “Studies in the Economies of Fann 
Management”, West Bengal. Re 
port 1953-56. 

(i) “Studies in the Economies of 
Farm Management," Punjab, Re¬ 
port 1955-56. 

(ii) “Studies in the Economies of 
Farm Management’', Bombay, Re¬ 
port 1955-56. 

■* Non-traditiona) capital input in¬ 
cludes the value of bullock labour, 
fertilizei, implements, irrigation, 
manure, etc Traditional ipputs 
include the seed, and reyenue, 
other resses, rent paid, and rental 
value of owned land, etc. 


New Fertiliaer Process 

^ PROf'ESS adapted and peifeet- 
ed by l-erulizers and Chemicals, 
fravaiicore, foi double utilisation of 
sulphur in the production of anuno- 
mum fertilizers was warmly com¬ 
mended at the ECAfL Fertilisers 
Conference at Trombay. 

The E(,AFE region except per¬ 
haps foi Japan, is short of sulphur, 
and all sulphur requirements have 
to be met from imports The usual 
[u'oeedure is to produce sulphuric 
acid from imported sulphur which 
IS then convened into a fertilizei 
like ammonium sulphate. 

In the process perferted by FACT, 
the samp quantity of sulphur is used 
twice by the ingenious device of 
first using the sulphuric acid to 
make phosphoric acid, which is 
then roiiveited into ammonium 
phosphate with ammonia The re¬ 
sultant gypsum (calcium sulphate) 
IS again used to produce ammo¬ 
nium sulphate Thus the same sul¬ 
phur is used for making two sepa- 
lale fertilizers. 

FACT has taken this economic 
double utilisation even one step 
further After ammonium sulphate is 
made, calcium carbonate is obtain¬ 
ed as a residue which i.s now pro¬ 
posed to be utilised for the, manu¬ 
facture of rement by Travancore 
f.ement, which is putting up a 
plant for this inirpose. 


Table 3 : Average Annual Employment of h Permnneni Farm Worker* 


Holding Sire 
Groups (Acres) 

Crop 

Pro¬ 

duction 

Exchange 

or 

Oralis 

Hired 

Out 

Social and 
Family 
AlT.^irh 

Tending 

of 

C.mle 

rot.!] 

0-5 

91 6 

15 1 

4 .3 

197 

107 5 

238 2 

5-10 

114.8 

7.0 

l.I 

25.2 

96 7 

245 4 

10-20 

144 4 

6,6 

1 1 

25.7 

103 3 

281 1 

20-50 

172 6 

5 1 

0 1 

28.0 

105 1 

311 1 

SO and above 

28 37 

23 

— 

127 

1464 

445 3 

Total 

150 1 

65 

08 

26 0 

103 8 

287 2 


♦ Permanent farm woikers include family adult men labourers and perma¬ 
nent hired worker*: 
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/ 'Under•Developed Non-Alignment Or^.. 

Romesh lliapar 

The debate in India on non^ignmeiit, sparked by the Chinese aggression, has become relevant for 
aU , non-aligned countries 

From it are bound to emerge more practical, hard-headed foreign policy concepts linked to the eco¬ 
nomic and social needs of the developing nations. 

It is for all those who value the spirit of non-alignment to encourage this debate, to participate in 
it With sympathy and to project it to sections hitherto unaffected by it. 

Then we wilt no longer speak of under-developed non-alignment. 


r 18 one of the ironies of our 
situation that ^ve begin to de¬ 
bate thoroughly the fundamentals 
of our political and economic be¬ 
lief only when they are menaced 
by the onrush of unexpected events. 
Such a reassessment was sparked 
by China’s attack on India in Octo¬ 
ber 1962 — that extraordinarily 
adventurist act which struck a giie- 
vDUs blow at Asian solidarity and 
which was sought to be justified on 
the plea that the Government of 
Jawaharial Nehru had refused to 
accept the slow Chinese penetra¬ 
tion of borderlands long considered 
to be part of the Indian sub-conti¬ 
nent No one — except, perhaps, 
the psychopathic anti-communist — 
expected a communist power to 
behave in this mannci against an 
uncommitted natio'n. In a flash 
the policy of non-alignment enun¬ 
ciated by India was under severe 
trial. 

New Crgency 

This debate also a.ssuines a new 
urgency ns a result of the foul 
murder of Pmaident Kennedy who, 
in just over two years, managed 
with remarkable success to niter 
the sectarian attitudes of his coun¬ 
trymen to the apjieals of the iion- 
aligned. In this way- he was able 
to prepare the way for the detente 
with the Soviet Union despite the 
contrary pressures exerted by Pek¬ 
ing. 

Today, a relapse into the old 
altitudes is possible in both the 
USSR and the USA, although it 
will be difficult to wipe out alto¬ 
gether the impact of the Khiush- 
ohev-Kelnnedy dialogues. This is a 
challenging situation in which the 
non-aligned powers can play a deci¬ 
sive. consolidating role. Each of 
these nations, to be effective, must 
hef[in the re-assessment In India, 
this r-^-assessment has at last started. 


Them is lillle jwipt in tracing 
the remarkably cynical way in 
which many protagonists of non- 
alignment within the ruling party 
in India were prepared to abandon 
the concept and to declare that 
‘the situation has changed’, This 
ideological collapse at both official 
and non-official levels, reflected in 
a panicky swing towards commit¬ 
ment oven at the cost of iibandoning 
the tactically vital support of the 
.Soviet I'nion, rudely shocked the 
non-aligned friends of India m 
Asia. Africa and Arabia. 

The .Sue* Analogy 

Rut even today, a year after the 
tragic events of October 1962. when 
the policy of non-alignment is again 
being stressed, no sustained effort 
has been made to probe its viabi¬ 
lity in the kind of conditions which 
confronted India during the Chi¬ 
nese push into Indian territory. 

To advanoe the example of Nas¬ 
ser’s Egypt at the time of the Suez 
Ciisis, as some did with consider¬ 
able imjiacl during the Sino-lndian 
collision, is not enough. True, in 
both the Egyptian and Endian situ¬ 
ations. junior partners of the op¬ 
posed blocs were involved and had 
acted against the wishes of their 
dominant partners. But the attempt 
to draw parallels between the con¬ 
frontations wa.s rather mechanical; 
India and China, both potential big 
pow'ers, weip not fundamentally 
hostile and the jiolitical ramifica- 
tio’ns of their collision were qualita¬ 
tively of a different kind 

However, even the crisis in which 
India found herself, militarily out¬ 
gunned and out-numbered by a 
neighbour who was believed to have 
abandoned war as a method of 
settling minor territorial disputes, 
could have been resolved if the 
full implications of a policy of 
non-alignment for an under-develop¬ 


ed country had been understood 
and acted upon. And if these im¬ 
plications had always been under¬ 
stood, no crisis would have deve¬ 
loped. I.«l me try to explain. 

Why Non-Alignment? 

To begin with, it might be use* 
fill to comprehend the major moti¬ 
vations behind the policy of non- 
alignment. It was not something 
born in a distant past or inspired 
bv the practices of antiquity as 
suggested by some Indian theorists. 
Non-alignment was the skilful, cal¬ 
culated answer of a very large sec¬ 
tion of the two-thirds of mankind 
who, rising from colonial bondage 
into freedom after the second world 
wai, faced the demand that they 
take sides in the battle of the blocs, 
in the cold war. It was 'not only 
a passionate de.sire for peace which 
dictated the acceptance of non-in- 
volvcment, but a dogged determi¬ 
nation not to be contaminated by 
the respective ideological aberra¬ 
tions of the tvcii blocs, aberrations 
based on the denial of either eco¬ 
nomic or political rights. Positi¬ 
vely, the newly-freed sought to 
evolve social structures which 
would fuse the economic egalitaria- 
ni.sm of the socialist-communist 
world with the humanistic and 
liberal traditions of ‘capitalist’’ 
societies in the West. 

This task, formidable even for 
the most adva'nced societies, was 
made immensely complicated in 
the under-developed world because 
political democracy was preceding 
economic growth. Almost inevit¬ 
ably. the democratic apparatus 
collapsed under the weight of tri¬ 
bal, revivalist, chauvinist and na¬ 
tionalist pressures. Only in certain 
parts of Asia, notably in India, was 
it possible to discern a still con¬ 
scious movement for economic ega¬ 
litarianism coupled with a huma- 
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nistic atad liber^ ftrivuig. But 
‘ in tbcM paxts, the policy <A amli> 
nligimient became confined incnsaa- 
iiwlylo the realm of inter-tiational 
a^ire; iU earlier relationship to 
domestic poUcics was soon for* 
gotten. Significantly, Africa and 
Arabia are also beginning to wit- 
neas this one-sided development of 
non-alignment because the lessons 
of the past, and particularly of the 
India-China collision, are not fully 
' grasped. 

India’s ‘Success Story’ 

India, under the leadership of 
Jawaharlal Nehru, rightly came to 
lie regarded as the foremost ex¬ 
ponent of the non-aligned position 
Her policies in the international 
field were an effective combination 
of a sustained and po.sitive asser¬ 
tion in favour of peaceful initia¬ 
tives to lessen cold war tensions 
together with a hard-hitting espou¬ 
sal of anti-colonialist positions 
This ‘mixture’ gave India a moral 
stature and prestige out of propor¬ 
tion to her actual influence in inter¬ 
national policy making In a world 
increasingly obsessed by the cold 
war, Jawaharlal Nehru became for 
the enlightened in the committed 
nations the fearless standard-bearer 
of man’s noblest aspirations. 

His domestic postures also won 
acclaim, for they constituted a re- 
fijtation of the theory that Asians 
were, incapable of nurturing the 
(democratic process; the millions of 
India began to conduct themselves 
with a decorum which startled even 
the British who had departed A 
comparison with neighbouring Pak¬ 
istan, which until only yesterday 
was part of India, was more than 
flattering. And, over the years, 
India becansr increasingly a cata¬ 
lytic rallying point lor the newly- 
freed. If there was criticism, it 
“ was only because India sometimes 
failed to live up to' the high stand¬ 
ards set by her admirers — as 
happened so strikingly over the 
much-misunderstood Goa develop¬ 
ments. 

As is so often the case, only a 
few were able to detach themselves 
.from India’s ‘success story’ and to 
detect the developing thregt to the 
policies popularised by Prime 
Minister Nehru. This threat lay in 
the field of economics. Over the 
years, despite talk of building a 
‘socialistic pattern of society’, thf 
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niln^ 'pbitticai ' in bulia liad 
been ihereasin^ tempteff to iilldrt 
the dass-tensioM aind c!eaxa|^ 
(which would result from any- ntci, 
of growth near or higher than 5 
per cent) by exploiting the possi¬ 
bility of mobilising foreign aid 
from both blocs- The internslioaial 
situatidn, with its heavy emphasis 
on bloc competition, was particu¬ 
larly favourable fpr this kind of 
activity —and India had the poli¬ 
tical and economic sophistication 
to embark On it without damaging 
her national dignity or sovereignty. 

' Admittedly, no sizeable advance 
can take place in an underdevelop¬ 
ed economy without some sustained 
foreign aid. But this foreign aid 
must be of the right sort and con¬ 
ditioned primarily by the needs of 
the receiving country. By and 
large India was able to obtain this 
kind of aid through a subtle stress 
on the need that both blocs had 
for her support and goodwill, an 
altitude for which sometimes she 
has been accused of political oppor¬ 
tunism However, short-sightedly, 
the development of the heavy in¬ 
dustrial sector which should have 
taken place in the course of the 
First Five-Year Plan (1951-56) was 
initiated belatedly during the Second 
Plan (1956-62). 

Misuse of Foreiitn Aid 

In other words, foreign aid was 
made to serve only a part of 
India’s vital needs; the still-domi- 
nant private sector of the economy 
made planned development and 
foreign aid subservient to its profit 
motive, diverting funds from funda¬ 
mental development to non-priority 
consumer production 'This trend, 
noticeable towards the middle of 
the Second Plan became more ac¬ 
centuated a.s the Third Plan 
(1962-67) was launched. Neverthe¬ 
less, India’s comparative prosperity 
among under-developed countries, 
and the sharpness of the right-wing 
attack on ‘doctrinaire planning’, 
prevented a correction of the grow¬ 
ing shift towards non-essential, pro- 
fit-orieiited production China’s 
limited invasion, however, was able 
to highlight what had been well- 
known among independent econo¬ 
mists and observers. 

It became clear that, despite a 
long period of u'ninterrupted plan¬ 
ning, India’s ‘mixed economy’ was 
unable to sustain a.combined effort 
for both defence and development, 


th^t 

aid ' wthtlS' haW ',16' M 'iiBbU^aii^ 
fnm foreign tmtrm, and dwt 
questions of sovanignty ndg^tinfli 
have to be loosely inteipfeted oAtfl 
such time as the nation bonld dis*- 
cipline itself to meet die new 
challenges spawned by the aggres¬ 
sive Chinese presence idong die 
northern border. Indeed, if it were 
possible accurately to ‘take a wad¬ 
ing’ of national moods, then it 
would have been seen that thinking 
India in October-November 1962, 
with the exception only of a tiny 
group of Nehruists, was diananding 
a full commitment to the so-Called 
anti-communist West as the only 
guarantee of survival. Fortunately, a 
combination of circumstances helped 
that tiny group of Nehruists to pre¬ 
vent a full retreat into coimnitment, 
but they also realised that the pedicy 
of non-alignment would have to be 
re-structured and re-lkiked to the 
domestic, economic and social 
programme if it was to remain re¬ 
levant and dynamic in the situa¬ 
tion now unfolding. 

Inlelleclual Bankruptcy 

But there was more to this pro¬ 
blem than we at first imagined. 
Efforts on the part of some of our 
forward-looking policy planners fai¬ 
led to find a proper ratio of spend¬ 
ing between defence and develop¬ 
ment which would serve our ’na¬ 
tional interests and also extend the 
gains of fifteen years of planned 
economic growth through the com¬ 
plicated priKesses of democratic 
functioning. Political parties soon 
despaired of finding the elusive 
ratio. 

Indeed, several economists, 
hitherto described as rtilightened, 
were tempted to play with the idea 
that the China-India-Pakistan ten¬ 
sion could be made to release forces 
which might ensure a rising rate 
of economic growth ! This dange¬ 
rous thinking, together with the 
rise of Hindu revivalism iu various 
fascist forms, underlined the bank¬ 
ruptcy of the Indian intellectual 
following the essentially minor 
military set-back in the north-west 
and the north-east, in Ladakh and 
NEFA. 

Even as political and military 
pressure was mounted for a mas¬ 
sive build-up against (Ihina, and 
there was talk of possible collusion 
between Pakistan and China, it be- 




' .'Witi^hattiMr'lntllai ‘ Would over ^ 

• yean do IcreperWble damage to hdr 
tfXtaimy and destroy the Moqpects 
of democratic ' growth, we wm* 
also conscious of dbe riM to pojvo^ 

" of, military foacfainee in Asia, and 
' .tliiWr appetite lor concordats widi 
ahspect 'defehsive' alltences. 

. • ^|owIy^ too slowlvf troth was 
rehiotantly accepted tlist we would 
have ^ to evolve a different, but 

• effective, kind of • answer to aggres¬ 
sive, neighbours if we wished to 
preserve our non-aligned positiqta. 
r iftoea years of comparative mcu- 
lity and the rather idealistic ac- 
ceptanoa of the principles of co¬ 
existence bad made. the Indian mind 
sluggish. 

New Thinkins Sparked br 
Foreigners 

Interestingly enough, it was for¬ 
eign specialist opinion which en¬ 
couraged the new thinking. Terri¬ 
fied at the prospect of a continuing 
military involvement between India 
and China which might become the 
basis for international conflict, 
aware of the need to preserve the 
economic and political stability of 
India at a time when a significant 
disengagement was taking place 
between the USSR and the USA, 
determined to do nothing which 
might extinguish the democratic 
experiment in India, the western 
policy-makers were persuaded to 
advise the Nehru government to 
avoid a massive and wasteful mili¬ 
tary commitment against China. 

They argued that an alert India, 
with a compact, well-equipped and 
properly-trained artny and air 
force (not very much, larger than 
at pi-e^nt) and able to deploy 
this force rapidly to any point 
along the Himalayas, could guaran¬ 
tee an internationally-recognised 
'frontier and deter the Chinese from 
any future adventurism. 

Inherent in this argument was the 
, theory 'that whereas it is possible to 
defend ourselvcS efl’ectively at little 
cost, the expense of a war against 
China to recover lost territories 
would be prohibitive and self-destr¬ 
uctive; moreover, it would be de¬ 
nounced by a majoriy 6f powers as 
a threat to internatjonaJ peace. The 
trationde of. die argument appealed 
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dl| ln^'lhi',a cnite otwal^PIliietat ,dluiates t 'rapid iuftf 

ov«r puHs .ti. defehee pafi^ bf U» public mtor or iti* i 

" «u»^ deVteoptnent. •. , dusb^. Whereas on the siirface'a' 

The Soviet Union, hdple» wltnesu ^ ; 

of Cbma‘samult on^her Indian ^ f*®" ***'. 

friend and, ally, aleo warned against kn i^uslry to suppqit 

* . L - . -o . deface ifffort cqnnot be entrus¬ 

ted to the indigenous private sector 
for the temple reatum that this seotqr 
wquld ^ compelled to rely on forej* 
gn coiiahoratbn Co deliver the 
goods and in the process of collabo¬ 
ration would succumb to the s^ways 
more powerful foreign partner, The i 
public sector, , govenunmU led, 
would also seek foreign collaboration, 


those tvho tailed of arming to the 
teeth — an attitude which is kea- 
lously maintahied de^ite the breach 
with China. To help resolve'the di- 
lemma over defence and develq)- 
ment, Khrushchev offered to step up 
economic aid for vital projects and 
even indicated that military supplies 
would be available; the S^et 
Union also plersuaaed a .number of 


reign collaborator and fo ensuie 


{0 

national sovereignty should it he 
threatened. In any case, the demo¬ 
cratic pressures in India would per¬ 
mit only public development for ' 
d^ence. This fact, toMther with 
the deep and widespread conVictfon 
that private enterprise must not en¬ 
croach. into tjie armaments field, 
determines the pattern of develop*^ 
ment once the country is .embgrked 
upon a limited defence programiwh 
to reinforce an independent for«gl)i, 
policy of non-alignment. 

Foreian-Doinlnated Private Seetae 
In other words, the effort' tp pre- ' 


communist Gentries - particularly but * d«>Un«ly “O'® 

Poland, Cmchoslovakia and Yugos- table pos.tmn to discipline the fo- 

lavia-—to assist India militarily. 

This tangible support from an un- 
exetted quarter, support which the 
politician wedded to non-alignment 
'saw as the vindication of his stand 
and a re-strengtheinhg of’ his bar¬ 
gaining position vis-a-vis the West, 
had the effect, certainly not intend¬ 
ed by Khrushchev, of blunting the 
effort to forge an independent foreign 
policy for an under-developed India. 


Unimpressire New Image 

But events were moving rapidly, 
and the sharpening in the thinking 
process which had earlier taken 
place soon asserted itself as the 
new image of India appeared to serve a sovereign non-aligned posi- 
suggest a helpless'figure propped up *|®e the situation projected by 
by a number of powers who were clash along the' Himalayas can 
' motivated by their selfish interest, have a tremenaously nevoIutionAry 
A socialist leader, known for his anti- impact on the formulatioir of India’s 
Nehru .postures, described the foreign economic policies: A growth of fha 
policy of non-alignment as based 5n public sector, to sustain and 'no.u-' 
‘alternate slavery’ to the USA and 
the U S S R. The ztmy staff, hyper¬ 
sensitive over the denfal of equip¬ 
ment in the past which had made 
them impotent in the face of a Chi¬ 
nese atack, ridiculed the idea of 
building strength on the left-over 
military hardware of both the blocs. 

Politicians of various persuasions, 
now able to take ndte of the dangers 
inherent in military commitment to 
either of the blocs or to both, also 
began to demand a policy of self- 
sufficiency in defente based on the 


rish noripkl peace,-time developmeijt,' ‘ 
and now also a limited defence sys¬ 
tem independent bf the blocs, forces 
the pace of socialism in our undei^ 
developed economy. This prospect . 
is quite clearly seen by the organis-' 
ed private sector which agitates for 
‘a full and ungrudging military com¬ 
mitment’ to the West as the only 
possible way of avoiding ' ‘socialist 
thraldom’ at home. Tlus realisation 
is not as clear to, or is conveniently 
ignored by, political circle which 
declare themselves to be Miciajist 
concept of a limited and effective hut are fearful of the polarising 
deterrent. At the moment, we are eff^t of such policies on, t|icir omnri 
at this stage of diffused consciousness, pilous, untutored following. 

The desparate attempt to run 
away from this brutal fact is' seen in 
the effort to encourage foreign In¬ 
vestors, to emer Ihdia in sectors 
hithetto denied them while the pub, 


But if there is to be a brtak-through, 
to clarity, it daimot be long delayed. 

, For an undw-developed economy., 
self-sufficiency in defence to support 
an indqjendent foreign policy of 
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Ik: aeddr conc«atrat« on Artm* 
menu. In thii way, it is believed 
the %ievitability’ of the drift to wi» 
ciaKsm can be disproved. But, agaiti, 
thinking elements point to the poll* 
tfcal repercussions which will follow 
the growth of a foreign-dominated 
private sector; there can be no de¬ 
nying that it will devote its ener¬ 
gies to modifying those policies of 
the Government of India disapprov¬ 
ed by it, and it will have the money 
and influence to do so. In other 
words, the more one studies the 
question of securing the policy of 
non-alignment in the setting of an 
under-developed country like India, 
the stronger the conviction that the 
public sector will have to take over 
what Prime Minister Nehru used to 
call the ‘commanding heights’ of 
the economy. 

We have seen how it is possible 
to reconcile the contradictory de¬ 
mands of defence and development 
given a fairly coherent and wide¬ 
spread understanding on the viabi¬ 
lity of a policy of a limited deter¬ 
rent, and how this kind of rational 
approach permits a further consoli¬ 
dation of the concept of non-align¬ 
ment for an under-developed or de¬ 
veloping country, but this implies 
more than just a few crucial shifts 
in economic and political emphasis. 
Too long have the under-developed 
nations of Asia and Africa been 
content to see non-alignment mere¬ 
ly as a large envelope which enclo¬ 
ses a mass of anti-colonialist aspira¬ 
tions. Now, an increasingly positive 
and constructive direction has to be 
given to the concept if the non-align¬ 
ed nations desire that their special 
role in international affairs should 
assist the disengagement between 
the still-opposed blocs, strengthen 
the defences of peace among the 
nations and redress the imbala.nces 
between the rich and poor nations. 
And this can be done only if the 
non-aligned nations reorganise rela¬ 
tions among themselves to serve 
their purposes better. 

What is involved in this reor¬ 
ganisation? 

First, we have to realise that mere 
co-existence is not enough within 
and without the ncHi-aligned world; 
it must be replaced by an organis¬ 
ed programme of oo-discovery at 
every levej which Will puncture 
accepted dogmas now standing 
way of ideological growth. 


SBeend, and foibwing frota the 
first, we have to direct our tioncea- 
trated attention to die economic and 
social relations between our coun¬ 
tries which have been neglected al¬ 
though they alone provide the foun¬ 
dation for sustained co-operative en¬ 
deavour; in other words, there is 
no reason why it i« not possible 
unthin the non-aligned world to 
tackle many of the economic prob¬ 
lems which hitherto we have attemp¬ 
ted to surmount with assistance 
from the committed world. 

Pernunent Machinery for the 
Non-Aligned 

Third, we should discipline our¬ 
selves so that we do not become en¬ 
meshed in artificial controversies 
and tensions rooted in national 
chauvinism: these aberrations tax 
the limited energy of the non-align¬ 
ed world and blunt the struggle of 
the people for a better life, a truth 
simply highlighted by the India- 
China collision. 

Fourth, the realisation has to be 
spread that broadly the interests of 
the non-aligned and under-develop¬ 
ed are best served by the mobilisa- 
tion of the forces for peace and the 
defence of the United Nations and 
the expansion of its agencies, parti¬ 
cularly those which attempt to re¬ 
duce the grulf between the rich and 
the poor nations. 

And, fifth, an attempt must now 
be made to establish a permanent 
machinery to tackle the alarums and 
eruptions within the non-aligned 
world, a machinery which will insu¬ 
late the area frmn the pressures of 
the committed. 

This programme of reorganisa¬ 
tion will have to be undertaken at 
a time when not only the hostile 
blocs are themselves undergoing 
deep transformations sparked by 
the clash of national interests, but 
when the non-aligned world, large¬ 
ly a world of small countries, is 
likely to see the emergence of larger 
and fewer fiower units — eg, Great¬ 
er Indonesia or Maphilindo, a big¬ 
ger U A R or an Arab Federation, 
a giant Ghana or a West African 
Federation and an East African 
Union, and so on. These new group¬ 
ings might well attempt to tilt the 
balance of world forces this way and 
that to help the advancement of 
their reflective interests. In other 
words, we roust keep these perspec- 



titim in v3«w a# 

organise our reiaUoin, to ditiM^Ve 
the warring postures of the oxisting 
blocs and to (ilear the way for 
healthy, meaningful dialt^^iws be¬ 
tween them. 

are today entering a remark¬ 
ably flexible period in international 
relations, seriously complicated by 
President Kennedy’s assassination. 
In such a situation, when the rights 
and wrtmgs of various policies may 
well he hidden under many layers 
of contradictory and equally per¬ 
suasive arguments, a policy of non- 
alignment cannot be applied mecha¬ 
nically and without perspective, 
nation-wise and region-wise. This 
fact will place heavy strains on the 
leadership of the under-developed 
world unless it is able to establish 
a structure of research and consul¬ 
tation to support its policy-making. 
It is an aspect which has been tho¬ 
roughly neglected in the past, reli¬ 
ance being placed on the ‘hunches’ 
of charismatic leaders. To continue 
to neglect it is to invite disastrous 
setbacks. 

And, so, the debate on noTi-align- 
ment sparked by China’s assault on 
India has become largely relevant 
for all non-aligned countries. From 
it are bound to emerge more practi¬ 
cal, hard-headed foreign policy 
concepts linked to the economic and 
social needs of the under-developed 
or developing nations. It is for all 
enlightened people, who value the 
spirit behind non-aligned policies, 
to encourage this debate, to partici¬ 
pate m It with sympathy and to pro¬ 
ject it to those sections so far un¬ 
affected by il. Then we will no 
longer speak of under-developed 
non-alignment. 


Non-Receipt of Copies 

Subocribers are requested to 
inform us regarding non-receipt 
of their copies within a fort¬ 
night of the date of publica- 
tiem. It will not be possible to 
replace a missing issue, free 
of cost, unless timely intima¬ 
tion Is given. 

Complaints can be attended to 
prompdy if subscribers kindly 
remember to mention their 
subscriptiofn number. 
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The Life Insurance Corporation of India 

Statement by tbe Chairman, ^iri B K Kaui, ICS 


XHE following is the statement 
made by Shri B K Kaul, Cbatir- 
man, at the Ninetieth Meeting of 
the Life Insurance G>rporation of 
India held in Bombay on November 
25, 1963: 

The draft of the Annual Report 
and the Statement of Accounts for 
the period Ist January 1962 to 31st 
March 1963 have been circulated 
and are now before us for our con¬ 
sideration. 

New Business 

During the accounting period our 
new business amounted to Rs. 746 
crores under 17.68 lakhs policies 
as against Rs. 609 crores under 
14.70 lakhs policies in the year 
1961. At the present accounting 
period comprised of 15 months as 
against 12 months in the previous 
year, a direct comparison of the 
figures is not possible. However, 
the new business performance dur¬ 
ing the accounting period may be 
evaluated by a comparison of the 
business completed during the year 
1st April 1962 to 31st March 1963 
with that completed in the year 1st 
April 1961 to 31st March 1962. 
In that year the Corporation com¬ 
pleted a business of Rs 617 crores; 
and now for the 12 months period 
1st April 1962 to 3 Ist March 1963, 
It has completed a new businese of 
Rs. 708 crores. The progress may 
be considered satisfactory 

It is gratifying to note that as 
many as 12.22 lakhs policies issued 
during the accounting period were 
taken by persorus who were insur¬ 
ing for the first lime. This shows 
the growing insurance consciousness 
amongst our people and also the 
effort made by our field force to 
spread the message of insurance to 
people who had not so far availed 
of this benefit. 

' Rural Development 

Out of the total new policies^ as 
many as 6.77 lakhs policies assuring 
Rs. 233.45 crores were issued to 
people in rural areas. Thus, about 
two-fifths of our total policies and 
about one-third of the total sums 
assured were written in the rural 
areas. 


As a result of a recent amend¬ 
ment to the Insurance Rules 1939, 
it will now be possible for us to 
appoint Co-operative Societies and 
Panchayata as our agents. Depend¬ 
ing upon the co-operation that we 
can get from this source thia should 
give a fillip to rural business. 

The main difficulty in regard to 
rural business is lack of facilities 
for collection of premiums. We 
had launched early in 1962 a pilot 
scheme in the Jaipur District of 
Rajasthan for collection of premiums 
through post offices. Efforts are be¬ 
ing made to extend this scheme to 
other areas, where no collection 
facilities are available, in consulta¬ 
tion with the portal authorities. We 
have also made arrangements with 
the Government of Madhya Pradesh 
for Block Development Offices to 
collect life insurance premiums at 
their headquarters. 

We now have an office in each of 
253 out of the 312 districts and in 
5 out of the 11 Union Territories 
in India. In 1963-64, we propi^ 
to open offices in 2 more districts. 
Besides these offices, we have deve¬ 
lopment centres in 27 of the remain¬ 
ing districts and in one of the re¬ 
maining Union Territories. We are 
proposing to open 16 Branches and 
sub-offices during 1963-64. Our 
organisation is now spread fairly 
wide in the country. 

Non-Medic«l Business 

Paucity of medical examiners for 
conducting medical examination of 
the lives to be assured in rural areas 
has always been a difficulty in ex¬ 
tending our activities in the rural 
areas. This has been got over to a 
large extent by a wider application 
of the non-medical scheme. 

Under the. general scheme, which 
now extends throughout the coun¬ 
try, medical examination is waived 
in respect of proponents within cer¬ 
tain age groups, provided the total 
insurance on their lives does nPt 
exceed Rs. 2,000. Under this 
scheme, new business of Rs. 43.44 
crores under 2.87 lakhs policies was 
completed during the aiccounting 
period. 


Besides the general scheme, we 
are also insuring without m^ical 
examination special categories 
persons rn civil employment upto a 
total sum assured of Rs. 5,000 which 
limit was increased in 1%1 to Rs. 
10,000 in the case of eligible per¬ 
sons whose ages at entry do not ex¬ 
ceed 30 years nearer birthday, and 
also in the case of category “A-l” 
of the commissioned officers in the 
Armed Forces. Under this scheme, 
new business of Rs. 112.23 crores 
under 4.25 lakhs policies was com¬ 
pleted during the accounting period 
bringing the total non-medical 
business to Rs. 155.67 crores under 
7.13 lakhs piolicies. 

Foreign Bniines* 

The political and economic 
changes in some of the foreign 
countries where we operate have 
had their effect on the development 
of our business. Due to various rea¬ 
sons our progress in Fiji and Malay¬ 
sia has not been satisfactory, bat 
in U.K. and Aden we have made 
good progress. We have been able 
to maintain our position in East 
Africa and Mauritius, Due to the 
sustained efforts of our officers and 
agents, our total foreign business 
during the accounting period came 
to Rs. 11.24 crores under 9,498 
policies as against Rs. 10.03 crores 
under 8,056 policies in the year 
1961. Special mention must be 
made of our London Branch which 
wrote during the accounting period 
a new business amounting to over 
Rs. 2 crores. 

Business in Goa 

We started transacting new busi¬ 
ness in Goa, Diu and Daman in 
1962 and up to 31st March 1963 
we issued 2451 policies assuring Rs. 
1.28 crores. Policies issued by the 
erstwhile Portuguese companies to 
Indian citizens which are now be¬ 
ing serviced by the Corporation, 
will be taken over by us after the 
Life Insurance Corporation Act is 
made applicable to these territories. 

Group Insurance and Group 
Superannuation Schemes 

During the accounting period^lmr 
business amounting to Rs. 




flWJ^ fiis yrtttBft tuuier the 
tmil^ce ,Schetii^ anj umj^r tm 
Group . 'Suptmunraaticwi Schaq!tea« 
life Anituities of. over Rs. 5 laikhs 
>jihd Annuity Certain of over Rs," 1 
lakh mr annum have been granted. 
liiis.bUgiheM has made considerable 

S rogress in the Western Countries. 

i^e can also write larger businesa 
under these scheiues if we get the 
necessary support from the emplo- 
of the bigger undertakings. 
* These schemes provide the benefits 
t of life insurance at cheaper rates, 
, and with the employer contributing 
a part of the premiums, the burden 
on the employees is further reduced. 

‘ I am sure enlightened employers 
will come forward in larger num¬ 
bers to. make the ' benefits of these 
schemes available to their employees, 

Business in Force 
The total business in force as at 
31st March 19fi3 was Rs 3,168 cro- 
res under' 95 lakhs policies as 
against Rs 2,737 orores under 86 
laichs policies at the end of 1961, 
thus recording ap increase of 15.7 
per cent during the period. 

Lapse Ratio 

The ratio of net lapses to the 
mean business in force was 8.1 
‘ par Cent during the period 1st Janvv 
ary 1962 to .31st March 1963 as 
..against 7 ^er cent in 1961 and 6:6 
per cent in 1960. The tendency of 
the net lapse ratio to rise in spite 
of the efforts put in to improve the 

? uatity of business is disquieting. 

here is hardly anything an insurer 
can do to prevent laipses attribut¬ 
able to factors beyond its contrpl. 
At the same time, efforts to improve 
the quality of biisinees so as to 
‘ minimize lapses'ahributalde to new 
business of doubtful quality must 
be continued to be made; if any¬ 
thing they need to be pursued more 
vigorously. With this end in view 
‘it has bran recently decided that a 
fresh proposal, from any person 
-whose calling"pblicy has leqised 
within Rie preceding 3 years, would 
be entertained only Jf such lapsed 
policy is first revived by hhn for^ 
which, purpose special facilities are. 
. now giveh. 

Valuations 

During the period under review 
the Third Bienniah Valuation of the‘ 

, Corporation’s, business as at Slst 
December 1961 was, completed. As 
a mndt therstd Ra' 32.73 tn-ores wer^ 
allocated to the participating poli- 


tho idsvwiddi^ biinyus 

allotted to ptdldok kaaed by 'the 
Corporation^ aa Vrell'' as pt^iea 
issu^ by the erstwhiile • .imu^ars, 

1 were the same aa those declared in 
respect of the firs two valuations as 
at Slst December 1957 and Slst 
’ December 1959 req>ec(ively. The 
amount alloeatod to the Central 
Government was Rs 1.72 croies. 

Consequent upon the idiange in 
the accounting year of the Coipora- 
tion it has been decided to make 
the Fourth Valuation of the Corpo- , 
ration’s business as at Slst March 
1963 and the same is in progress. 
It is expected that the resulto of this 
valuation would available early 
in 1964. 

Mortalit)' Investigationt 

The Corporation has taken on 
hand a detailed investigation into 
the mortalily of assured lives during 
the years 1961-64. It is proposed 
to construct a Life Table, on the 
bgsis of the experience during the 
years 1961-64 of niedically examin¬ 
ed male lives accepted at ordinary 
rates under Whole Life ^nd Endow¬ 
ment Assurance plans. It is also 
proposed to investigate separately 
the eiqjerience of male lives assured 
under the non-medical scheme, and 
of the female lives assured with the 
Coffwration. 

During the period under review a 
preliminary investigation into the 
mortality of assured male, lives has 
been made. A Life Table based upon 
the experience during 1961 of nine 
major Integrated Head Office Units, 
accounting for about three-fourths 
of the entire business in force of 
all the insurers prior to nationalisa¬ 
tion, has been prepared and incor¬ 
porated in the Report. The results 
of this investigatidn confirm that 
there has been considerable improve- 
rosnt in the mortality of assured 
lives in India, sinoe the publication 
of Oriental’s 1925-35 experience. 
The investigation into the onortality 
experience of • lives assured with the 
Divisional Offices of the Corporation 
also confirms the same. 

, Premium Rales 

It has often been suggested that 
in view of the favourable experience 
of the Corporatiim, particularly in 
regard to' mortality, the premium 
rates ^ould be reduced. I may men¬ 
tion in. thia .cqnnection that when 
most of the, insuren effected substan¬ 
tial teduotiolui ip die rates of pm- 
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tot wa* aaUifipa^ and taken into 
account. Fur&er, in hdopdng in 
1956 the- pramiuto rates ^ thw 
“prieijtid”, a38»f further .iieductr^ 
them by Rs 1/- per dmusand sum, 
assured «r S ^er cent-df the p#e* 
mium, whichever was less, the C^* 
porotimi anticipated econoiny in' ex¬ 
penses. However,' in view of die 
increasing pressures of inflationary 
, foriBee'it would be too niu^, to ex¬ 
pect any significant' reduction in 
expenses in the near future. * ’ ' 

As regards the mortality basis 
underlying the premium ratee the 
same' can be reviewed only when 
the low rates of mortality now being 
experienced are stabilised. This 
would be known only in 1966 when 
the results of the detailed investiga¬ 
tion into the mortality experience 
for the years 1961-64 undertaken by 
the Corporation are expiected to 
become available. 

Apart from this it is the general 
practice among insurers even in 
foreign countries not to revise fre-i 
quently the premium rates for with 
profit policies. The general view of 
the insurers is that changes in ex- 
perience as regards mortality, inter¬ 
est and expenses can more equitably 
be handled under with profit poli¬ 
cies by changes in the bonus rates 
‘ than by changes in the general level 
of premiums. This is particularly , 
significant when 90 per cent to 95 
per cent of the new business is gene-' 
rally under with profit plans as is 
the case in this country. Moreover^ 
passing on the benefits of favourable 
experience in the form of reversion¬ 
ary bonuses to the- policy-holders 
rather than reductions in premiums 
is desirable as an and-iirffationary 
measure. 

Premiiun and other Income 

The premium for the accounting 
period amounted to Rs 150.38 cro- 
res against Rs 112.30 crores in the 
year 1961. 

The total income for the accoun¬ 
ting period was of the order of Rs 
185 crores as against Rs 141 qrores 
in 1961. 

Life Fund, Investment* mtd 
Total Aiieta 

Hie Corporation’s life fund as at 
Slat March 1963 was Rs 720.70 cro¬ 
res registering a handsome rise of 



!U 91.94 crotm After taking into ac^ 
count the adjustments ma^ to the 
life fund at die beginning of the 
year. 

Of the total investments in India 
of Rs 623.64 crores the public sec¬ 
tor accounted for 76.8 per cent and 
the private sector 2.3.2 per cent. 
During the year, 58 new i.sxue.s were 
underwritten to the extent of an 
aggregate sum of Rs 19.53 citires. 

The total .i-ssets of the (’.orpon- 
lion as at 31x1 March 1963 ainoun* 
ted to Rs 785.94 crores a.*- against 
Rs 696.31 crores at the end of the 
year 1961. The net increase m the 
assets of the Corporation, since its 
inception, amounted to R.s 371 
croies 

Rule of InterPBl 

The Income from interest, divi¬ 
dends and rents liefuie deduction of 
income-tax rose to Hs 39,38 < rotes 
during the accounting pei ioil from 
Rs 27 9.5 crores in 1961. The gross 
rate of interest lealised on the mean 
life insurance fund was -1 76 per 
cent pel annum as against '1 8(1 |)<“i 
cent pel uiimuii dining the jnc\ions 
yea I. 

The net i.ate rcali.scd also fell 
from 4 68 per cent in 1960 to 4.08 
jier cent during the period. The 
marked fall in the net rate of intei- 
est IS mainly attrihutalile to the lact 
that, whereas the tax lel'nnd accoun¬ 
ted for in the Revenue Account for 
the year 1961 comprised refund in 
respect of two years, m the act on ri¬ 
ling fjeiiod under review .such tax 
refund comprised refund in respert 
of one year. Had only one year’s 
lefnnd been received in 1961. the 
net rate of interest for that year 
would have been 4,20 per cent as 
against 4.08 pei cxuit per annum 
during the pr’nod of 15 months end¬ 
ed 31st March 1963 

Again, dividends on Preference or 
Ordinary Shares are generally der- 
lared once a year. There are com¬ 
paratively few declarations of divi¬ 
dends during the months of Janu¬ 
ary, February and March Thus, the 
total quantum of dividends -declared 
during the period of 15 months, 
which included, besides the calen¬ 
dar year 1962, the first quartet of 
1963, was not proportionately hig¬ 
her. As a result, the yield for the 
entire fjeriod of 15 months was de¬ 
pressed. Since the annual rates of 


iHterestf grow u well as MX, were 
derived by adjustment of the res¬ 
pective rates for the 15 months 
period, the same have shown a fall 
by comparison with the normal ac¬ 
counting period of one year. 

Ex|ienae« of ManagemeM 

The overall expense ratio of the 
Corporation for the accounting 
period is 29.3 per cent as against 
28.0 per cent in 1961. The tenewal 
exfietise ratio, for the period is 14.1.$ 
per cent as against 12,42 per cent 
in 1961. The inctrjase is largely 
Jitribiilalile to the addition to the 
expenses on salaries and allowances 
due to revision in the salary scales 
of employees in Classes Ilf & IV 
mill effect from 1st January 1962 
as a result of the settlement with 
the two Associations lepresentiiig 
these employees. 

Claims 

Chums for the acrouiiting period 
inclusive of bonus addition amon.n- 
led to R« 31 40 <Tores under ma¬ 
tured policies and Rs 12.50 oiores 
undei policies becoming claims by 
death. The total claims for the 
peiiod amounted to Rs 43.93 crores 
ns compared with Rs 34.11 crores in 
1961. Outstanding clatms as at 
'll “I March 196.3 amounted to Rs 
13.55 crores as against Rs 13.93 
cioies as at .list December 1961. 

Building; Activities 

We havp on hand construction o/ 
a laige number of buildings to 
house our offices and also for invest- 
meiit purposK-s Although the short¬ 
age of building materials has hind¬ 
ered out hurlding activities to some 
extent, Sfieeial efforts are being 
made to complete the various build¬ 
ings, at different stages of construc¬ 
tion. a.s early as fiossible. The 
housing of our offices in our build¬ 
ings would relieve the present con¬ 
gestion and would lead to more 
efficient working. Suitable plots of 
land have hee.n, theiefore, purcha¬ 
sed for our Divisional and Branch 
Office buildings at various centu's. 

Mortgages 

The scheme for grant of loans on 
mortgage of immovable properties 
has been extended to 5 additional 
centres and is now in operation in 
26 cities. The revised scheme for 
grant of loans to policyholders for 


constructiCHh of houses termed ‘Owb 
Y our Home Scheme'’ has since lie^ii 
finalised. It will come into opera¬ 
tion in 26 selected place's in e.uly 
1964 and will lie extended to .'0 
moie places during the course of 
that year. Thi.s Scheme will enable 
the middle class people to own their 
homes with the Itelp of loan facili¬ 
ties 

I have always received sincere 
eo-operalioii and valuable advice 
from niy tol leagues on the Board 
anil on the Investment Committw. 
1 offer my grateful thanks to them. 
1 lake this opportunity to record my 
appreciation of the service.s render¬ 
ed by the officers and staff at nil 
levels. It IS tiieii .services which 
li.ive solely eontrihiiled to the fine 
ii-snlts achieved by the Corporation. 
Finally, 1 thank all the, agents who 
have done suih excellent work in 
s])rcQdiiig the message of insurance 
to people, thereby enabling the. 
Corporation to inuinlain the steady 
increase in the new inismess. 


J K Cotton SpK & WvR 

PROLONGKD labour strike. 

loss m importing raw materials 
under the export promotion scheme, 
increa.sed cost of production, addi¬ 
tional excise duties, dislocation ’n 
the working of a Unit and unsettled 
trade conditions have all contribu¬ 
ted to a sharp fall in the profits 
of J K Cotton. Spg & Wvg Mills 
during the year ended December 
31, 1962. Sales dropped from Rs 
5 17 crores to Rs 4.83 crore.s Net 
profit receded sliarply from R® 
25.09 lakhs to Rs 69,748. Taking 
into account the balance of the 
previous account, the Directors 
propose to pay preference dividend 
amounting to Rs 1.38 lakhs and 
pass over the dividend on equity 
shares. 

The Mills have added during the 
year six combing machines, cme 
Calico Manzle Curing machine and 
one water softening plant. The 
Mills ate manufacturing defence re¬ 
quirements also The Directors 
state that the present selling prices 
of rayon yarn are uneconomic espe¬ 
cially for a 5-ton capacity plant. 
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The Drift Goaiinues 
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Afmnd SmiAwy Markets 


TltwMliiT’, Moining 


J)ALAL STREET brat a further 
1 ‘rtreat last week. The retreat 
was smail and orderly and crtnsider- 
ing the week’s news, the stock mar¬ 
ket could well he said to have put 
up a brave .show The sudden and 
tragir de,ath of President Kennedy 
sent a tremour through the market 
and it was felt that his exit might 
harden U S attitude towards India. 
The market’s anxiety lias been 
greatly relieved by President John¬ 
son’s assurance that he would con¬ 
tinue the policies of the late Presi¬ 
dent. But it was in its reaction to 
the various bills introduced in the 
Lak Saliha by Shti Knshnamachari 
that the stock maikel has showed 
amazing calm. The market had been 
looking foi fiscal concessions to 
tone up the investment market and 
restore the confidence of the corpo¬ 
rate sector. But what it has got in¬ 
stead IS a series of measures which 
aim at a stricter tontrol over the 
private sector. 

Gold control which was thought 
to have been relaxed by TTK is 
being tightened up tinder the 
Gold Control Bill, the Government 
is seeking powers to fix a limit on 
ornaments, which is very necessary 
if the gold policy is to make much 
sense The Banking Companies Act 
ia being amended to strengthen the 
Reserve Bank’s control over the 
country’s credit and monetary sys¬ 
tem. The -projKiiied legislation has 
been descnheil by tlie banking 
communijy as a step just short of 
nationalisation The Companies Act 
is being amended to empower the 
Government to remove managerial 
personnel found guilty of fraud and 
other malpractices from positions of 
authority. Another important pro¬ 
vision empowers the xGovernment to 
convert a loan to a company into 
shares of that company on fan and 
equitable terms. Another bill re¬ 
lates to the establishment in the 
public sector of a unit trust for 
investment. 

The proposal for setting up a unit 
trust is about the only mea.su re 
whirh eould cheer the stock market 
But if the market ha.s not been un¬ 
nerved by the other proposals ainsed 
at strieter policing of the activities 


of the private sector it is not be¬ 
cause the market is impressed by 
the laudable objectives behind these 
measures. The stock mju-ket has 
not yet given up hopes that TTK 
will not lake long to redeem his 
assurances he had held out in his 
October broadcast that he would 
take effective steps to revitalise the 
investment market and accelerate 
the industrial and economic tempo. 
And if the market’s expectations in 
this regard are not quickly realised, 
the process of technical ^justment 
that is now' well underway will turn 
out to be a very painful aUair. 

Cotton 

Didl and Sulrdued 
’J'RADING in cotton last week 
was an 'extremely dull affait, 
particularly in the spot market 
Spinner interest remains reistricted 
and only the needy mills figure as 
buyeis. Arrivals are picking up, 
though rather slowly. They have 
not yet had any significant impact 
on the market. Spot pnees have 
not registered any noticeable setback 
recently The general tendency, 
however, is subdued. Prices should 
ease with the increased tempo of 
arrivals in coming weeks if spinner 
inquiry does not revive appreciably. 
Mills are known to have been eating 
into their stocks over the pa.st few' 
months. It would be, reasonable to 
expect that the mills would like to 
replenish their stocks when the eroji 
movement gets into swing hut in 
vic^w of the fairly comfortable sup- 
jily position — the 1963-64 crop is 
currently estimated between 57 lakh 
and ,59 lakh bales — mills will he 
able to bargain. A great deal will, 
of course, defiend on how the much- 
talked-about buffer scheme is going 
to lie implemented. 

While the spot cotton market was 
dull and subdued, futures moved 
rather erratically because of fluctua¬ 
ting weather reports. After easing 
from Rs 704.25 to Rs 699, the 
March contract recovered to Rs 

705.25 but declined quickly to Rs 

698.25 and at its Wednesday’s clos¬ 
ing of Rs 698.3[5 the contract show¬ 
ed a net loss of Rs 3.75 over the 
week. Id view of the improved sup¬ 


ply position and the Jikely ihenen^ 
in the pace of'arrivala in coining 
weeks, speculators are reluctant ;{o 
‘bull’ the QUtiiiet But beats, too',iare 
I'D no mood to be aggressive because' 
of the continuity uncertainty abodt 
the buffer stock scheme. Not many’ 
people will perhaps remet t^ de<> 
line in the voliime of speculative 
aaivity. Few people really believe 
that the facility of futures trading is' 
being availed of for genuine hed« 
ging purpose. ' ‘ 

While the general tendency is 
subdued, Bengal Deshi prices- have 
continued to display a firm tendency 
because of the fairly good off-take 
by mills and export houses and Uic 
not-so-very-satisfaetory pace of arri¬ 
vals. The statistical position of 
Deshi cotton seems rather tight. 
Export sales are estimated around 
75.000' bales and oversea? buyers 
continue to evince good interrat, in 
Indian Deshi cotton. It should not 
take long for the entire export quota 
of two lakh hales to get exhausted. 
Oilseeds 

Groundnut Firm Again 
'pHE downward trend in ground¬ 
nut futures, which earned the 
January contiact to a new low ol 
R.s 212.12 — the lowest for tlie sea¬ 
son — on 18th November has been 
hailed and possibly reveised The 
January eontract was up again at 
Rs 215 87 by the wwk-end (27th). 
Far more significant than the price 
rise Has the improvement in market 
sentiment. The turn in sentiment 
wa.s not due lo any exciting perfor¬ 
mance on the export front; nor did 
it represent any revision of crop 
ideas because of the recent rather 
unseasonal rains in .some of the 
producing centres. The groundnut 
crop is good larger than in the 
previous season, thougli not per¬ 
haps large enough to take care of 
Increased internal demand and ex¬ 
port requirements. Notwithstanding 
forecasts of a larger crop, arrivals 
are said to be smaller than what 
they were at this time last year. 

Market reports .suggest that cer¬ 
tain north Indian bulls have gamed 
an upper band over the finaneiallv 
more powerful Bombay hears and 
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to aufltsiiied goCMl ' fimis Ifttyutg cUmc btMlneu relutions hafi l>«>coin<F operative even on the 

^^^and'fxoto crushers and vajuupvfct with IridRa were the .main topic of west-bound frei^t in the Inditi- 

' aianu^actuiers and feirly encourajg- discumion among the Indian '^htp UK-Contujent grades. Coastal opern- 

dng ^pcnit proapecte,, the bulls do not pers last week Exporters were in- tions also,gave a better account than 

a«em much bothered by the app- cHried to mark time and adopt a before due to improvement ' in 

rowch of delivery period. It is worth cautious attitude in regard to fresh Hooghly drafts, absence of strikes 

noting that the- inferior Kanpur business. Export activity during the and higher freight rates. Apart from 

' Bold ready . whidi was quoted last week was therefore restricted. CJroun- higher freight ratbs, rationalisation 

year at a discount of about Bs 14 per dnul extractions were barely steady, of the Company's fleet and services 

2 S0'kgs below the’futures contract is Buyers were reserved. Gzechoslava- >n the overseas trades also contri- 


quoted only about R$ 5 , lower «t 
present. TTiis is an important point 
in favour, of the bulls of groundnut. 
The volume ■of outstanding business 
in groundnut futures is said to be 
quite heavy. It is too early to predict 
the outcome of the present bear- 
bull tussle. 

Except for groundnut, speculative 
business in other oilseeds was extr¬ 
emely poor. Fluctuations were nar¬ 
row and net changes over the week 
were negligible. Castor March moved 
between Rs 165.25 and Rs 16,S.75, 
linseed March between Rs 36.06 and 
Rs 35.84 and cottonseed January 
between Rs 9.3 50 and Rs 9.5 The 
slightly steadier tendency was due 
more to >.carcity of ofl’enngs than to 
any revival of fresh bull support 

The repoited failure of a lug Am¬ 
erican firm dealing m vegetable oils 


kia, Poland and . Bulgaria made 
small purchases. Groundnut expell- 
era were easier due to inqiraved 
offerings because of pereased crush¬ 
ing activity Prices are expected to 
steady up when Russia and some of 
the other Communist countries enter 
the market for extractions. Ground¬ 
nut HPS were inactive, with the U K 
a'nd the Continent picking up modest 
quantities. Hardly any business was 
reported in groundnut oil. Sales in 
castor oil were estimated around 500 
torus, mostly to the U K. Castor oil 
Commercial fetched .about £ 107 fier 
ton Stray business in linseed cake 
added up to a few hundred tons and 
the pnee was mentioned around £ 
36-10 per ton. Cottonseed cake con¬ 
tinued to evoke good interesst but the 
prices realised were easier, January- 
Maich shipment being quoted 
around £ 31-10. 


Imted to the improvement in the 
results. 

The Chairman of the Company,. 
Shri D M KhaUu in his statement 
circulated with the Annual Report 
feds that coastal shipping is still 
not on a proper economic footing , 
and therefore pleads for restoring 
the cut of 5 per cent in the coal 
freight from Calcutta to ports upto 
Cochin. While Shri Khatau con¬ 
cedes the need for developing tramp 
shipping, he recommends acquisi¬ 
tion and/oi hiiilding up ships- of 
appropriate size, .say about 30/100 
d w t if they are to run ee.onomi* 
cally. However,'he is not in favour 
of tramp shipping interests running 
a parallel service to that of linor 
vessels, as this would cause i set¬ 
back to Indian shipping which ha.i 
now achieved considerable progress 
in the international trade On ac- 


Businiss Notes 


count of development of liner ser¬ 
vices The Chairman looks forward 


Scindia 

'PHE operating lesults of Scindia 
Steam Navigation Co for 'he 
year ended June 30, 1963, have 
shown satisfactory improvement 
The earnings of the Company rose 
by Rs 1.21 cioies to Rs 18.22 ciores 
Freight and passage meomp eontii- 
biited Rs 1.19 crores to the addi¬ 
tional cari'ings. Income from in¬ 
vestments was up by Rs 13 89 lakhs, 
but other receiph were liown by Hs 
12.2.5 lakhs, these two souices add¬ 
ing between them only Rs 1.64 
lakhs to the extra revenues. On the 
debit side, expensi's and provisions 
also shot up by about Rs 1 rrore. 
A rise of Rs 68 lakhs was due to 
taxation which was nil in the pre¬ 
vious year. The rest of the increase 
was spread over itpms like floating 
and shore staff costs (Rs 20 lakhs), 
cargo and steamer working expen¬ 
ses (Rs 13 lakhs), establishment 
(md otter charges (Rs 2 lakhs) and 
Directon’ fees and remuneration (Rs 


Steam 

1.4 lakhs). Depreciation absorbed 
Rs 3 lakhs less and interest payments 
were also lower by Ks 1,8 lakhs. 

The balance of profit was finis 
higher by Rs 21.48 lakhs at Rs 70.24 
lakhs. Aftei including the previous 
year’s balance of R» 2.83 lakhs and 
transferring Rs 9 lakhs to Special 
deprei’iation. the amount available 
for disposal came to Rs 64.07 lakhs 
from which the Directors have re¬ 
commended dividend at Re 1 per 
share, subject to tax, (as again.st 
60 nP pei share last year) absorb¬ 
ing Rs .56,32 lakhs. Of the divi¬ 
dend proposed, 18 per cent ha.s been 
provisionally determined to be ex¬ 
empt from tax. 

The improvement in the Com¬ 
pany’s freight earnings lia.s been due 
to increase in freight rates in diffe¬ 
rent routes such as America, U K- 
Continent, including the Indian 
ctiaat, at different tteee since end- 


with confidence to the steady and 
planned progress of’ the Indi.'Ui' 
.shipping inciustry in view of the 
spurt in the international freight 
rate and the possibility of a rea¬ 
sonable upward revision in coastal . 
freights which may ensue as a re¬ 
sult of examination of the question 
at present by a Government-appoint¬ 
ed Commission. . 

Jay Engineering Works 

■fAY Engineering Works Iia« cut 
" the dividend on its equity shares 
from 15 j)er cent to 10 per cent for 
the year ended March 31, J963. 

This has been necessitated by a fall 
of 33 per cent in its net earnin.as 
from Rs 30.79 lakte to Rs 20 65 
lakhs The reduction in net earn¬ 
ings reflpct.s a fall in gioss earnihm 
by 18 per cent from Rs 90.26 I-ikbs 
to Rs 73.76 lakhs. Although taxa¬ 
tion provision was lower at Rs 15.20 
lakhs compared with Rs 26 lakhs in 
the previous year, net profit could 
not rise as the advantage has been 
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pArtialty oifitet by, larger 
tion 6t Rs 32.S1 lakhs (Ks 314^7 
lakhs) and higher developmiait i'c- 
bale reserve at Hs 5.40 lakhs (Rs 
2 takhe) . 

The setback in piofits i-s in spile 
of larger sales which, including ex- 
j)ort* and hire purchase, icero up 
by 14 per cent at Ks 10.79 crores, 
because of a substantial increase in 
excise and import duties on raw 
materials and lailway freight, the 
emergeTU’y war risks insurance, 
provision.s for provided funds, bonus, 
etc, and losses incurred by its Hyde¬ 
rabad factory which began opera¬ 
tions during the year A satisfactory, 
though unprofitable, featiiie of tbe 
Company’s ojierations is its exten¬ 
sive exirort dnve Kxporls were up 
by 20 (W’l cent and bvere 'valued 
at Rs 1 1 (loi.-s This figure ivould 
have lieeii higher .still but for im- 


'^ort mtrkti«n8 in o^utitries -like 
Burma, Ceylon, Egypt, Cambodia, 
Yugoslavia, etc. The loss suffererl 
in exports was partly covered by the 
Company by selling part of its im¬ 
port entitlements, 

The Company’s subsidiary in Cey¬ 
lon, the Usha Industries, ataited 
operations in April 1962, Imt not 
satisfactorily, being very much ham¬ 
pered by import restrictions imposed 
by the Ceylon Government. 

Bajagiri Bubber 

J^AJAGIRI Rubber and Produce Co 
has stepped up dividend on its 
equity shares fiom 20 per cent to 
21 25 per cent for the year ended 
June .HO, 196.H. This higher divi¬ 
dend has not stemmed fiom irnprovsd 
operating results, but is due to a 
substantial fall in the inciden<e of 
taxation On the credit side, the 


(leop diuitig die year 

mar{|^i^iy higher ft 845,000 kp and 
the yield per hectare improved fjoih 
871 kgs to 887 kgs. But on tbp debit 
side, cost of production tttrtied out 
to be higher at R.s 1.90 pot i<g as 
against Rs 1.68 per kg, and die aver¬ 
age price realised was less at Rs.d.lO 
per kg as against Rs 3.23 pei, kg. 
Rubber sales for the year werp fWidl 
maintained at Rs 26.91 lakhs iBs 
26.69 lakhs), but increased estate.ex¬ 
penditure depressed the gross profit 
from Rs l.H.OS lakhs to Rs lOilO 


lakhs and also the pre-tax net prOfil 
from Rs 10.69 lakhs to Rs 8,05 
lakhs. 


After taxation provision, vhlcti 
was pruned fioin Rs 6.60 Iikhs lo 
Rs 2 80 lakliH. there was a higher 
net profit of Rs 5 25 lakhs as 
against Rs 4 10 lakhs and lhi,s en¬ 
abled the Company to step up the 



INTERNATIONAL 

TRADE... 

‘Export or Perish'—'Import only what and 
whon you must'—'Sot right adverse Balance 
of Payment’—‘Coaservo foreign exchange’ 

th«s® are the slogans one meets with day in and 
day out In the press and on the platform Interna¬ 
tional trade Is indeed a complicated matter today 

You rnay be engaged m import or export of 
rnerchandifie and may want to open a Letter of 
Credit or negotiate Bills drawn on a foreign buyer. 
You may contemplate the setting up of a new 
industry or expansion of an existing unit by 
importing capital eouipment from abroad^ 

You may wish to otter a guarantee to the Supplier 
of foreign machinery for deferred payment. 

in fact, whatever be the nature or size of your 
bus.ness In and with foreign countries, 'you will 
always find it advantageous to turn to the 
CENTRAL for advice and assistance 

With a wide net-work of Branches throughout the 
country m the major port-towns as well in the 
hinterland, with a Branch m LONDON and with 
agency arrangements with first class Banks in all 
parts of the world, THE CENTRAL BANK OF INOiA 
IS woll-cquipped to solve all your foreign 
exchange problems 


THE 

CENTRAL BANK of india ltd 

F. C. Cooper — General Monoger 



Regd. Office; Mahatma Gandhi Road, 
Bombay-1, 
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•iiowance «f B 0 9-fiii^ 1^ 
cJudAd' in the plnoo of* inibbar, os 
aw the reccnmnendtUtiOn' of ttie Tariff 
ikauatttaion and the fSenjtral Govr 
, eumdeht "adiich the Kerala State 
Govemhient has accepted effective 
from the year endinff Jiwe ^30, 1%2. 

, The mp harvested so fiur ip the 
season l'963‘-64, is reported to be 
satiffhtetory at a cOst of 1.91 per 
kg. 

Nriilampafliy. Tea 

J^ELLIAMPATHY Tea and Prt>- 
duce Co has ‘ maintained the 
dividend on its equity shares at 15 
per cent despite a .depletion in pro? , 
fils during the year tended June 30, 
1903. The tea crop harvested for 
t^ year was less at 4.45 lakh kgs 
(4.69 lakh kgs in the.previous year),, 
due to adverse weather conditions 
al^ yield per acre was also lo'ver 
being only 662 k^ as against 698 
kgs previously! Thife apart, the cost 
of production increased from ’Rs 
2.69 per kg to Rs 3.,16 ,per kg be* 
cause of higher costs of labour and 
materials. Bid the average pniie 
realised was also higher at Rs 4.H3 
per, kg corapatied with Rs 4.22 per 
kg in the previous year. In respect 
of the other crops of the estate, pro¬ 
duction of cardamom was larger 
while that of coffee went down. (In 
the whole, sales realisation turned 
out to be somewhat lower at Rs 
26.49 lakhs (Rs 27.84 lakhs). 

With a general rise in estate ex¬ 
penditure,' gross profit receded by Hs 
1.38 lakhs to Rs 9.45 lakhs and llie 
net profit almost by a like amount, 
to Rs 6.43 ' lakhs. However, the 
Directors could repeat last year’s 
dividend because tax. provisions ab- 
spebed a.smaller amount of Rs 3.20 
l^hs.fRs 4.00 lakhs) and, besides, 
no provisions were made for deve- 
loptnent rebate reserve or General 
Reserve and the amouijt tybnsferred 
to the dividend equalisation reserve 
was cut by Rs 30.000 to Rs' 1.10 
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Thursday Morniitg, 


Dwing the 1963-64 'season crops 
harvested so far' are reported in be 
satisfactory. ■ ‘ , ■ 


there b.s_ been no change in 
the inter.balik tail .money rate 
for oyer a week noVi.- At the quo^. 
ted rate of 2ii pet cent iteihands 
of banks were fully met .Hie 
stringency that was witnessed in 
the first half pf last week did not 
persist. And thte supply position 
unproved in, giite of. an aggregate 
fall of Ks 11.74 crores in ^ de¬ 
posits of scheduled . banks during 
the two weeks ende4 November 15, 
and a rise of, Rs 15^ chores in 
bank credit during the same'pe¬ 
riod. The. donands on scheduled 
banks have been met by them 
mostly from their balances with 
the Reserve Bank and. through sale 
of investments ' During the week 
ended November 15, against an ex¬ 
pansion of Rs 7!03 crores in bank 
credit and a fall of, Rs ,2.39 crores 
in deposits, the linvestments of the 
banks contracted by Rs 10.11 cro¬ 
res, but theif balances with the 
Reserve Bank showed a smart rise 
of Rs 12.18 crortes. Gail and short 
notice funds raised or advanced by 
scheduled banks during the same 
' week continued to swell, rising by 
Rs 2.61 crores to .Rs 68.50 crores. 

The fall m deposits during the 
last twg weeks referred to above 
was mainly on . account of with¬ 
drawal of demand deposits to the 
tune of Rs 16.11 ctores. Time 
depoeits oh the : contrary rose' by 
Rs 4.57 crores. ' Heavy withdra¬ 
wals pf. deinand deposits ate to be 
attributed mostly to beginning-of- 
the-month requirements and to tax 
payihents due this month, the 
latter being reflected m the rise in 
the Central Government’s deposits. 

Crop movement seems to have 
been delayed somewhat oh account 
of unseasonal rains and credit de¬ 
mand bn that account has been 
slow to pick up; Even otherwise, 
since the resources position of 
sch^uled l^nks, ip- generally com. 
fortable at present there is no rea¬ 
son to eaq>e<rt that money will get 
stringent, in' near future. Call 
money rate, therefore, may be ex¬ 
pected to rule ‘steady around the 
current rate. 


conditioni 

were aW -^eetted in lat{^r tend- 
ers for ’Treasufy Bills during tiie 
'week. ‘ As'agiiinst R» 2 crores in¬ 
vited, the amouAt offered was Rs 
4 croresi but the tenders fetched a 
hij^r discount at 2.320 per cent 
as against 2.318 per cent on the 
previous . occasion. Intermediates 
sold during the p^iod from 
November 20 to Novemf>er 23 net¬ 
ted Rs 2.57 crores a sfightly smaller 
amount than earlier, (,Rs, 2.64 
crores). , 

Cali . money rates in Calcutta 
moved within a higher range than 
in the previous week, between 1.5 
and 3 per cent, but' the market 
betrayed no signs of stringency. 

The prevailing slackness ih the 
demand for funds is also reflected , 
in the latest statement of the Re- 
serde Bank for the wetek' atnded 
November 22. Notes in circulation 
contracted by Ks 10.95 erpres as 
against an expansion of Rs 42.62 
crores during the preceding two 
wtseks. Note issue was' leas by R* 

9 crores, the balanbe of Rs 1.95 ' 
crores haying gone to the till of 
the Banking Department. 'Rupee 
securities of the order pf Rs 10 
crores, therefore, have been with¬ 
drawn from the Issue Department, ' 
but rupee coins ' of the value 
of Rs 1 crore have been acquired 
by the Issue Department to make 
up the deficiency. Investments- <rf 
the Bank show a corresponding rise 
of Rs 9.77 crores. '* 

The Central Government’s depo¬ 
sits have recorded a sharp rbe of 
Rs 22.30 crores while those of 
State Governments show a fall of 
Rs 8.93 crores. However, loans to 
Governme-iits have increased by R« 
3.97 crores. Scheduled banks’ de¬ 
posits fell by Rs 10.26 ermres 
during the week, but their borrow¬ 
ings were also reduced by R» 2.06 
crores. 1 Bills purchased or discoun¬ 
ted by the Bank have, also gone 
dawn by Rs 7.22 crores. Balances 
held abroad have mo'Ved up by Rs 
1.06 crores. 

Steady conditions prevailed in 
the securities market during the ■ 
week. The 3 per cent Convetaion 
Loan was done upto Rs 66. Shmt- 
dated loans improved fractionally. 
State loans continued to evoke etw 
quiries at quoted rates. 
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Note circaiMion 

2275.59 

2256.54 

2251.38 

2067.90 

» 

’lUi|Me com 

119 34 

118.35 

7 20.65 

123.86 

9 

Uepoihs 

(«) Central Govt 

73.05 

50.75 

47.07 

65.32 


(b) Other Oovw 

11 «2 

20.55 

UiflO 

5.71 


(r) Banks 

87 43 

97.59 

120.57 

83.17 


(d) Others 

165.53 

164.23 

161.13 

165.46 

4 

Foreign Hecuntiet 

92.46 

92.46 

92.46 

88 08 

5 

Balance abroad 

10 34 

9.28 

9.94 

6.06 

G 

Rupee securitiet. 

1959.31 

1969.31 

1939.31 

1733J19 

Jl 

Investments 

273.30 

263 53 

236.79 

203.33 

fi 

l^oaiu) sad tidvanrea 
to Govts 

58.30 

54 53 

63.48 

42.42 

9 

Other leant and 
advances 

139.63 

142.80 

138 79 

148.18 

Sflictiuleti Aanks Nov 15 

Nisv 8 

Oct 18 

N*v 16. 

) 

Aggregate 

Depositi (net) 

2230-94 

2233.33 

2216 07 

*62 

2050 25 


Tiemand (net) 

970.42 

977.52 

962.B0 

801 89 


Time (net) 

1260.52 

1255.81 

1233.27 

1248.36 

2 

Cash m hand 

53 86 

56.04 

56 98 

49.80 

1 

1 Balance with 
'Reserve Bank 

92.82 

80 64 

75.20 

84.90 

4' 

(2) f (3) as % 
of (I) 

6 57 

6.12 

5.96 

6.57 

5 

Borrowings from 
Reserve Bank 

2.25 

0.61 

1 94 

2 48 


(a) Against usance 
bills and/or pro¬ 
missory notes 

0 17 



0.41 


(b) Others 

2.08 

061 

1.94 

2.07 

6 

Advances 

1244.05 

1239.85 

124651 

1152Jil 


(a) State Bank 

239.60 

235 93 

236.60 

240,90 


(b) Others 

1004.45 

1003.92 

.100991 

911 61 

7 

Bills discounted 
(a) Inland 

181.19 

178.98 

173.10 

162.60 


(b) Foreign 

58.22 

57 60 

56.39 

51 40 


(c) Total 

239 41 

236.58 

229 49 

214.00 


(i) Stale Bank 

18.69 

17.97 

14.95 

17.02 


(it) Others 

220.72 

21661 

214 54 

196.98 

8 

(6)+(7) as % 

at (1) 

66.41 

66 11 

66 60 

66 65 

9 

Investment in 

Govt securities 

763.26 

773.37 

769.09 

684.65 

JO 

(9) as % of (1) 

3421 

34.63 

34 71 

33 39 


Bombay BCooey Ratog 


(Per cent per annum) 


• 

N«v 16 

Nov 8 

Oel IB 

Nkv 16, 
162 

X^Il money 

' iroin Banltf! . 

1.83 

1.55 

2.37 

3.67 


Seven d^ 

300 

300 

300 

3.00 

Three ntohths 

— 

— 

3.'50 

- 464v 

Six months ' 

3.75 

3 75 

3.75 

3 75 


1976 


Rice 

80,496 

76,624 

+ 1.1 

Jowar 

42,281 

41,211 

+ 2.6 

Bajta 

25,569 

27,211 

— 6.0 

Maize 

10,738 

10,735 


Ragi 

5,079 

5,064 

+ 0.3 

Saaall millets 

10,324 

10.441 

— 1.1 

Wheat 

33,016 

32,995 

•f 0:1 

Barley 

7,590 

8,020 

- 5.4 

Oram 

22,835 

23,250 

— 1.8 

TUr 

5,648 

5,611 

+ 07 

Other kharif 
‘Pukes 

13,046 

13,247 

-- 1:5 

Sugarcane 

5,489 

5,954 

— 7.8 

Tobacco 

940 

941 

~ 0 1 

Potato 

854 

768 

—11.2 

Groundnut 

16,407 

15,869 

+ 3.4 

Sesantum 

5,989 

5,547 

+ 8.0 

Rapeseed and 
mustard 

3,090 

2,721 

+ 13.6 

Linseed 

3,076 

3,001 

+ 2.5 

Cotton 

19,041 

18,646 

+ '2 1 

Julc 

2,095 

2,280 

— 8.1 

Mesta 

861 

960 

— 10.3 

Sannhemp 

782 

822 

— 4.9 

Soitroc : Economic Ami 

Statistical Adviser 

to the Govern 

ment 

of India, 

Ministry of Food 

and Agriculture 


4oiBt Stock Comi>anie8 

N«t» Refi«ij-«Uan( uid Uqiudationt 
{Its Lakhs) 


Incorporated and 
reitistored 

Aug '63 

July '63 

Aug ’62 

1962 

(Average) 

No of companies 

104 

89 

158 

128 

Authorised capital 

Censed to work 

41,94 

12,39 

23,20 

25.82 

No of companies 

33 

97 

79 

94 

Paid-up capital 
Over-ail variation 
in paid-up 

105 

52 

95 

55 

eapitalmf all 
companies 


+ 23.26 

+ 15,32 

+ 15,05 


.Source 1 Department 
Ministry «f 

of Company 
Commerce and 

Law Administration, 
Industry 

FM«igfi Exchange Reserves 

(Rs I.akh^) 

variations ovei 
the previous 

End of 

Amount 

year/monlh 

1963 Sep 

267.13 

+ 9,92 

Aug 

257,19 

— 5J»4 

1962. Sep 

245,78 

240,44 

+ 5,35 

Aug 

— 2,92 

1962-68 

295,10 

— 2,21 

1961-62 

297,31 

— 6,30 

1960-61 

303,61 

— 59,26 

195ft-«0 

362,87 

— 16,05 

1958-59 

378,92 

— 42,50 

1957 58 

421,22 

—259,86 

T956-S7 

681,10 

—14841 

1951-52 

786,69 

t-164,72 

Sourre 1 Reserve Bank of India 

' 1 
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Eatbwiilw 1862 ^, 

Area {HiAusemd aerat) 

Current Previatu yoar'r Pwcennge 

oom^oadiiig incmo^or 

citioMilr decOBMC 
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U<m 

Broad Gauge 


t to StfiTeaifaer 30, IM3 


Metre Gauge 


Resenue-Eanilng Traffic 








Coal and coke for public j 


M#.’’!' ■ 

/ ' '+14,4 i - 

1354 

137*0 


+ 16.0 

Grains and putscs 

' m.6 

Marl/ 

'•+17.3 ■ 

180.4 

' , 202.0 


+ 7.21 

Oilseeds ’ ‘ > 

^■6 


■ r '■•+ 4+1 . 

2R3 

, .f30.9 


+ 8.83 

Raw cotton 

,10.3 


> 4.75 

1L2 



—13.9 

Cotton manufactureiS’ 

' 5.3 

4.8 . . 

■ -12 4 

t.S 

, 


+ 15.8 

Raw Jute 

31 8 

24.1 

- AA e —t24s2 ( t 

SLl 



—20.9 

Jute manufactured 

,3.0 

U- 

,, ,+118 

2.5),, 



-27.6 

Sugar , 

#5,8 


- 8.20 

40.7 



— 6.20 

Sugarcane 

11.7 

g ' 

—9B.7 

72.#,, 


—96.8 

Cement 

94*5 . • 

Vv .. KRA. 

, +13.9',, 

87^4'' 

■'--r , 

L.f' 

— 1.81 

Iron and steel 


'! 



, , Ir ‘ 

'y V 


Pig iron 

20.6 

26.2 

+27.4 ' ■ 


■/, , r 


-19.9 

Others 

186.4 - 

201.3 ■ 

+ai4> 

■367 •• 

' -8$.% 


— 1.23 

Tea 

5.8 

6,4 

+ 10.9 

, 10.5 

W.5 


— 1 69 

Metallic ores 








Manganese ore 

■10 8 

24 0 

-22 0 

7.5 

52 


—31.0 

Iron ore 

289 3 

342.6 

4 184 

34 2 

37 6 


+ 9.97 

Other* 

144 

15 1 

+ 513 

12 1 

9.B 


—18.9 

Limestone and dolomite 

134 2 

127 5 

- 500 

38 2 

’ 364 ' 


- 4.27 

Miscellaneous full wagons 

797 7 

894 0 

•1-12.1 

620 8 

681.4 


+ 9,75 

Miscellaneous smalls 

163 6 

1603 

- 2 04 

1366 

131 1 


— 4 02 

Nun-Revenue Traffic 








Coal for home line 

L44.3 

156.8 

+ 8.63 

138.9 

136.1 


- 2.02 

Coal for other Govt, railways 

and 







manufacturing units 

247.2 

264 1 

+ 6 82 

10.8 

2a6 


+90 7 

Other stores 

102 2 

130.8 

+28.0 

74 9 

111,4 


+48.9 

TOTAL 

3317 5 

3687.0, 

+ II 1 

1724 5 

1774.2 


+ 2 88 


INDUSTRIAL FINANCE CORPORATION 
LisMHties and Asneto 

(fis Lakhn) 

Figures for the last Friday of 
Sep '63 Aug '63 July '63 Sep '62 

Liubilitiee 


STATE FINANCE OCNSPORATIONS 
Liafailitlen and AwMts 

{Rf Lakhs,} 

Figures for the- btst Friday of 


Reserve funds 

2,85 

2,85 

2,85 

2,16 ; 

Reserve for doubtful 
debts 

14 

14 

14 

1 

14 i 

Provision for taxation 

1,44 

1,44 

1,44 

28,24 

1.17 : 

Bonds and debentures 

28.24 

28.24 

22.24 : 

Borrowings 

27.07 

27,07 

26,93 

20.47 

(i) From RBI 

- 

10 

— 


(ii) From Govt 

24,75 

,24,75 

24,75 

19.75 

(in) In foreign 
currency 

2,32 

2,2'2 

2,18 

72 

Other liabilities 

24,12 

23,91 

22,90 

20,43 

Total liabilities or 
assets 

83.87 

83.6|;'V 

',82.52. 

66,05 

AliAeti* 


■'Is''' 


\ 

Cash in hand and 
balances with banke 

52 


1,94 

- 9o 

Loans and advances 

60,47 

59jsa'; 

,194s 

51.02 

Other assets 

22.88 

22,4$>, 

- 14,13 

Source t Reserve Bank of 

Ipdia. 





No of SFCi 1 

Llabilitiee 

(i) Paid-up capital ■15.; 

(ii) Reserve fund 1 

(ni) Provision for bad 

and doubtful 
debts and 

other leaerves 3 

Bonds and debenturrti 
Other liabilities 18i!S 

Total liabilities or 

assets b2,t 

Assets 

Cash in hand and 
balances wldi banks 
Investments in 

Government securities 4,; 

Loans and advances 35,^ 

Dentures 2 

Other aisets 9,] 

Source ; Reserve Bank of India. 


Sep 

'63 

Aug 

•63 

July 

'63 

Sep 

•62 

15 

15 

15 

15 

■15.32 

17 

15,32 

17 

15,32 
17 

15,11 

14 

39 

18,48 

18*53 

38 

18,48 

18.01 

35 

18,48 

17,67 

21 

16,48 

U,44 

52,89 

52,36 

51,99 

42,98t<''‘ 

/• 

8'.' i,. 

3,39 

3,71, 

4,33 

SM*" 

4,34 

35,40 

22 

9.54 

4.34 

34,78 

22 

9,31 

4,29 

33,82 

22 

9,33 

4,42 

26,41 

23 

5,93 
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£y general consentus of opinion, Josiah 
Marshall Heath, a superannuated civil 
servant of the East India Company, was 
the first to prodtnl steel in India by 
modem methods at the Indian Iron, Steel 
and Chrome Company which he set up 
in 1830 at Porto Novo in south Arcot. 

India’s nascent ste^'industry blundered on 
through many li«M*bieaking errors and 
failures until iSyd^^hen the Bengal Iron 
Works erected, in the jungles of Kiilti, 
two smaH open-top furnaces powered by a 
single blowing engine and charcoal-bred 
boilers. Welcomii^ this “economic revo¬ 
lution in the country,” The Statem<in, in 
its jssue dated Match 8, 1876, said : . 

if these new works are but successful with 
the flux, India will at no distant date 
supply herself with her own iron, in .place 
of importing it ftom Europe” thus speed¬ 
ing “the rcdcrAption of the people from 
poverty”. f 

In 1892, the matwging agency of these 
early works at Kj^ti .passed ,10 Majf,tig.i5r 
Co. , PtogressingA’ 

continually cx 


and foundry facilities^ the Kuki Works 
were merged in Dccer^t ipjiSwith The 
Indian Iron & Steel Cd. Ltd., already in 
operation at Hirapur i^^r Burn Ik Co.’s 
managing agency. 

Today, The Indian IrOn & Steel Co. Ltd., 
with fully modernised and integrated 
works at Burnpur anid Kulti and* with 
their own ore-mines ind" colHecies; Stand 
a fitting monument to the perseverance 
and toil of the cirly cngineeis and 
pioneers and as an abiding testimony of 
the vital role played by the Company in 
the development of India’s foremost basic 
industry. 

MARTIN BURN LTD. 

MARTIN BURN 
HOUSE 

M. (MISSION B,OW. 
CAiCUTTA1 
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XwBtnl !nan for Planning 1^79 

.'<^8ii|jai' Cimbodim tVina 1980 

' KigHts of iTruits 1981 

WEEKLY NOTES 


Kamaraj ^an for Planning 

F is rans indeed "for Parliament to be coticerned, not to spieak of beinK 
excited, about the performance of the Plan. The I^k Sabha or 


{{ng^luui Africa Shovtrg the 
Way — Company Law Admin- 
iatration — EEC’s Meagre Con¬ 
cessions — Unit Trusts 1982 

CAPITAL VIEW 
CUaning the Image 
— Romesh I'hapar 1985 


PROM THE LONDON END 
Control on Commonwealth Im- 


migration to Continue 

1987 

LETTER FROM JAPAN 

A Vote for Stability 

1989 

A CALCUTTA DIARY 
Unpopularity of Popukr Will 
— Flibbertigibbet 

1991 

book REVIEW 

Black Flame 

1 199S 

SPECIAL ARTICLES 
Communication and Anomie 
— Irawati Karve 

1995 


the Rajya Sabha usually gets excited only about something specific, 
concrete and definite, about a particular order or policy, relating often 
to comparatively trivial things. The concern of the Parliament in 
matters relating to the public at large rarely goes beyond high prices 
of foodgrains in particular, or misbehaviour of prices in general. 
Rural unemployment, the supply of drinki'n| water in the villages or 
non-availability of credit for small-scale industries, unemployment 
among goldsmiths resulting from gold control, and above all, the 
price of sugarcane — such specific, limited problems concern Parlia¬ 
ment. Not the progress of the Plan or shortfalls in Plan perform¬ 
ance taken as a whole. Who bothers? The Plan is safe in the hands 
of Nandaji and Tarlok Singh. There is little to be gained by harping 
on the jolts and jerks with which the Plan is proceeding. 

It is for the first time that Parliament has been made to sit up 
and take notice — so dismal have been the results of the mid-term 
appraisal of the Third Plan. The members of the Congress Parliamen¬ 
tary Party Executive are reported to have expressed concern at the 
serious shortcomings noticed and some of them have given notice of 
a resolution that a Committee should he set up to suggest steps for 
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the effective implementation of the Plan. Some of the members went 
so far as to suggest that the Planning Commission should submit an 
annual report on the progress of the Plan. 

No longer an angry young man, Pandit Nehru temporised. True, 
there were shortfalls in several spheres, but the achicvemtaits, he said, 
were not inconsiderable and should not be overlooked. He admitted, 
however, the need to got the administrative machinery of the Plan 
out of the rut into which it has fallen, but added that there was nothing 
wrong with the personnel concerned. If the Plan is all right and if 
there is nothing wrong with the Planning Commission, how come that 
the performance is so poor? Among the members of the Congres# 
Parliamentary Party, the voices of dissent continue to be heard, which 
is hopeful. 

ITiat Shri Asoka Mehta takes over as the chief executive of the 
Planning Commission in a situation like this is all to the good. It 
is something that the Parliament is at last getting concerned. Foreign • 
aid and American agricultural surplus have given the country such a 
long rope that the Indian economy seemed to be able to drag on ib- 
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definitely, bumping along the bottom, retaining for itself the unique 
distinction of having the best of expertise, ge'nerous foreign aid, i’ 
near perfect Plan and about the lowest growth rate among the under¬ 
developed countries of the world. 

Commenting on the them prevailing grim situation, a contributor 
made the gloomy forecast in these columns a year-and-half ago ffiat 
**11 would only need a bad harvest to submerge the country under a 
crisis much more ominous than the one of five years ago. The first 
year of the Plan has gone by, and there is as yet scarcely any sign 


BtmsMmtm for iMdniijg 
p^ited «Aggpregate fate of grow A ,ot 
Afouad 30 per cefnt" (“Overhaul 
Planning”, June 23, 1962). Instead 
of the first year, more than half the 
plan period has gone by. It is Pow 
certain that the aggregate rate of 
growth expected for the Third Plan 
will never materialise. And we had 
another bad harvest. But nothing 
much has happened. There were 


'ioo0i' jii^r ,ia 

today iffiobtahtalm in taadf 
of country. But so what? tV 
country jolts along and so does the 
Plan. 

Does Asoka Mehta’s appointment 
as the Deputy Chairman of the Plan* 
ning Commission presage somethhtg 
like the application of the Kama* 
raj Plan to the sick process of plan 
ning? Does it hold out the hope 
of some day pulling planning out 


Mnit. &uts, it'<ha»'-«ttidc? r|l|« 
new executive of the Planning 
mission will have a hercuUan tatdc 
to perform. He has the country’s 
goodwill behind him. Let us hope 
that he will have Panditji’s fullest 
support in carrying out the hard 
decisions the execution of which 
Cannot be painless but without 
which planning cannot be lifted 
from its present rut. 


Changing Cambodian Wind 


^AMBODIA does not feature large 
or frequently in the world press, 
yet recent events there are indica¬ 
tive of the general realignments 
taking place in the world and, 
in particular, in South-East Asia. 
Prince Sihanouk, Chief of State, 
has achieved a certain uneasy stabi¬ 
lity amid the tumult of Indo-China, 
and, despite some lack of realism 
in financing, his first Five-Year Plan 
(launched in January 1960) is 
beginning the slow task of building 
communications and industry, as 
well as intensifying the drive to 
educate the people (the liteiacy 
rate is already claimed to be 90 
per cent). The Cabinet formed in 
October under Prince Norodom 
Kantol (a cousin to Prince Siha¬ 
nouk) reflects the earnestness of the 
economic endeavour — its average 
age is under 35 years, and many 
of its prominent members, entirely 
new to Ministerial oflice, are drawn 
from the leftist opposition and arc 
among Cambodia's leading techni¬ 
cal experts Indeed, this combina¬ 
tion of a technocratic and progres¬ 
sive Cabinet governing a country 
ruled in the first instance by a virtu¬ 
ally feudal aristocracy must inevit¬ 
ably lead to some friction, and, in 
the context of Indo-China. probably 
a domestic powei struggle that fits 
into the familiar pattern of 
Communist-neutralist-American fac¬ 
tions, as in Laos. I’n June, the 
legislature sought to censure two 
prominent leftist Ministers, and, in 
one case, succeeded. 

It is thus hardly surprising that 
the vagaries of domestic power have 
impelled Cambodia to tack back 
and forth between the two gia.nts 
that overshadow Indo-China: China 
and the Biiited States. Prince Siha¬ 
nouk’s Immediate nee.d is for peace 
(if only to secure his own rule), 
yet his borders touch two pillars of 


American orthodoxy, Thailand and 
South Vietnam. This contiguity 
along with general instability in¬ 
evitably impel allegations and coun¬ 
ter-allegations of border violations. 
Thai and Cambodian claims to the 
Preah Vihar temple were settled 
(with difficulty) in Cambodia’s 
favour by reference to the Hague 
Court, but this has not stopped fric¬ 
tion. In August, Sihanouk accused 
Thailand of threatening open aggres¬ 
sion, and reported to the United 
Nations the presence of a Thai fifth 
column in the .south-west province 
of Kah Kong (a charge denied by 
Bangkok). Similarly, while Siha¬ 
nouk has criticised Viet Cong pres¬ 
sure on South Vietnam, his main 
target has been alleged violations of 
his border by Saigon forces. In 
addition, Sihanouk accuses the Unit¬ 
ed States of supporting a South 
Vietnam-based rebel organisation. 
Khmer Secret, which beams anti- 
Govemment broadcasts to Cambo¬ 
dia. On August 27, Cambodia 
severed all relations witli South 
Vietnam. 

Like his Laotian brother Prince, 
Souvanna Phouma. Sihanouk earliei 
saw a solution to his problems in 
a Great Power agreement to guaran¬ 
tee Cambodian neutrality and, there¬ 
with. the domestic status quo (in¬ 
cluding the power of the Sihanouk 
family) Although the Communist 
powers favoured this (presumably 
on the calculation that the status 
quo was the best they roiild hope 
for at present), the West was unen- 
thusiastie (presumably on the re¬ 
verse spieculation) and consequently 
the plan died. But friction conti¬ 
nued and was intensified hv the roup 
in South Vietnam which vividly 
demonstrated the morlalitv of those 
who defy Washington. Expanded 
US aid to Saigon increased Cambo¬ 


dian fears, much as aid to India 
increased Pakistani hostility. 

US aid to Cambodia, some modest 
bribe by Washington to smooth the 
Balkan friction, was running in 
1962 at some 29.1 million dollars 
of economic aid (roughly compar¬ 
able to civil US aid to Laos or Tai¬ 
wan) and 9.4 million dollars of 
military aid. However, Cambodian 
dependence was not as complete as 
that of some countries — for ex¬ 
ample, only 15 per cent of hei 
unports were met with American 
funds. In the April Budget, imports 
of some consumer goods attracted 
steep new taxes, and Sihanouk 
stressed the need to meet his current 
Budget deficit from internal re¬ 
sources and by spreading Cambo¬ 
dian dependence very wide. Czecho¬ 
slovakia (not China) is the biggest 
current Eastern supplier of goods 
to Cambodia (and received in return 
equal value in agricultural pro¬ 
duce, mainly cereals). France is still 
the largest overall source of Cambo¬ 
dian imports Japan is third after 
the United States, However, since 
the 1956 rommerria! treaty with 
China, ties with Peking have been 
strengthened. The treaty was recent¬ 
ly extended iiplo June 1964. and in 
February last Prinre Sihanouk 
visited Peking. China is currently 
supplying substantial technical help, 
and has undertaken the construction 
of four projects (one, an iron mine, 
had recently to be scranped foi 
shortage of fuel) In addition, the 
Russians have helped, delivering 
early in September three MIG-17 
fighters, and 24 radar equipped 
anti-aircraft pptns. 

This multi-dimensional depen¬ 
dence perijjitted Cambodia (unlike 
Pakistan) to cash its threats — 
Cambodia has now renounced all 
US aid, and ordered American (and 
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'’’leawv « 
;iM(^ iakii^ China to si^piy 
tei^nicxU «nq>erts to guide GamW- 
{tin’s public sector, tn Addition, 
^banouk suggested that “die France 
0e Gautle” might replace some 
of the assistance from Washington, 
'^ether this apparently violent 
change ,wa8 an immediate response 
to an attempted CIA-sponsored coup 
is not clear. Certainly, there have 
h^ rumours of an imminent coup, 
and’ Sihanouk, to foil any attempt 
to defeat his policy by assassinating 
him, has appointed his eighteen-year 
old son, Prince Narapido (currently 
Studying in China) as his successor 
to the leadership of the ruling Sang- 


leaiAi' .pllliy'' (l^puW' Soeaili4’''t)^-' 



On the face of it, then, Cambodia 
has taken a step towards the East- 
Vet if Sihanouk and his family re^ 
main in power, this step is not likely 
to mean very much. France is as pro. 
minentas China in Cambodia and 
the two cancel out each other (unless, 
of course, the two rebels at East and 
West achieve their rumoured deten¬ 
te). Sihanouk’s potpourri, ‘a nation¬ 
alist policy within the framework of 
Buddhist Socialism’, it appears, may 
have a few more years ii> which to 
prepare his country for release from 
the past. 


Voting Rights of Trusts 


JN the discussions of the Bill to 

amend the Companies Act, in 
Parliament and outside, attention 
has been almost wholly concentrat¬ 
ed on the changes proposed in the 
institutional set-up for administering 
company law. In the process, a vital 
and far-reaching change proposed 
in the Bill has been virtually ig¬ 
nored. This is the move to take 
over the voting rights of trusts. 

The Bill requires trustees to de¬ 
clare the beneficial ownership of 
shares held in their names (section 
153 A) and confers upon Govern¬ 
ment the power to take over the 
voting rights of the trustees (section 
187 B). Under section 153 of the 
Companies Act, a trust cannot be 
registered as a shareholder and nei¬ 
ther the company nor the Registrar 
can receive notice of any trust, ex¬ 
press, implied or constructive. Under 
the new section 153 A now propos¬ 
ed, a notice of trust will have to 
be given by trustees to the compa¬ 
ny in which they are registered as 
shareholders as well as to the Re¬ 
gistrar. This notice is required when 
die trust is created by instrument in 
writing and when its investment ex¬ 
ceeds a specified amount. Presumab. 
ly, the new section 153 A will not, 
therefore, apply to the shares regis¬ 
tered in the names of banks or no¬ 
minees, To that extent, the practice 
of benatni ownership will continue. 
The purpose of the amendment is, 
apparently, limited to securing, wher¬ 
ever pecessary and desirable, the 
voting power attached to trust hold¬ 
ings, without taking over the hold¬ 


ings and paying compensation for 
them. 

The creation of trusts is a wide¬ 
ly used device to perpetuate family 
wealth and control over business 
and relieve the assets thus held of 
the tax burden. It is impossible, in 
view of section 153, to estimate pre¬ 
cisely the extent of trustee ownership 
of share capital in India. In the 20 
groups of companies which he stu¬ 
died, R K Hazan estimated trustee 
holdings at a minimum of 3 per 
cent of the total share capital of 
1,079 companies, and 8 per cent of 
the controlling block in 888 com¬ 
panies, in 1958. Since trust hold¬ 
ings are not registered as such, the 
actual holdings of trusts must be 
much higher than these proportions 
suggest. In the Tata, iBirla, J K, 
Shn Ram and Mafatkl groups, 
particularly, trusts play a key role 
in the holding of controlling blocks. 
The new section 187 B will, at one 
stroke, make this device inoperative, 
so far as the ownership and control 
of companies are concerned. Tata 
Sons, which is the fountainhead of 
control in the Tata group, and more 
than 80 per cent of the share capi¬ 
tal of which is owned by trusts, has 
already announced its intention to 
change the pattern of its ownership 
“not involving any change in the 
controlling interest” (further details 
have not been disclosed). The shares 
can be transferred to other compa¬ 
nies in the group in order to pre¬ 
vent Government from acquiring 
majority voting rights. 




roM lor doubt 
tfie coiuIitutionBl validity 
amendment. Itiat U a matter lor 
legal experts to dinuh out and 
finally for the Supreme Court to 
decide. It is certaiuly a revolution¬ 
ary and far-reaching piece of legis¬ 
lation with deep social import 
which only an intelligent and ima¬ 
ginative Finance Minister could 
nave proposed. Its stated purpose 
of “preventing the use trust 
funds to advance the personal inte¬ 
rests of donors” can, however, be 
negatived to the extent that ‘crucial’ 
trust holdings are transferred to 
companies within the same coutred- 
ling group. This will lead to a fur¬ 
ther growth of inter-corporate in¬ 
vestment. the dividends from which 
will at least be liable to tax, unlike 
trustee holdings which are exempt 
from tax. 

Whal does Government propose to 
do with the voting power which it 
will acquire and who will exercise 
this power On behalf of Govern¬ 
ment? These questions have neither 
been raised nor debated. The Life 
Insurance^ Corporation is a large 
shareholder in many companies. It 
owned ‘nearly 5 per cent of the total 
share capital of the companies stu¬ 
died by Hazan in 1958, 3 per cent 
of llie equity and 13 per cent of 
preference shares. ■ The proportion 
must be higher now. This has made 
no differetice to tlie managemmit 
even in those companies in which 
the Lie holds large blocks of .sliares. 
Lie 18 just an investor and hardly 
ever u.ses its voting power. Govern¬ 
ment will now acquire voting rights 
without actually holding any shares. 
Its role, therefore, cannot be purely 
that of an investor as in the case 
of Lie. In whit sort of situation 
will the Government exercise its 
voting powers, for what purpose 
and to what effect? 


Cbe Economic HWceftlp 

Foreign Subscription Rate 
Due to increase in foreign 
postal rates it has been found 
necessary to revise our foreign 
subscription rate. With effect 
from July 1963, the annual 
foreign subscription is Ra 34, 
50s or S 7. 

A Fernandes 
Business Manager 
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formally inauguraiM 
Jby die Presi(lent of Inm on 
lost Sunday, n the youngest and 
amaUeat State of the Union-*-and, 
incidentally, also the only non-Mindu 
State. For, the majority of die popu* 
lotion of <3.7 lakhs — less than that 
of many cities in other parts of the 
country! — are Christians, 

The progress of the Naga people 
towards State-hood began in 1957 
when the Naga Hills District was 
detached from Assam and all Naga 
areas were consolidated into one 
territory directly under the Central 
Ministry of External Affairs. The 
agreement with the leaders of the 
Naga National Convention followed 
in 1960 under which the Govern¬ 
ment of India formally accepted the 
demand for a separate Naga State 
within the Indian Union. A begin¬ 
ning was made towards self-govern¬ 
ment with the setting up of an 
Interim Body and an Executive 
Council whose powers were pro¬ 
gressively enlarged till the Coun¬ 
cil began to function virtually 
as a Cabinet with a full-fledged 
secretariat, headed by a Chief Secre¬ 
tary, at Kohima, and the Interim 
Body became a de facto Assembly. 

In September 1962 Parliament 
passed bills amending the Constitu¬ 
tion to create Nagaland as a sepa¬ 
rate State. Nagaland will be repre¬ 
sented in the Lok Sabha and the 
Rajya Sabya by one member each 
and will have a Legislative Assembly 
consisting of 46 members, 40 of 
whom wi'l be directly elected from 
two of Nagaland’s three districts — 
Kohima and Mokokchung. The 
remaining six members will be from 
the third district, Tuensang; they 
will be elected, however, by the 
regional council of the district. As 
in other States, the executive will 
consist of a Council of Ministers. 
Nagaland will, however, share its 
Governor and High Court with 
Assam. Elections to the Assembly 
arc scheduled for early next year. 
In the meanwhile, the interim Go¬ 
vernment will carry on. 

The abnormal conditions prevail¬ 
ing in Ndgaland, mainly created by 
the activities of hostile Nagas, amd 
the relative backwardness of the 
Tuensang district compared to the 


o^her two districts, have made & 
necesaaiy po write oertaia i^ecial 
provisions into die Acts creating 
Nagaiand. Fm* the time being the 
Governor of the State will have 
special powers in regard to law and 
order and finance. Ihese powers 
will he relinquished when tto Pre- 
rident of India derides that the situ¬ 
ation in the State has become nor¬ 
mal. The oUier special provision 
relates to the district of Tuensang 
which will have a separate regional 
council. No act of the Nagaland 
Assembly will apply to the Tuen¬ 
sang district unlras the Governor, 
on the recommendation of the regi¬ 
onal council, specifically permits it. 

Agriculture is the mainstay of the 
Naga economy, with 80 per cent of 
the population directly dependent 
on it. Yet, out of a total cultivable 
area of 7 lakh acres less than 2.2 
lakh acres are at present cultivated. 
Of this, a larpe part is under a type 
oi shifting agriculture, known as 
jhum farming. Immediate efforts 
to develop agriculture must take the 
form of shifting the agricultural 
population from jhum farming to 
settled terrace farming which is 
practised on a significant scale only 
in the Kohima district at present. 
As for industrial development, the 
only readily available source on 
which industries can be based are 
the forests of the lowlands. Other 
natural resources remain to be map¬ 
ped, even roughly. 

For the time being, however, the 
focus of interest will continue to be 
the problem created by the Naga 
rebels, led by Phizo, who demand 
complete independence for the 
Nagas. As a result of the folly of 
the Government’s policy, in the im¬ 
mediate post-independence period, 
of trying to assimilate the Nagas in¬ 
to Assam, the situation had so 
deteriorated by 1956-57 that it could 
be said that there were few Nagas 
who were not hostile to India at 
that time. It took the Government 
a decade almost to realise the futi¬ 
lity of this pwlicy and to reverse it 

in 1957. If the Government can 
today claim that the number of 
active Naga rebels has been reduced 
from 15,000 to less than 2,000 the 
credit must go, whatever the success 
of the Indian army’s military oper- 
aHooa, to this reversal of poUcy. 


'Rm jMSrfifem, by no 

means' adlvedi beta achi¬ 

eved is the isotatiptt fiif liqi^ Nagas, 
but the resista(nce of hard-core 
rebels is not brriken yet as was evi¬ 
dent Irons the aliUoist tpt4 failure 
oi the Interim Goventmejjt’t nffer 
of amnesty made estrlier this year. 
Military Operations against the re¬ 
bels will, therefore, oontimtO, but 
the degree of immunity of tfao mass 
of the population to their blandish- 
meats wilt depend largely on the 
success of the popular Governlntat 
which will come into being alter 
the elections next year. Fortunately, 
the experience of the past three 
years gives much cause for optimism. 

Africa Shows Ibe Way 

A Correspondent writes from 
Addis-Ababa • 

jrRONTIER disputes are as old as 
settled human existence. Each 
century has produced its own dis¬ 
putes and the history of the world 
up to the nmcleenlh century is re¬ 
plete with frontier conflicts. The 
League of Nations during its exis¬ 
tence handled some 27 major dis¬ 
putes concerning frontiers, but 
managed to solve just one, that bet¬ 
ween Greece and Bulgaria in 1925. 

The Extraordinary Session of the 
Council of Foreign Ministers of the 
Organisation of African Unity call¬ 
ed to discuss the frontier dispute 
between Algeria and Morocco was 
a turning point in the contemporary 
history of Africa. It took the repre¬ 
sentatives of 31 States exactly 
twenty-four hourj to appoint an ad 
hoc seven-nation Commission of 
Arbitration. Of course, much of the 
preparatory w'ork among the Arab 
countries had already been done in 
Bamako — significantly enough, by 
the leader.s of black Africa south of 
the Sahara. Why then did Foreign 
Ministers of thirty-one States take 
the trouble of gathering here ? 

The reason is simple enough. 
Ever since the African Heads of 
Slates’ Conference in May, there 
haa been much talk of the failure 
of the efforts to unite Africa. It has 
been said that African unity is a 
’myth* and that African leadiOT are 
‘immature'’, ‘infantile’ or ‘dreamers’ 
*— the last epithet being used in a 
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crodit % 
^ cre«n 

I^Wi^^>^-;|iifew*tioi 0 Committee ia 
il. (Obio^ theie achieve* 
have 

^ ‘ahiuuiBment’ at d» 
^U ,1 outcome of the meeting 
^'Conticit of foreign Ministen, 
ha^ thofr iweic asmimptkm that 
‘^^B^italwe” Africa, left to itacM, 
rilllli^ ydve its pit^lems was 
<;h«4»hipd- 

~ The keynote of die Foreign 
Mihiatm' Conference was Afrkra' 
ii]|rity$ the emphasis was on solving 
Afriem problems 'Vithin the frame¬ 
work of the OAU Charter”. No 
speaker failed to refer to the “Afri* 
oanness” of the problem'under con* 
kideration and the solution. The 
atmosphere of goodwill at the con¬ 
ference wag unmistakable. The fact 
that the specific dispute before the 
Conference was from the Maghreb 
lost its prominence and there was 
no indication, if one is to judge 
from this Conference, that Arim 
and African nationalisms are mutu¬ 
ally exclusive. 

The Algerian Foreign Minister 
referred to the Moroccans as ‘bro¬ 
thers’ during press conferences. He 
reduced the frontier question to in¬ 
significance when speaking of an 
“African solution for African pro¬ 
blems”. Throughout the press con¬ 
ferences, African spokesmen took 
the position that if two parties said 
there was a dispute, it existed. 
There were severad references to 
those who had created the frontiers 
between African countries. It was 
emphasised that the politico-econo¬ 
mic reasons for which they were 
drawn no longer existed today and 
it was reiterated tliat any problem, 
minor or major, could be solved 
according to the provisions of the 
OAU Charter. Africans had great 
problems Of development to absorb 
tlieii attention instead of getting in¬ 
volved in petty squabbles over 
frontiers. 

, No onti who sat through this con- 
fitrejice, could miss i^s principal 
lesson. This was that never again 
will Africa tolerate outside inter¬ 
ference in its problems, no matter 
what Jomj such interferences took. 
Ik,.vita8.fffl3qatp<tty emphasised Aat 
^"fe'ffloliW’f^J'. Africans to fall into 
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widkdi ftatesmen in Ai^..^would do 
weli ,jto leant. . / 

Ceunpemy low AcfmlnfMrotfon 

A. ^■^EFUL rea£ng of the p»- 
viaitms of die C«npanies.Aiaimil- 
Bill, now available, iloes not 
support the tall claima by 
tl» Fl^ca Minister in Parliament 
when introducing the bill. The pro¬ 
posed Company Law Board is not 
meant to iotegrate the regulation 
of company affairs. On the cont¬ 
rary. it cleiurly appean to be a move 
to framaent and ‘personaPse’ the 
adminisp-ation of oompansi law. 

The Board will be a statutory 
body all right, but it will not be 
the autonomous body that was re¬ 
commended bv the Bbahha Com¬ 
mittee. It will not even have the 
powers which were vested In the 
Company Law Denartment. The 
Comnany Law Department exercised 
all the powers of Covemment under 
the Cfflnpanies Act. The Board 
might be aiven the power to rean- 
late stock exet’anees which the 
Company Law Department did not 
have but. as the aroendinir Bill 
specifically levs down, it will not 
have anv of the discretionary *x)wers 
Twwsessed by Government under the 
Companies Act. 

SemJrt,, 637 of the Companies 
Act 1956 provides that Government 
msv, by notification, delegate any 
of its powers to a «oeicifie,d authority 
but shall pot delegate its powers 
e"d functions in regard to some 
fiftv-two imnortant sections and 
sub-sections of the Act. These sec¬ 
tions cover neaflv all the powers of 
approval, exemption, investigation 
and prosecution that the Govern¬ 
ment has. The more important ones 
relate to ; 

Approval of appointment and 
remuneration of Managing Agents. 
Managing Direi^tors. etc. and 
change of constitution of Manag¬ 
ing Agents; 

Approval of inter-comnany in¬ 
vestments, and loans to Managing 
Agents, Directors and their aaso- 
ciatesi 

Preventing undesirab’e person? 
from taking over control of a com¬ 
pany, and permitting reinstatement 
of directors disqualified on grounds 
of criminal offences, bartkruptcy, 

* k-ig-r-ta ft -•* S'* 
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v0tji»^ ^ojrtrf (11) gtaiidat^Sl i 
pteowimoD td acoraots; mmI'''' 
W of iWerest in anbr 

fttw itfitted ma^ra; ‘ 
P^nBodtijg diractore from voting 
at on matters in 

whleh Aey gip |pten»ted; 

Inflection, InveuUgntion alliff 
prosecuto of ooniMUiwB «hi tlte 
initiative at ihankoJden or G<h 
v^ment itself;’ msd” -IHWveoti^ 

^ ttf Ouanf 

Jiolden: , . 

Priditoition of amkdtttaHSM'.i^ 
managing agents in in¬ 
dustries; and ■ • 

Prewntathm of an annual t«l 
port on the administratiott' of ..'the 
Act to Parliaioent. ' '■ 

Since the Company Law 
ment was a D^oartment 6f the Gd- 
vernment, this reservation dill 
limit its powers under tha A^ 
With the setting up of a Board,' c^e 
would have expected Government 
to delegate to the Board al] t^ 
above-mentioned powers, except In 
regard to the last two, whim in¬ 
volve matters of policy and acrouai- 
ability to Parliament. The Bill ek- 
plicitly withholds all these dis¬ 
cretionary powers from the BoaniC 
Where we had a single departmmt 
before, we will now have 

(1) A Department of the Ministry 
of Finance (i) to look after poli^ 
matters, (ii) to seek the advicei of 
the Company Law Advisorv Cogfr 
mission on matters specified undf; 
the Act, e g, appointment of mao^, 
ing agents, their remuneratum, etc, 
(iii) to refer ' cages of pijsmiinail^ 
ment to the proposed >ribiinaJ wl^w 
is to try company qfffnqes. andjiv) 
to appoint and, presumably. Super¬ 
vise the work of Registrars; ^ 

(2) A Company Law. Bogrd. to 

perform high level clerical worly 
and' , , 

(S') A quasi-judicial ' Tribupdl 
which will take.-over nearly all 
compan}' law . matters from .cflSif# 
arid also adviM Government on .1^’ 
Removal of offending persons from 
the management of companies, -• 

If tins Is integration,- thhn tbe 
Finance Minister has made a dj*? 
tinrt' contribution to semantics. 

The organisational ict-up of oOW- 
pany law administration is a 
of-minor iniiportonce, whidi ft hot 
mtfoh dlscutoidfi''- InJ 'Pariiaf 

' '. issS 
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ti jAit' the flinance Mbd^ 
mm/ti A let it sq)pear. Behind As 


£IAA| ) 6 { A qaaHrjudioial TrUnioal, 
A* Fiiwace miniiitty will do wlutl 
fieHAi td be tlot>« in tbe matter of 
oon^EHUiy l&w administration. The 

C rpose of constituting the Company 
w Board,is not to ^li^te autho> 
lity to a body of competent and in^ 
jdependent persons hut to separate 
power from rpspOnsibility. and to 
i^centrate, poyet in' Ae hand* of 
^ Finance Ministty* 
ffiCs /M#«gr 0 Conrastfens 

INDIA’S disappointment at the 
*4oog-awaited'uriff concessions ^ 
the European Economic Community 
is two-fold, fw^t, Ae concessions 
ate very much smaller Aan what 
i»ad been promised during Ae nego¬ 
tiations for- British entry into Ae 
EEC. Even the very modest re- 
soinmendations of Ae EEC Com- 
niasion to Ae Commvinity’s Coun- 
al of Ministers, made in October, 
laVc been diluted in the face of 
l^ressure from the Commilnity’s 
African Associated Territories. 

!ond, by announcing Ae concessions 
inilaterally, without formally con- 
lulting the Government of India, 
he Community has given notice 
hat it has gone as far as it can for 
he time being and that noAing 
urther can be gained by negotia- 
lions between India and the Com- 
nunity. This appears to be a con- 
ilusive rebuff to India’s moves for 
i comprehensive agreement covering 
rade as well as general economic 
elationa between India and Ac 
immunity. 

Under the provisional agreement 
esAed during Ae U K - E E C ne- 
'otiations, Ac Six had agreed to 
iboliA or reduce Aeir common ex- 
emal tariff on a number of pro- 
Incts, mostly primary products, and, 
esides. had undertaken to negotiate 
. comprehensive trade agreement 
riA India by the end of 1966 at 
he latest, but earlier if possible. 
Ho less a person than Professor 
[Walter Hallstein. President of Ae 
: E C Commission, had held out Ae 
BBurance, in his first address to 
re European Parliament after the 
reakdown of the Brussels negotia- 
lons, Aat Ae offer of a trade aff- 
sement wiA India stood. Britain’s 
lilwre to joip Ae Community not- 
lAstendii^W5;.t 


Judged Ae hopes raised 

y Aesa and Ae Bnquent 

mtesftaUona w'Ae EEC’s knsiety 


heuntridA me AhocHwions' 
have noW been announced ire pal¬ 
try. It has been estimated that Ae 
commodiAes on vrhiA tariffs are to 
be aboIUhed or tediiced actnunt 
for no more than three wr cent of 
India's esjiortt to the Comfiilinify. 
'^e list leaves out manufactured 
goods as well as Ml semi-proceascd 
goods Of any eignificance. The rea¬ 
son advanced is Aat since Aeae 
goods are also exported by coun¬ 
tries. oAer Akn India any reduc¬ 
tion in’ tariffs oh Aran will apply 
to Aese countries as wdl and 
shoulA. Aefefbte, form part of a 
general trade liberalisation by the 
EEC. This, it is argued, is not a 
matter whiA can be settled through 
discu-ssions between the Community 
and India alone. - 

The reluctance of Ae Six to make 
any substantial conces-sions to India 
outside a multilateral framework 
Stems from their unwillingness to 
make any concessions which are not 
matched bv oAer industrialised 
countries. Much depends, Aerefore, 
on the progress of the Kennedy 
round of trade talks at Geneva 
Unfortunately, negotiations between 
the EEC and the United States 
have got bogged down and Ae pos¬ 
sibility of Ac Kennedy round drag¬ 
ging on inconclusively cannot be 
ruled out. 

The success of the negotiations 
between Ae EEC and the United 
States is vital for the world con¬ 
ference on trade and tariff.s next 
May. Insofar as Ais is in doubt 
and the industrialised countries are 
unable to agree on reciprocal tariff 
cuts, it needs to be considered whe- 
Aev Ae problem of increasing Ac 
exports of Ae developing countries 
should not be delinked from that of 
trade arrangements among the in¬ 
dustrialised countries. This can be 
done by waiving the “most favour¬ 
ed nation clause” so as to enable 
special treatment to be accorded to 
Ae developing countries. At present 
this clause is waived for grouns of 
countries like EEC and EFT A, 
which aim to establish complete 
free trade among themselves eventu¬ 
ally. It can be readily admitted Aat 
to permit departures from the most 
favoured nation principle with a 
view to making possible freer trade 
among particular countries or 
groups .of countries is an inferior 
alternative to ji* general reduction 
in Ariffs and free trade all tound. 




^jproPAte neknpteo. fr«ie Atiqo 'wif^ 
but r^ndbtg ihe Irpjpptua Awaj^ 
freer worM-wide Vra4e. . ' , 
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^JBE debate oh the Unit Iriiai of 
InAa Bill, passed by the IsA 
Sabha on Thur^y, was rmt ifnoag 
rhe liveliest. IfnderstandAIy, - be; 
cause unit invAtmebt trusts are 
not an innovation^ but have worked 
with conspicuous success in - othei' 
countries. To Ae SwatanAb party 
and oAer ^kesmen pf Ae private 
sector, T 'T KrishnamaAari opuid 
point out that Ae trust would help 
to bolster up Ae stock maritets by 

S ing money into Aem frean a 
to largely untapped ' source. 
At the same time, he could tell Ae 
socialists Aat by enabling the 
middle classes and Ae man of 
small mea'ns to invest in shares, it 
would help to diversify share¬ 
holding. So all that either aide in 
the Opposition could say was that 
it would depend on how the sAcme 
worked and with Ais T T K could 
readily afford to agree, 

The tiust is to .stait opeiations. 
modestly enough, with a capital of 
Hs 5 crores contributed by the 
Reserve Bank, the L I C, the State 
Hank and other scheduled baAs 
and financial institutions, Aough 
the Finance Minister hopes Aat 
eventually its funds would swell to 
Rh 100 crores. The trust will buy 
and sell securities, including hovids, 
shares or other stock of statutory 
corporations, companies or oAer bo¬ 
dies corporate. Its investments will 
be split into units whiA will 
be sold to the public. The Bill pro¬ 
vides that the value of these units 
will not be less than'Rs 10 or ex¬ 
ceed Rs 100. With Ae proceeds 
of the sale of il.s units, the trust 
will, at its discretion, eventually 
repay the original contribution to 
Its capital. 

The two provisions in Ae Bill 
of particular significance to the 
potential investor in the trust are 
those relating to Ae distribution 
of profits and exemption from 
taxation. The trust will be bbltged 
to distribute at least 90 per cent 
of its net income, dividends being 
declared and distributed - to Ae 
unit-holders onte every year. The 
tax concessions aranted to Ae trust 
are two-fold. First, Ae trust itself 
is completely exempted firom pay* 






feBU'-tin* teUit ‘liir‘ 
«jltlfl^-^^ k exempted {nim 
4 «|iiie.. 'tnii, tti4 from super ta* to 
mat^ntl «sto% upto a maxintiun 
ni Rs 1,000 per Bsnuni. T T K 
expects that in view of these pro- 
;viai 0 tt 8 , die trust should yield an 
income of 8 to 10 per ceot^to its 
^t'holdere. This is higher than 
the yield on any form of invest¬ 
ment at present available to the 
class of people for whom the trust 
is primarily intended. There is no 
limit on unit-holdings in the trust 
by any individual but the ceiling 
on tax exemption will ensure that 
holdings beyond a limit will be 
less profitable. Similarly, while 
institutions and corporate bodies 
are not precluded from investing 
In the trust, the tax concessions 
available to individuals will not 
extend to them, except that in the 
case of the initial contributors to 
the trust’s capital, their income 
from the trust will be exempt from 
supei-profit tax. 

Apart from the yield, the attrac¬ 
tiveness of investment in the trust 
will depend upon the negotiability 
of us units. The Bill provides that 
the trust will purchase back its 
units at prices announced by it 
from tune to time. Transfers of 
units are also to be permitted, 
subject to certain conditions. Tlie 
buoyant receipts from the (loveni- 
ment’s small saving schemes, to 
which T T K drew attention while 
introducing the Bill, is a hopeful 
portent for the trust piovided, of 
course, the returns on its units 
compare favourably with other 
forms of investment available to 
the small and medium savers, 
particularly the latter, and the 
potential investor can be convinced 
of the negotiability of the units. 
Whether the trust will merely di¬ 
vert savings from other forms of 
investment is not the important 
question that it is often made out 
to be since the provision of more, 
and increasingly attractive, avenues 
of investment is necessary if peo¬ 
ple are to be induced to save more. 

Not unexpectedly, the demand has 
been raised in Parliament and in 
the press that unit trusts, enjoying 
similar lax privileges, should be 
permitted to be established in the 
private sector. At its most sophisti¬ 
cated, the argument advanced is 
that_ concentration of investment rC- 
sbUrces in the hands of onfi or two 


ftarrown naricets shurni and 
exaggeiraies toovementa in their 
priices, whereas the existenoe of a 
humber of Investmeiit institutioiis, 
each following an inde^ndent fn* 
vestipont policy and com^fieting with 
the others not only contributes to 
the gtabTlUy of «odc ex^anges but 
also gives a wider choice to small 
investors, 

The Finance Mintoer’s answer to 
this argument waa, first, that it was 
unlikely that there would be imme¬ 
diately enough business for a num¬ 
ber of competing organisations and, 
second, that it was quite likely that 
the control of priv^ trusts would 
pass into the hgnds of managing 
agency houses or big business 
groups. In view of this possibili* 
ly. he felt that the Government 

‘Capital View 
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w^ $ifaifti»iioiu and trying |b; 
exercise «iver fibem only sum OQVt* 
trol as could be provided by a gesbe* 
ral law It would also be almost 
impoi^ole to extend to any private 
organisation the tax concessions 
that liave been provided in tlm Unit 
Trust Bill. 

Finance Minister, however, 
indicated tliai it would be possible 
eventually to broaden the manage¬ 
ment of the trust, which wilinB 
initially controlled by the Reserve 
Bank through its nominees on the 
Board of Trustees and the Exedo, 
live Committee of the Trust, by the 
appointment of nominees of unit 
holders to these bodies, once tin 
number of such holders hecoasdi 
sizeable. 


Cleaning the Image 


j^ASHMIR has again been occupy¬ 
ing some of our time and atten¬ 
tion. This is no doubt due in some 
measure to the bellicosity of a frust¬ 
rated Pakistan, but it is also due to 
the rather dramatic suspension of 
some ninety-odd officials in the 
State by Bakshi Ghulam Moham¬ 
mad’s successor, Shamsuddin. It is 
not easy to act in this manner. What 
about rules and regulations, and the 
jirocesses of the law? But then, 
anything is possible in Kashmir! 

At first, the once-bitten-twice-shy 
elements were inclined to believe 
that Shamsuddin was getting rid of 
his opponents in the administration 
a la Bakshi, that probably a number 
of honest men had been convenient¬ 
ly branded as corrupt. This impies- 
sion, however, was short-lived. 
Shamsuddin appiarently had acted 
against men known to be guilty. 

But what about the others? 
What about Bakshi’s most trusted 
lieutenants in the administration? 
Shamsuddin was quick to explain to 
Delhi that he could not deal with 
them in this slap-dash manner be¬ 
cause Bakshi had made them full- 
fledged members of the administra¬ 
tive service, unlike those who had 
been dismissed. But, to emphasise 
his determination to continue the 
good work, Shamsuddin appointed a 
Dqnily Oiief Seczotaiy to «lip tibe 


Romesh Thapar 

wings of the all-powerful C% f 
Secretary, who during Bakshi’s re¬ 
gime, was known as ‘the boss’ KVik 
to Ministers in the Government. 
■This move is probably aimed gt 
corrupt elemento hiding behind ser¬ 
vice privileges. 


Delhi Taken by Sorpriae 

Shamsuddin has certainly acted 
before anyone in Delhi expected 
to. He IS assured a warmer wel¬ 
come on his next, visit from three 
policy-making Indians who have 
developed a guilt-conscience about 
Kashmir, and not without reason. 
When he met the Prime Minister 
last time, the defeat of C M Sadiq 
was still too fresh to encourage cor¬ 
diality. Not without reason, the 
Prime Minister found it difficult to 
believe that an unknown politician, 
and a nominee of Bakshi at that, 
would launch the urgently-needed 
clean-up in Kashmir. Now, the 
position IS somewhat changed. 

Visitors returning from Srinagar 
suggest that there is every possibiUty 
of a concordat between Sadiq and 
Shamsuddin, that once this rappro¬ 
chement takes place the stage wM 
be set for the termination of the 
trial of Sheikh Abdulla and his 
release. For the moment, however, 
Shamsuddin has prmaised to speed 
«p .the uBMototMri^. bni < dreswCi 






to ito totol»iifi«a. qf 
$baiiaiiuMhi must' «*•*# 
Be cannot ttdce on aU 

am^ition^ eomenders for 
in valley Ut the same time. Not 
^t<l toe Prime Minister want hu» 
>to. 

'Tlie cynics, and they aw ® 
few, continue to point to the toeto 
tmu in Shamsuddin’s cupbooro. 
.y«^, without a doubt, during tlw 
ffttfiin g months Shamsuddin will 
hove to decide whether he wante to 
give Kashmir a clean Government 
or whether he would rather follow 
in the, footsteps of those in the Natio- 
nal Conference who are beginning 
to see- him as a threat to their ela¬ 
borate web of corruptitm. He can¬ 
not dilly-dally for long. And, may¬ 
be, he will need to change tM 
National Conference into the Natio¬ 
nal Congress to break through. 

Who Will Expose Whom f 

The corrupt leader, the irrupt 
bureaucrat, toe corrupt politician, 
toe corrupt acadertiician, the corrupt 
hengera-on — all these are under 
constant discussion in the Capital. 
Corruption ukes a multitude of 
forms among those who control the 
power levers. A few bottles of 
whisky regularly from a diplomat 
friend; a scholarship in a foreign 
university for a son or daughter; w 
industrial license; a free trip 
abroad; a percenUge in the profits 
of a business venture; an atfluent 
directorship in a new or o'*’ 
cem; a free holiday in the lulls; 
an attache case full of bank nmra; 
a ball point pen; a transistoi radio; 
a gift of a gadget smuggled through 
customs. These forms of corrupUon. 
and others too numerous to list, 
envelope so large a section of the 
Establishment that there is a re¬ 
luctance to get involved in ‘expo¬ 
sures’. There is confusion as to who 
will expose whom. So the discussion 
thrives underground, as it were. 

Ig it possible that even as it 
prods the States into action against 
^ poAets of corruptiofn, the 
Cratre will convince itself of the 
ne^ to clean the administrative sta¬ 
bles nearer home? Home Minister 
Nanda would like to see this hap¬ 
pen, but the task is forludding. As 
for-thai|a>. who been surveying 
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Delhi, for toe 
Ihf toe arrivsf of Wfotnr.'Ahd witli' 
Vinter, coofotencet, seminam And 
visits by VIPs begin. The tiine»tebk 
is, as usuel, radm impretrive, 0^ 
oialdom, however, continues to qe 
tortured by toe rise in lU'ices, wgar 
shortages, the food muddle and toe 
‘declining rate of economic growth. 
But the ddiate in Parliament falls 
to throw up a plan to tackle toese 
inter-locked crises. The Prime ffin- 
ister seems to be of the view that a 
toning up of the administration is 
all that is required. Others qieak 
of reviving the ‘dedicated spirit’ 
now dormant throughout India. 
The trouble is that no influential 
person or group is prepared to go 
beyond peripheral issues. 

Mass Contacts bv Conareasmea 

Over the past few weeks, and 
particularly since the Jaipur session 
of the AlCC,.the feeling is grow¬ 
ing fn leading Congress circles that 
no real change hi the situation can 
be achieved unless the organisation 
of the ruling party at the base is 
galvanised. The present inactivity 
not only prevenri a proper projec¬ 
tion of Governmental policies among 
the people but also destroys the 
possibility of a feed-back to the 
Government of the feelings and re¬ 
actions of the people. there was 
a time when the Congress Party 
organisations were able to perform 
this dual role; in fact, it was tliis 
role which always gave the ruling 
party a tremendous lead over others. 

Surprisingly enough, this realisa¬ 
tion is one of the by-products of 
toe so-called Kamaraj Flan. Mass 
contacts by party leaders who have 
‘renounced’ imnisterial office and 
by those who were compelled to re¬ 
sign, like Mellon and Malaviya, have 
bwn strikingly successful. Indeed, 
even unpopular fiscal and gold poli¬ 
cies have lost some of their odium 
an a result of persuasive explana¬ 
tions. A leadership, which over the 
years became obsessed with its le¬ 
gislative functioning, is now being 
reminded that effective Government 
is not possible in present-day India 
without a continuous toalogue with 
the people at every level. 

So serious is this isolation from 
the people that very often decisions 
ere.taki^ on the basis of siqqiosed- 
ly. «iiB)yaai of mooto 
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alphabet’! / 

If .tl» ^aubaseswar, stoshui of 
toe Congress Party, to be held 'eaBy 
in January next year, is able fo 
break the i^atfay which grips the, 
organisation at the base, k may 
well succeed in salvaging the eco¬ 
nomic plats and perspectives whkh 
are today in danger. Other patties- 
too, need this kind of challenge 
and confrontation; for tome odd 
reason, they inevitably reflect the 
.Habbiness of the party in power. 
The crisis facing the Congress Party 
today is not one of defining social¬ 
ism, but of implementing it. 

Errata 

In tbe article, “Algeria’s Un¬ 
finished Revolution’’ by Frederick 
F Clairmonte (The Economic 
Weekly, November 23, 1%3), On 
page 1929, in column one, para 
three, please read “century” for 
“country” in the sentence ending : 

“ . . one of the authentic revolu¬ 
tions of our country”. The error 
is regretted. 

In part II of the article, “Death 
of a Maharani”, by Barun De (The 
Economic Weekly, November 30, 
1963). on page 1962, in column 
three, the fourth sentence begin* 
ning “ Nor is Benoy Chow- 
dhury ...” should be substituted 
by the following : 

“Benoy Chowdhury, who had 
been evading a police warrant for 
his arrest issued in November 
last year, appeared in -public last 
month and was arrested. He has 
just been released to fight the 
Legislative Assembly seat once 
again as the Communist candi¬ 
date. The Congress nomination 
has gone to a lady, and not to 
Abdns Sattar. Narayan Chau- 
dhuri is the Congress cand’date 
for the vacant Parliamentary 
seat w'hich Gurugobinda Basu 
was unable to fill”. 

The correction was received too 
late from the author to be in¬ 
corporated in the text. 





Coitrol OB CofflBioBwealtb fmaigratioB to Continne 


oil eyes on Washington! 
the renewal ot Britain’s Com- 
mdnwealth Immigrants Act last 
week went almost unnoticed. {The 
Act, which came into force on 
Inly 1, 1962 was due to expire, 
ttaless renewed, at the end of this 
y<^r. It was the first step Britain 
hatl ever taken to curb the free 
entry of Commonwealth citizens, 
and when first introduced it was 
vehemently opposed by the Labour 
Party as a racial measure. Their 

f >rotest8 last week were significant- 
y milder. 

The reason was partly political: 
an election is approaching, and 
there can be little doubt that curbs 
on immigration arc on the whole, 
approved of by the electorate, espe¬ 
cially by the working class which 
bears the full brunt of the burden 
in terms of housing and jobs. But 
the change was partly also a com¬ 
paratively honest rejection of a 
situation which in some of the 
large cities is tending toward that 
of the cities of the northern United 
States. 

Labour's Changed Attitude 

Labour’s new line was 'that they 
were prepared to accept some con¬ 
trol on immigration, but they 
would prefer it to be by a quota 
system agreed with the Govern¬ 
ments concerned. It is hard to 
see how this could be carried out 
without having the effect — what¬ 
ever the wording or the intention— 
of racial discrimination, and I.a- 
bour has not found it easy to 
a’nswer the charge that they are as 
ready as their oijponents for dis¬ 
crimination, provided someone el.se 
has onus of carrying it out In 
any event, Government spokesmen 
knocked down the Labour argu¬ 
ment pretty smartly by pointing 
out that controls, under a quota 
system, at the source of immigra¬ 
tion had already been tried and 
had failed. If the need for restric¬ 
tion was accepted, they said, it 
was the British government’s res¬ 
ponsibility to carry it opt and to 
carry it out effectively. 

Is there a real need ? The Con¬ 
servative answer is to point to the 


figures of immigration before ahd 
after the Act came into force. The 
statistics that originally justified 
the Act were given ^ R A Butler 
in November 1961. The net inflow 
of immigrants from what he poli¬ 
tely called the “new” Common¬ 
wealth countries (that is, except 
for Cyprus, the ncdi-while) was as 
follows : From 1955 to 1957, a 
yearly average of about 43,000. In 
1958. 30,000. In 1959, only 21,000. 
But in 1960 the flow increased to 
58,000 and in 1961 it became a 
flood ; the final figure for that 
year was about 136,000. The Gov¬ 
ernment announced its intention to 
bring in restrictions in the autumn 
of 1961, and the first half year of 
1962 saw' a net inflow of 95,000 
of whom some, 'ho doubt, were 
rushing to get in before the barrier 
came down. 

Rise in Immigralion from India 

The Act introduced a voucher 
system, (for those who wish to 
work ; students and visitors are 
uncontrolled) under three catego¬ 
ries; A, those with jobs already ar¬ 
ranged; B, those with special 
Stkills; C, those with 'neither jobs 
nor special skills. Any voucher- 
holder can bring his immediate 
dependants. The figures that follow, 
of application for and grant of 
vouchers from July 1962 to Octo¬ 
ber 25, 1963, are for all Common¬ 
wealth countries, but the weight of 
th-e white countries in them is 
slight. 


Category 

Applicallons 

Issued 

4 

15.000 

9.500 

B 

H 500 

13.500 

C 

289,500 

37,000 


The issue of vouchers, of course, 
does not necessarily mean that all 
have been or will he used. Appli¬ 
cations are now being made, the 
Home Secretary said last week, at 
a rate of 10,000 a week. 

The net immigration since the 
Act came in has been : .Tuly 1962 
to June 1963. 34,000; July 1963 
to October 1%3. 30,000. These 

figures cover arrivals and departu¬ 
res of every kind, including those 
not subject to control. 


One interesting feature is tf 
massive growth of immigratic 
and, still more, attempted imm 
gration, from India and Pakista 
The Act was originally provokt 
largely by West Indian immigr 
tion : they provided 66,000 i 
the 1961 figure of 136,000. In co 
trast, as late as i960 Indian ai 
Pakistani immigration was on 
8000. In 1961 it was 49,000, I 
now these two countries accou' 
for nine-tenths of the applicatioi 
(284.000 out of 319,()00 up 
October this year) and about tw 
thirds of actual arrivals. 147,0( 
Indians have applied for C vouc 
ers, of whom 15,000 have bet 
granted, while some 6,0(K) hai 
received A or B vouchers. Froi 
Pakistan have come 130,000 appl 
cations, in all categories, of whit 
17,500 have been allowed. 

One reason — we are told hei 
—for the pressure that has brougl 
applications to the staggering yea 
ly rate of half a million is thi 
valid vouchers are virtually a ma 
ketable commodity in India, whit 
suggests that many of the hs 
millio'n may have no serious inte 
tion of coming here. Anothe 
conceivably, is that the more e 
tensive kinship systems of As 
provide a built-in multiplying fa 
tor : one Indian already here 
likely to he followed by a largi 
■number of relatives than woul 
the corresponding West Indian, 
third undoubtedly is that Asians 
both ends of the pipeline ha’ 
been quicker than West India'ns 
seeing the commercial possibiliti 
of immigration, acting in effect . 
combined travel, accomodation ai 
employment agencies. 

New Dimensions 

The swing to Asian immigratic 
adds, new dimensions to the argi 
me,nt in Britain. The simple n 
merical o’ne, on which our restri 
tionists are apt to harp, is tl 
gigantic population of the Indit 
subcontinent Proportionately t 
fewer Asian.s than West Ilidiai 
come here. But suppose the pr 
portion were to rise ? The Britii 
labour market has been able 
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wKien we ^re on tfie. mreshoW, of 
“th«; technological , unemplo 3 rnient 
. which already plagues the United 


Certainly our housing stock could 


Widlin t^ta ntuattoiw the. Asians 
stand in' a ratbec. diffetentpositiPn. 
{rom tba Indians.* They had 
the ioidal advgntsjge^tbat'tlie image 
of the Asian hens is, <ai*tbe whole, 
diat of a mote educated, man: ' a 


noit. Britain builds about 300.000 large proportiofn of Britain's hospi 
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houses a year, and the houritig 
position is 'po'or i'u comparison 
with other western living standat'da- 
The, immigration to date has beeit' 
largely contained by what is (by 
western standards) -shocking over¬ 
crowding, which has provided a 
.rich harvest for racketeering land¬ 
lords of all races. These are seri¬ 
ous economic questions, independ^ 
ent of race, though of course the 
argument is seldom conducted in 
purely economic terms. 

Hwial Prejudice 

The directly racial issues are 
complex. The general context is 
one in which crude and violent 
racism is rare, and its overt poli- 
tioal expression, die fascist Union 
Movement, singularly unsuccessful. 
At the other extreme, those who 
' positively welcome the new arri¬ 
vals are also uncommon. (If one 
reads Hindu-Muslim for white-black, 
I think one finds both extremes 
more widely represented in India 
than the equivalent here). Perhaps 
the commonest reaction, among 
those most affected by the immigra¬ 
nts, is the feeiing that "they’re dif¬ 
ferent”, and the habit of seeing 
them as members of a race and in 
unfavourable racial Stereotypes. It 
is this that produces the alarming 
proportion of 'room to let’ notices 
which Boecify “sorry no coloured” 
or “English only”. It would be 
nice to claim that the landladies 
of England do not hspresent the 
puhl'c at large, but it would be 
optimistic. The racial- stereotype 
may, of course, be accompanied by 
warm feelings - towards particular 
immigrants.' 

Here, in short, we have a classical 
situation of prejudice, in wh^ch 
what may be perfectly reasonable 
, phlections to individnals are trans¬ 
ferred to a group at large; a pwju- 
dicR which is not strohdy fe’t, but 
which could j, .pbvioUsly become 
stronge^, and which no doubt already 

1983 - 


tal doctors are Asians, and th^ 
have always been many Asian stu-, 
dents (not that students are Bri¬ 
tain’s -most highly esteemed class). ’ 
On the other hand, as a community 
except for llie anglicised upper 


Indians, 

So Idhg igs the AriWTj 
arouses ho stvotig {eelb^' 3 

course .thefh ft po^panUlhl 
Bast ilMrica here)‘«o ttoy^be 
done. But if spipf 'cata%p^ hfi-, 
abled«ethri^. racial 
whipped up, the exeiusive Anirit- 
mighty find himsdf, no mow popu¬ 
lar, tlwh the gregarknw Ipi^ 
an. Even short pf that, this pbanp- 
menon may have, dong-lerm impli¬ 
cations for British Oovemment po- 


class- they are far mqre ‘differ- . hey I should pess Aat ev^ h by 
ent’, to the average Englishman. adnunistrabon 

than aw the West Indians. poHtiVgly welcomed Com 


All the West Indians speak Eng¬ 
lish; in broad terms, their behavi¬ 
our is not unlike that* of a more 
boisterous and friendly Englishman 
(the ‘Tommy’, I mean, rather than 
(he pukka sahib); and they make 
no attempt to keep themselves to 
themselves. In contrast many of 
the recently arrived Asians speak 
little English; their customs and 
religion are strange; and they tend 
to be reserved and to stick to their 
own community. (This aspect is 
very fully discussed in “Indian Im¬ 
migrants in Britain” by R H Pesai, 
recently published here by Oxford 
University Press.) 

This of course means that they 
impinge less on their English neigh¬ 
bours (not always: Indian readers 
must forgive me for reproducing 
the savage comment of a Midlands 
housewife printed in a daily paper 
inquiry into native attHudes to tbe 
Asian immigrants — “They spit. Wp 
don’t”. Those -four words reveal as 
much — on both sides — about in¬ 
ter-racial misunderstanding ag many 


moUweafth immi^atibn wOuId much 
less welcome the estaldisfameUt of a 
really large community- diat would 
remain, in a real sense, alien. 

Race Prospects doomy 

Overall the race -prospects here 
are gloomy. In the near future In¬ 
tegration of the new immigrants, 
who now total about 1 per cent of 
the population, seem* unlikely. It 
is, alas, ^certain that tensbns will 
grow as their number grows, and the 
Labour Party’s proposal to make 
racial or religious discrimination an 
offence in law will not change pri¬ 
vate attitudes (the solution, of the 
housing problem would do far 
more). In this position, thej-e ore 
sincere differences of opinion 'be¬ 
tween those who argue that immig¬ 
ration control tacitly encourage-- 
racial feelings, and those who sa} 
that such feelings will be far morc 
exacerbated by a continued flood of 
immigrants, and that control is a 
lesser evil. Both groups would un¬ 
doubtedly be glad if the pr^uue of 
immigration could miraculously 
ease of its own accord. - 
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gfenetRl dhotis have IdEt 
/ ' 'bod». ittlim Liberal Dwno- 
aitfc fy ty. ai4. ^ §octaU«tg, tba 
* opp<tei»ioti MrtVi "wiA fe» 
tiuciad waU “^see table bdow). 
*ltlie.L^i«l * 'Democratic Party • 
boj^ to Win awo-thirda of the 
to|brl eeats in the Diet so as to be 
tkbila to change the Cbnstitutioti. 

»ov it c«mot>do this eveta witb , 
the support of the > Independeilta, 
Kjnort m- whom are conservative r 
aupporterst The Socialist Party 
too, far from improving its ,poai- 
tion as a resnlt of its. “structural 
re&rm” poK^, has lost ground 
*apd sonte of its. leftist m^nbete 
have demanded the resignation of 
the Chairman,' Kawakami Jotaro. 
The Democratic Socialist and Com- • 
nnunist. parties as well as the Inde¬ 
pendents have registered significant 
gains. But while the Democratic 
Socialists’ share of the poll has 
dropped, the Communists and Inde¬ 
pendents have won more seats and 
improved their share of the poll. 

It appears as though the more or 
less total commitment of the 
nesc 'Communist Party to the Chi- 
■nese position in the Sino-Soviet 
dispute has not affected its position 
m the least. 

Cluinae in Strength' of Factions 

- The election has slightly changed 
the relative strength of the main 
factions in the Liberal Democratic 
Party: 

1963 1960 

Ikeda, Prime Minister 50 49 

Miki^ Chairman of ' 

Minister 46 ' 35 

Mild, Chairman of 

LDP Policy Board 37 .32 

Sato, Minister for 

Olympics 47 52 

Ohno 29 30 

Fujiyama "22 25 

Koyu Club 20 . 25 

Ishii 14 14 

Tory “Reformers” 21 20 

TTie Japanese electoral system is 
based on two or three-member con¬ 
stituencies 60 that every vote given 
„ w the top candidate over the mini- 
mtuii required for victory is a vote 
Wkstedv, It is-vital, therefons^ to 
arrange for a party to tranefor its 
votes from its popular candidate to 
^itis marginal candidafes., Faction 
livaliy-within a' party, leading to, 
eo«E^)kitio(n for votes among its 


candi^tee* i1i a coftstiiueflcy, cm chief method of election to the Diet 

be disaslrout- Further, ^ 'number and these ,fH>ans are carefully ten- 

of invalid, votes In Japimese elec- ded. The Socialist support comes 

tions is usually very higl^ some- mainly from well«rganised Sohyo 

times no less man 6 pfer detet. The (the trade unibn eong^) chapters, 

ballot'pOMr is a blank sheet, suit- the OemocfMic bocialiste owe much 

atjy nunmired,' in which the voter of their support td the Domei Kaigi 

has to'write tbe namf» of the can- (confederation of labour) and -the 

didates, either in characters (kanji) Liberal Democrats have Iqcaf sup- 

or in a special Japanese phonetic porters through'the ([Ihambers of 

script (Hotttkmtt) . Since many Commerce and the various empio-' 

Japanese, surnames,, have the same yefs’ Federations. ^ 
sound, it is a favourite trick of The great increase in the strength- 
political . parties to confuse, mo KoTio and Miki factions of 

voters by nominating candidates tj,p Liberal Democratic Party can' 

withr similar-sounding names. be attributed to* the distribution of 

Poe and Donu for Candidate. mon«‘y through the- Liberal Dem.o- 

cratic party organisation and through 
Japanese . electoral law is very public works subsidies: The weak-' 

comprehemsive ai^ lays down in p„j„g the Eisaku Sato faction is 

great detail what candidates can undoubtedly due to Sato’s loss of 

and cannot do. The legal r'estraints influence as a result of Being out- 

on a candidates conduct are so Ikeda cabinet until 

stringent — even house-to-house the final reshuffle. His anxiety to' 


the Liberal Democratic Party can' 
he attributed to* the distribution of 
money through the- Liberal Dem.o- 
cratic party organisation and through 
public works subsidies: The weak¬ 
ening of the Eisaku Sato faction is 
undoubtedly due to Sato’s loss of 
influence as n re.suIt of Being out- 


visiting is forBidden — that it is 
impossible for any candidate to 
strictly conform to the law and wt 
carry out a poll campaign. The 
electqral law is enforced by the 


join the cabinet though he is an 
outspoken critic of Ikeda confirms 
this. 

Policies Matter Little ' 

A foreigner looking at the’ poll' 


police independently of the elect- 

oral commission and a candidate . j -i„,_ 


could be arrested if one of his sup¬ 
porters stuck a picture of Ins on a 
lamp-post! 


misled into thinking that the electo¬ 
rate is. inRuenced by the specific 
policies and programmes of the 
political parties. In fact, . .succes.s 


The electoral constituencies need or failure of particular prograinnle.s 

to be redistributed so as to rcRecl has little bearing on the relative 

*1,.- 1_ i_ _-__ f .1 " 


the rapid large-scale movement of position of the partle?, 

Ae population to the towns. There instance, the rapid increase' 

IS no constitutional provision which •„ 

ensures such redistribution auto- ,^0 last year) ig an issue 

matically. The only way of doing 

It IS to get an act unanimously ,p„nlly took two gue.stg from 
passed by the Diet which is- of England to a dcpartmnt stote. 

course, near-impossible. 

The key to success in the Japo- pared with those in England that 

nese elections lies in organisation they bought nothing. Yet when-i 

and in getting in touch with every first came to Japan four years agw 

one of tlje voters. The Jiban, or prices of most goods comparea’ 

area of InSluence, system is still the favourably with prices In Bneland, 


of Uje voters. The Jiban, or prices of most goods compared 
of InSluence, system is still the favourably with prices in England. 


General 

ElcrtiiHI 

Retuha > 1963 

and 1960 


‘ 

1M3 

1980 


Party 

Seats 

Percentage 
of poll 

Seals 

Percentage 
» of poll 

Idbaral pamooratlc 

283 

aie 

286 

S3 M 

Sodaliu 

144 

SBJOS 

-145 

27 58 

DOmoorteto Socialist 

23 

7.3T 

It 

8 77 

-Oommunist 

a 

- 4.91 - 

3 

298 

Ind^iendenta 

12 

4.92 

6 

8.18 


4tw". 
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lb Any 0^1 C 9 uatXf a Hsa of ovMf 
10 per cent in prices in a ^ngle 
year would be a burning political 
issue, but tbe opposition parties 
here have hardly exploited it. There 
have been no major demonstrations 
nor have the Stwialists advanced 
any proposals for curbing the price 
rise. The Liberal Democrats* con- 


iti j ' " \ 


V ‘ i'l'- \v<* 




tetnion tibat riae in piioea ft part 
df the cost of repSd induatrialitfr' 
tion has not be«a chailengeth 
^milarly, d» diaastrout Pukpdca 
mine explosion in which over 400 
miners lost their lives on account of 
poor safe^ precautions and over* 
working of the mine to make up for 
loss of production during a previoxis 


*’ ' V 

.strike '‘has i»>t aj|iieiisia. ' 

Democratic Party’s etniniiig nt "din 
pells. Appateijtiy* the average 
Japanese voter dm nbt yet regaro 
his vote as representing hfs inte¬ 
rest in national pdicy. If he or 
his district succeeds in securing a 
small fraction of the nation’s nafio' 
nal income, he is -satisfied. 


*ALL A 
BLOWING 

' all a a 

GROWING'S 





What keeps blowing and growing in Bumpur 
is IISCO Steel and in fact there is about a 
million tons of steal ingots o year, not 
to talk of finished steel, blooms, billets, bars, 
sheets, roils and structurols—coming out 
ceoselessly from the integrated steelworki 
These, the end products of Bumpur 
'blowing end growing', help to shape 
many o thing which form port of our 
t doily life and port of our indusfriol life. 

I Indeed, in every sphere of the 

country's endeavour ot present, 
Wk IISCO Steel is ploying o 

^ very substantial port. 
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FUTURE WITH 
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tJhpopalaftiy of Popular t^ill 


Jftf Calcutta bri Monday the WtSot 
Bengal Cabinet decided to ex* 
clode indkiatrial townships tram 
die operation of the State Pancha- 
yat Act. Tea gardms and ‘reserve 
forests, we were reminded, had al¬ 
ready been excluded from the scope 
of the measure. Promptly sprang 
to mind the absence of local self- 
government in New Delhi, where 
permatient damage was done by 
Chowdhary Brahm Perkash when 
he knew he would be out of office 
in another twenty-four hours. The' 
Government of die U S A, cham¬ 
pion and defender of democracy 
throughout the world, also denies 
democracy in Washington D C. 
Democracy. Winston Churchill has 
told us, is the worst form of gov¬ 
ernment — except for the oth^ers. 
It must still be too good for areas 
that matter, politically or econo¬ 
mically. It is a little surprising — 
ig it not? — that critics of demo¬ 
cracy have not worked on the 
theme. Even in Calcutta, where 
civic democracy is to be seen at 
its worst, the acknowledged but 
unemphasised limits of the popular 
will have received too little intel¬ 
lectual attention. 

Between the idea and the reality, 
Eliot told us long ago, falls the 
shadow. It is here suggested that 
the shadow, in India, has been 
lengthening alarmingly, with few 
alarmed (which is another alarm¬ 
ing factor). Monday’s decision in 
West Bengal, outlawing democracy 
from industrially importsint areas, 
only symbolised a contradiction 
that has been going on, at ^at 
expense, in this country since inde¬ 
pendence: the contradiction bet¬ 
ween our political superstitions 
and our economic aims, our ecdho- 
mic superstitions and out political 
aims. 

Town Planning 

West Bengal also decided, on 
Monday, to introduce legislation on 
town and country planning to con¬ 
trol land speculation, unrestricted 
building operations and unplanned 
.growth of towns. Asansol and 
Raneegunge, the main industrial 
zones, are to have planning organi¬ 
sations. Dr Roy’s "Ruhr of India”. 
Durgapur, has already seen the 
consequences of rapid but unplan¬ 


ned growth; next door to hand¬ 
some quarters are slums and tea 
shops. If the Government of West 
Bengal has at last woken up to the 

E roblem, it is to congratulated; 
ut there is reason to fear that the 
new restrictions may onlji inhibit 
growth, widiout stopping ugly con¬ 
structions in or around industrial 
installations. But that is a matter 
of detail. 

What deserves more earnest con¬ 
sideration is why.< panchayats are 
good enough for pertain villages 
while they cannot be applied to 
places where things are happening. 
The planning organisations, or 
units, contemplated hy the Govern¬ 
ment of West Bengal for industrial 
townships will presumably be con¬ 
stituted by Government servants, 
experts of sorts, pretending to re¬ 
present nobody except the Govern¬ 
ment. They will not, in other 
words, be elected. Perhaps the 
panchayat-ruled villages should Iv* 
proud of their democracy and look 
down upon “developing” areas for 
their incapacity to organise their 
affairs through popular will and 
direction. Arc they proud? Or 
do they envy the develonment tak¬ 
ing place in the “undemocratic” 
areas ? 

Deeper Dichotomy 
TTie dichotomy goes deeper. In 
theory and wasteful practice this 
country clings to certain Gandhian 
ideas. It was left to certain Gand- 
hians lately to admit and exnose 
the prodigious waste over the Ambar 
charkha in particular and khadi in 
general. The loss through Prohi¬ 
bition goes into millions. India’s 
three plans have, for all their in¬ 
dustrial bias, invested, uneconomic- 
ally. millions of rupees in the vill¬ 
ages where the harvest has been 
mainly political All this in obe¬ 
dience to Gandhi. Panchayats were 
his idea too; and every State has 
enactied legislation to bring them 
about without for a moment pon¬ 
dering over their relationship with 
or relevance to the economic ambi¬ 
tions the country has developed 
under Nehru. These ambitions are 
overwhelmingly industrial, with 
which this writer is in sympaitfiy. 
Panchayats are not; not because 
the people do not want cheap and 


mass-produced consumer go< 
but because they have been b 
that “the good life” ia at variai 
with comfort, let alone affluen 
Nehru has pursued the mod< 
path, without ever disowning 
old superstitions which Ganc 
with his peculiar magic, inlrodu 
into twentieth-century thinking, 
handicap Africa ooes not sul 
from). 

Those who deplore the inefl 
ency of democracy and plumjy 
the apparent decisiveness of ot 
forms of government forget t 
for one efficient totalitarian gove 
ment there are and have been 
least ten incompetent dictatorshi 
Criticism of panchayats need r 
therefore, stem from a lack of fa 
in democracy. It rests, rather, oi 
certain doubt about the compatibi 
of the articulate popular will t 
the unstated and very matet 
desires of the people. Panchay 
represent the former, where ca 
and hypocrisy are the chief ing 
dients. The people’s greed 
goods has yet to find its spoil 
man. 'The chimneys of Durgap 
Asansol and Raneegunge do sp 
their own language; but it is 
language without a script and, 
has remained unwritten and unre 
Hence the proliferation of pane 
yats over most of India, unindust 
lised, while Durgapurs and As 
sols, undemocratised, have to 
treated as isolated exceptions. 

No Conflict 

Any suggestion of an inherent r 
flict between democracy and ind 
rial progress is the last thing inte 
ed. Even the widely believed coni 
between agriculture and industry 
thoroughly disproved by the Am 
can experience; less than 8 
cent of Americans aie engaged 
agriculture and yet they havi 
permanent and embarrassing i 
plus while in Russia more than 
per cent of the people work 
farms and then have to buy wh 
from the U S A and Canada, 
is equally untrue that rural d« 
lopment is an enemy of indust 
advance; the most beautiful ^ 
ages are to be seen in industriali 
Europe and America, not in In 
Why, then, are we in this cour 
constantly told that this has 
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SoinMf*;* maa ana. mor$ tmaatu, tome per* *«»* pr^n, -ft tf-aw.'awnjfWt.^O)**’ 
fraombm J« tiyiai to o<w)h " mining to what aaim he A® Zhngapin' wiB on jpon^jutt 
„ * *“*"”*• national character,,pinnicipaJ Aano- Must Calcutta hate it» pawifeB^ 

Expetience remains the ultimate cracy has in this country failed, tailed the Congress Muoit ap aJ 

teacher; any systein is all right if At monstrous expense to the poor Association? ^ 

it 'worka and the b«t is not good ]peo{^e, its structure ia still being •” Flibbertigibbet 
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ooNATt uaaastxv to r*te nATiofttL etrenct funo 


Day by day, month by month, 
the face of India changes fast. 

Mighty steel penstocks guide the 
rushing river waters to turn the 
turbines to produce electric power. 

Massive generators, dotted across the 
country, send this power vibrating along 
wires to turn the wheels of Industry. Electric 
lamps are switched on in village homes. Long lines 
of steel pipes girdle vast stretches of land, carrying 
water to thirsty villages and liquid gold to refineries. 
Automatic signals guide roiling wheels along a 
criss-cross of steel tracks. Radio waves race across 
the skies to help mighty Jet planes land on our soil 
with their precious cargo. And thus a nation steps 
out to tomorrow. 

As electrical and mechanical 
contractors and maintenance specialists on 
behalf of leading West German manu¬ 
facturers, we too are contributing our 
bit towards building a new India. 
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Bkick Flame 

Ifep Flw ISbct time by Jame* Baldwin, MIcluuI Joaeph. Loudon, 1963. Pages 112, priwt fSt 6d. 


^|ipHEN the literary effort of a 
member <rf an “inferior” social 
group it widely acclaimed, one has 
to be a little wary. Not infrequent' 
ly, the work is praised not so much 
because it is done well as because 
h is done at all and when the bo(^ 
in question deals with tmisions caus¬ 
ed by discrimination against the 
author’s group, this possibility is 
even stronger. People have a pecu- , 
liar fascination for their prejudices 
and like to bo “analysed”, how¬ 
ever imperfectly. 

With James Baldwin, whose lite¬ 
rary ability is beyond question, the 
case is different. His novels, set in 
contemporary America, deal witli 
other social and moral problems be¬ 
sides the colour question. But he is 
a N^ro, though not from the South 
— Harlem was his home. As he 
himself puls it, a Negro does not 
have to be “very bright to realise 
how little he could do to changc 
his situation”; nor does he have to 
be “abnormally sensitive to be worn 
down to a cutting edge by the in¬ 
cessant and gratuitous humiliation”. 
Endowed not only with high intelli¬ 
gence and fine sensitivity but ex¬ 
ceptional talent besides, Baldwin ha.s 
turned to leading language to the 
“horrors of the American Negro’s 
life” and to the “privacy of his ex¬ 
perience” for which there has been 
“almost no language”. 

This slender volume is not Bald¬ 
win’s first non-fiction work nor the 
first such work to deal with the raci¬ 
al issue. But perhaps because the 
century-old problem came into 
sharper focus in the past year, the 
book has proved a persistent besfr 
seller. The titles of the book and of 
the two essays it contains are taken 
from Negro spirituals and hymns. 
Their dramatic and ominous ring 
echoes the central theme of the 
volume. 

Here, in taut, powerful, beautiful 
prose — not a word seems superflu¬ 
ous nor sounds inappropriate is a 
picture of the racial situation that 
is America’s most urgent and com¬ 
plex problem. What does it mean 
to be “coloured” in a “white” coun¬ 
try? It means being born in condi¬ 
tions “not very far removed from 


those described by Charles Dickens 
in the London of more than 100 
years ago”. It means that the course 
of one’s life is prescribed, with “the 
limits of ambition ... set for ever”. 
It means that one is conditioned 
from childhood to a separate and 
unequal existence, with elders pre¬ 
paring every child for “a fate from 
which they cannot protect him”, 
watching lest he Strays beyond the 
boundary. E^'en so, it means meet¬ 
ing hatred in every walk of life, 
coming home after fighting a war 
for one’s country, only to find that 
country unchanged. It means, in a 
terrible negation of the content of 
faith, the conviction that even God is 
white. Baldwin suffers for and with 
his people and his final verdict is 
that “the brutality with which Neg¬ 
roes are treated in this country 
simply cannot be overstated”. 

But Baldwin is too sophisticated 
a thinker, too true an artist, to stop 
with just such a dramatic personal 
"account” of the Negroes’ tragic 
plight. What he attempts is a deep¬ 
er analysis, in terms of social phi¬ 
losophy and psychology, of the 
whole racial issue. The fact that he 
is deeply, personally, “involved” in 
the struggle does not rob hi.s voice 
of the ring of authenticity: in fact, 
hia suffering makes the tone clear¬ 
er. His bitterness does not deprive 
him of objectivity. He notes, for ins¬ 
tance, that the Negroes too share 
some white prejudices — as illus¬ 
trated by the attitude of the Ghri.s- 
tian Negro to the Jew. He also sees 
that the question of race has as- 
.sumed other and even uglier form¬ 
as in the jjersecution of the Jews by 
the Nazis. 

While Man’s Fears 

Significantly, Baldwin rejects 
what could be called an economic 
interpretation of the problem. He 
maintains that the social treatment 
accorded to even the most success¬ 
ful Negroes has proved that what is 
needed for freedom is “something 
more than a bank account”. He 
thinks in terms of social rather than 
economic power; and this social 
power he equates with the power of 
retaliation. Only this can cause peo¬ 



ple to treat you as they would wnfi 
to be treated. Analysing white Aim* 
rican altitudes, he finds that they 
are basically terrified of “sensuali¬ 
ty”— which to him is simply the 
capacity to “reflect and rejoice in 
the f^e of life”. The weak, un¬ 
certain whites, unable “to raiew 
themselves at the fountain of their 
own lives”, are divorced from reali¬ 
ty. And, concludes Baldwin, “what¬ 
ever white people do fiot know about 
Negroes reveals, precisely and in¬ 
exorably, what they do not know 
about themselves”. (But then, as he 
says in another context, there are too 
many things that people do not wish 
to know about themselvesL Alto 
Baldwin sees racial tension as some¬ 
thing that has cmly “symbolic” con¬ 
nection with colour and which riws 
from the very depths of the whites' 
mental states, with their “unadmit¬ 
ted private fears and longings” pro¬ 
jected onto the Negro. 

All this may seem somewhat pre- 
(uous to the average reader. But the 
socio-political analysis in the book 
is sure, to appeal. America, so well 
placed to demonstrate to the world 
“the uselessness and the obsoles¬ 
cence” of the concept of colour, has 
not only missed the opportunity but 
has even failed to recognise it. If 
she is to be a true leader of the 
western nations — and Baldwin is 
convinced that she is uniquely suit¬ 
ed for this role — she has to pay 
a price: come to terms with herself, 
accept that she is not a “white na¬ 
tion” and en.siire the “unconditional 
freedom of the Negro”. 

And how do the Negroes view this 
freedom ? Certainly not as a gradual 
process, a slow and spontaneous 
change of heart. Time is too short 
and the transformation has to be 
both radical and immediate. Bald¬ 
win puts it tliu.s: “total liberation, 
in the cities, in the towns, before the 
law and in the mind”. The last 

g hrase does n-ot mean “acceptance”. 

aldwin upholds the dignity of not 
only the Negro but all mankind when 
he denounces this impertinent and 
patronising goal that the whites haVe 
set for themselves. But in raising the 
question whether the Negro is wtll- 
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, j^y.'lijraints'to.Jje ■'**«itet|PBte4,'»^'|l' 
Mrmng boiwe”, !»• tleiurly gde* t£i 
tte, ptnw MctwiBe. He lin^ nothing 
vilify of emulation in the white 
man's public or private life. He aska* 
■^tiow can one respect, let alone 
adopt, the values of a pepole who do 
tsst iive the way they say they do or 
the way they say they should”. And 
'rile emotion that he is at pains to 
stress is not anger or despair, but 
pity — for tbe white man. 

The power and the beauty that 
are the principal qualities of this 
book are genuine, stemming from 
the author’s suffering. But does he 
sometimes overstate his case? Des¬ 
pite what he says of the uniqueness of 
the American iSegro, social tensions 
of this sort are not peculiar to Ame¬ 
rica or to the black-white relation- 



'~oi^g>oty'^.i3ee!h^;" 
'ihdeod.Mie'^i{s<'^iuaiiop'in jpeispeo^ 
tive and ffuds'^iu 'Ojf fiiicihffaM 
Black-American-Moslem nation im- 
piacticahie.^is does not mean', how- 
eyer, that he has no aympalhies for 
their entiraly undergtandanle ddsire 
to provide the Negro with a separate 
identity and his cause with a new 
set of symhrds. But Baldwin is 
wholly Aineiicsen and sees the 
possibility of a great future for 
America. He has a dispute with 
his country, true, but he does not 
reject her. 

In its central theme, the hook goes 
beyond America’s racial problem; it 


'love tw'/IfolhoM'''; 

And ooh8!di^ing‘‘fhh''-«eifof^ 
'Citranoe, it iS'^^a'^pr^ahnijf. tfohl9*r 

l^aldwin iee^ that mdtn ■ Aneifoa^ 

are too ’‘slothful” fo nvhii. auyilifolU 
the change so urgently' tmeded 
in thoir tdde^. Bul more fomi 
deeply ingrained in human naitms** 
a fear ifaM turns ohieMiva - wh^ 
change means foe Jens of tttni or 
imagined privileges. The oonseqtw 
ences of prolonging an intolerifole 
status quo are seldom unfonetopd. 
People are congenitally myopic. 
The fire next time? Well, they say, 
so what? 


ship. Even in America there are 
other minority groups—^Jews, Ame¬ 
rican Indians, Puerto Ricans, Mexi¬ 
cans, Japanese, even Italian immi¬ 
grants—subject to discrimination in 
one form or the other, quite otten 
as intense as tliat suffered by Neg¬ 
roes. What makes the Negro case 
different is not merely their larger 
numbers or their social origin. Un¬ 
like the ofoer groups, Negroes have 
no distinctive cultural atunity. Ex¬ 
cept for physical characteristics, 
their Afrian origin has lost all signi¬ 
ficance for them as a people. What 
keeps them together now is j ust 
that which they are fighting. It is 
a little difficult then to see Baldwin’.s 
point when he says that ho cannot 
accept the “present level of the 
American civilisation” as the goal 
of the Negro, and his “refusal” to 
change over from the African witch 
doctor to the American psychiatrist. 
Actually, Baldwin’s witch doctor 
left him long ago at the psychiat¬ 
rist’s door. 

New Identity, New Symbols 

One of the principal aims of the 
Black Moslem movement is to change 
this situation and to provide the 
Negro with a new background of his 
own. Hence the adoption of Islam, 
substitution of family names, which 
arc a relic of slavery, by the letter ‘x’ 
and the demand of a,separate State. 
When the second essay in this book 
originally appeared in the New 
Yorker, it was widely publicised for 
the account it contained of Bald¬ 
win’s meeting with Elijah Muham¬ 
mad, leader of tbe Black Moslems, 
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COMMUNICATidN is' « vltri 

biological process. tens «s 
it'is used today in social s<;i«MNM 
is taken from servo-mecjtanies. The 
'concept in liiediaiiics tuni^ imt to 
be 8<»nething which is necesMry 
for a, 'normal' life. .Life processes 
' lire more complicated. .On' 
■other hand what a machine irsop* 
po^ to perform, is built into ft 
consciously by Human makoa. The 
communication system of a machine 
' is a simple two-way process. The 
-classical example is that of a ship 
set On a particular course. Some¬ 
thing — a current, a stiff ireeae-— 
may make the ship swerve to une 
side of the course. There is a bu'lt- 
in system of communication which 
takes in this fact of swerving and 
pikes the ship ..to the other side. In 
' this attempt ship may so too 
far to the other side, Again m sys¬ 
tem steps in to correct. If the ship’s 
coufse is put on a graph paper the 
resultant figure is never a straight 
line but a zigzag representing sue- 
. ces'sive aberrations, corrections and^ 
counter corrections. This zigzag can 
1m represented also, as oscillations. 

The behaviour of all living orga-' 
nisms . can also be interpreted in 
term's of communication, ^at was 
- called action and reaction in older 
terminology is bui an aspect of com¬ 
munication. Reaching out for food, 
wUhdrawal from danger, are such 
communication^. ' The very act of 
walking Or reaching out with our 
hands to pick up an object illus- . 
trates communie^ion as deecribed . 
mbove- ^he direction to be reached 
is set 'and corrected all dbe time 


■tin^ ffte tibjttMve .ia reached. T^e 
QoxreQtive mochamWp is' set going 
>t»hen the eye sees diat the objective 
ihight he missed, Somedinee -th« 
eVe cannot, see, or the message can¬ 
not *be transmitted to the servo 
centres or though the niewaga u 
.‘received gnd tramsmlpied the mua- 
cles are incapable of carrying out 
the message. One can .wa^-some 
of these processes vdton a child 
learns to walk ot biings its hands 
together,..or fohns its «&on or when 
in certain nervous dise^ws the hands 
or legs cannot reach the goal in¬ 
tended by the •pye and the brain. 

Violent Oseillaiion 

Disturbances in the communica¬ 
tive and corrective systems may 
lead to over-or under-conjpensation 
of actions or reactions. The swinp- on 
one side may become so great that 
the goal may be entirely missed and 
the organism may be set on quite 
a different course. The swing back 
in some cases of ertw instead of 
being too vio’ent may not be sufiB- 
cient. so that the wrong course, in¬ 
stead of being brought into the 
original channel, continues its pri¬ 
mary swerve becoming more and 
more fixed in it as each swing'be¬ 
comes weaker. In both them cases 
an organism . is set on a course 
which is ‘abfnormar.or ‘anomalous’ 
from the , point of view of the pre¬ 
sent direction. It might weaken the 
organism, might destroy the Oigan- 
lun or ought set it on a new course' 
with new adjustments. In cettain 
cases one can envisage conditions 
whe'n compensations and recompen- 


sations. i e the. swings 0^ MdUa< ^ ^ 
tions might become very gieat for' 
sometime and the orgaiwini may ^ 
ultimately gain ita 'iionaalt' coaw - ^ 
and normal rhythm, . ' " ; 

The crnmnuaicstion ayuim it a " 
two-way process. We need itbt cen* ‘1 
Bidet he-e the ndcnvworld, of A* * 
cell interior with* i$i. nv^entf f» tbs ‘ 
center, its protoplaim imme¬ 

diate Peripherie gad-enviren- 
ment as tlw ultimate World (fnd tSo _ 
chain of com'mtfnicatioRS In the 
nature of chemical reactions which 
are set up, These aie-'not yet eaperi* 
mentally worked out, but we can 
think of an organism in an environ¬ 
ment where messages go out in the 
form of urgent needs and wheie 
messages are received badi in the 
form of the various impacts with 
the environment so that the ways 
and means of reaching goals are al> 
tered from moment to moment and 
sometimes the very needs are modi¬ 
fied, The communication 1| two- - 
ways in different manners. It is • 
two-ways between the center and 
the peripheral organs—the mes¬ 
sages go tp and fro between these. 

It Is two-wavs between the environ¬ 
ment and the organism. The mes- * 
sages of the environment are taken 
up by die organs, transmitted to 
die center and interpreted. 

•» ' 

.The life of an organism will de¬ 
pend on the favourableness of.^.tbe 
environment, but internally on the 
efficiMicy of -dw commutdea^g lya- 
tm wniefe ,might even be.able to. 
triiiinph over some type pf un-favou- ‘ 
rableness of an environment. 
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ndli^ve means getting llrii ‘ill* 
tendon of what is termed “the roes* 
ses”. The interest in croniiuinicatioa 
in confined to this goal and the to- 
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madim Awnik 4I Qo^imiutriMtion 
;l^ll thig goiL 

Tflie present writer wishes to draw 
Attention to the fact that conununi* 
cation in its biological and tnecha* 
iiical environment is a two-way pro- 
<ieS5 and that it takes for granted 
a certain elasticity between the com- 
nuinicating ends. Not only ia an 
organism labile but environment 
also is labile. An environment is a 
particular environment because qf 
die receptivity and reactivity of an 
organism. It is wrong to think of 
the two as quite separate. Neither 
has meaning apart from the other 
except as an abstract analytical con> 
cept. 

In society the ‘communication* 
system is of importance as between 
individuals and between groups. 
.‘Sociologists have described a condi¬ 
tion in society called ‘anomie’ — 
a slate of lawlessness’. This may 
affect the whole society or parts of 
it or may manifest itself again and 
again as a sporadic occurrence in 
certain societies or might become 
a sort of an outlawed part of the 
society having its own structure, 
defying the society but living off 
it. All societies function and have 
a structure which is some kind of a 
moral or value order. ‘Anomie’ is 
supposed to be the failure in part 
or whole of this basic order. 

The author thinks that ‘anomie’ 
is not a failure of moral order 
strikin?, at the basis of society but 
a peculiar type of communicat'oti. 
.\s pointed out above, communica¬ 
tion is a ttvo-way proce<'S. Many 
times those in power wish to com¬ 
municate their ideas in the field of 
economics, education and religion. 
The other way commu'niration is 
debarred deliberately. The frame 
work of values becomes rigid — is 
sought to be made rigid and abso¬ 
lute. Human values, becau'^e they 
arise in particu'ar time and space 
and in particular societies are al¬ 
ways relative. The structures 
through which such values are rea¬ 
lised must not become rigid. Also 
as soe'eties herome larger and more 
complicated, the overall value-refer¬ 
ence gets lost as group moralities 
emerge and blur the value struc* 
ture of the society as a whole. 

A few recent and historical ex- 
amp'es will make this clear. People 
suffer and make representations. 
Their voices are not listened to. 


S ^ * t L ■ , 

' fiot{ o^rdeted/'naiud 

life oaam to a stejidatUi; dutot tm* 
suca and then the powers that be 
listen askl people get what diey 
want. The last twelve years of diB" 
tutbances in Calcutta have been of 
this type. The last of the series were 
the riots of rice and fair prices. 
Each time the people got what they 
wanted through a process which 
bordered on anomie, which paralys¬ 
ed civic life for the time being. Ilie 
usual channels of communicstioli 
were barred, proved useless, and so 
violent communication had to take 
the place of normal channels. 

Here again it must be made clear 
that in the preae?nt context commu¬ 
nication is not something written 
and read or spoken and heard with¬ 
out any action following. 1‘n the 
process as described with regard to 
machines and living cells, a com¬ 
munication is not merely a two-way 
process of information but informa¬ 
tion which is invariably followed 
by action. If a machine or a ship 
persists in going on a wrong course, 
its communication mechanism is 
supposed to have gone wrong and 
it is corrected hi such a way that 
the information is followed by ac¬ 
tion so that the ship going off- 
course swerves back again. In the 
same way, when a living organism 
meets with an inimical environ¬ 
ment, it reacts to that informal .on 
and tries to withdraw immediately. 

Social Commiinifuitloni 

As regards social communications, 
we use the word without the action 
complement, which is always pre¬ 
sent in mechanical and biolog cal 
systems. A Government receives a 
deputation and listens to what the 
people have said without trying to 
understand it or following it up 
with proper action. The proper 
action would be different depend¬ 
ing on the type of communication. 
If the demands are extravagant or 
of a nature which cannot be ful¬ 
filled immediately, the proper action 
would be to make people under- 
statid why them cou'd not be ful¬ 
filled immediately. If parts of the 
demand could not be fulfilled, the 
proper action would be part fulfil¬ 
ment and part effective return in¬ 
formation of inability. If power 
centers fail in these actions and 
fail continuously, then riots sibo- 
tage, revolutions are resorted to as 
the anomic and crises modes of com¬ 
munications. Socialistic agrarian 


policy bia fi^lod In Russia: ^ 
latest evaluation reports show its 
failure in India also. But the com¬ 
munication baa not reached the 
policy makers. For them sociatism 
is not a ’means’ for social good but 
an absolute value. The communica¬ 
tion might be a general revolt or, 
Ah in the case of China, a general 
sUrvation of large-masses of peo¬ 
ple, which even a dictatorial Gov¬ 
ernment cannot ignore, In such 
conditions if the powers are two ty¬ 
rannical riots and disturbances, 
strikes and satyaerahas of various 
types become a frequemt mode of 
communications because it is un¬ 
consciously realised that that is the 
only way to establish communica¬ 
tion. 

As regards communicability, there 
would be maximum two-way com¬ 
municability in very simple societ'es 
bordering ofn ideal anarchy. In such 
a society, there are no permanent 
power centers. The societies are 
small, the way of life is simple, 
there is no proliferation of classes 
within the society. One can imagine 
communication to he almost of the 
type of simple machines and simple 
organisms in such a way that in¬ 
formation and action together make 
the communication. At the other 
end can be placed very populous 
societies divided into classes, with 
monolithic power structures. These 
power structures may be all-em¬ 
bracing as in the case of the des¬ 
potic rule of one individual or a 
party. Tbeoe may be power struc¬ 
tures affecting certam aspects of 
soe’ety like a well-organised church 
which admits no dissent even in the 
smallest details. In surh societies 
communication generally means 
making known the wishes of the 
power center to the ma'-aes. The re¬ 
action of the masses, if Unfavouf' 
able, is sought to be instantly put 
down in a ruthless way with the 
hope that the masses may never re¬ 
act but only listen qu’et'y- Tbe his¬ 
tory of the world iipto now shows 
that such attempts have failed. 

An ’anomie’ is a violent commu¬ 
nication itself based on value-sys¬ 
tems. It might draw attent'on to 
the failure of the present value sys¬ 
tem. It might show a new alterna¬ 
tive. Recurring anomie or perma¬ 
nent anomies occur because com¬ 
munications instead of being free, 
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GANN£b FOR CONVENIEK0E After a • : ' 

tiring day’s work how pleasant \\ is *td rel4x, ., ' - 
sipping vour favourite fruit juice from a-chilted'^ 
small can! How convenient these^-SVa oz cans - ’ . 

are] They are easy to handle and take less ^ . *- 
storage space ■ Poysha, one of the leadings : 
tin container makers in the country, pioneer¬ 
ed the manufacture of these cans. This made 
. possible greater utilisation of our fruits and 
vegetables and helped create a hew export , 
item. First marketed in 1 9 6 t, hundreds of 
thousands of these containers, made by 
Poysha, have already been used by leading 
canners to export fruit juices to the countries 
of the Middle East • Poysha are -.thushelp¬ 
ing India develop new industries f ahd also 
earn valuable foreign exchange, g 
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' '^ lak^/lMVe of tbo« Advanced Mi|r 
'sii^iwnit. piQkUt at tho ^ar^aid 
-. ,9u«$i«^i School. %ey- toew *^dIo 
; ■ fi»d>% avoiage ago 45,. average jsoai-. 

S n jb) Iheir busing >. Yice-rliM:. 

tit ^Had iProfesBor Glover^'bMn' 
. «^ Enihab, Hnife^« he might hatp 
'tjentlamien; don’t forget' 

Kinne a ^ty to k»^ youttelveB up to 
date,, you have' to »et an ejtampk",^ 
1^, at Jiarvaid, company direct;^' 
. coloaela, even the designer of the 
‘ Pofom xaissile, art “old fuds” just' 
as'prtjfessors are ‘Jack’, ‘Bob’ or 
*Ed^ allowed to make spelling ml** 
kakes,, uae four letter words,, and 
1 -put one foot on the table, just like 
dieir pupils.’ The Advanced Manage. 

' nne&t Course is a hard tadentaster' 
full of tboap' harsh raps on the 
knuckles that can- only be adminis. 
lend between equals. , 

The Course illustrate* very • well 
both American ruthlessness ahd 
American democracy. The constant 
contempt- of their peers for. those' 
very few pupils who owed their pre. 
sence mainly to their family mil- 
Kons. was made painfidly clear. A- 
paratroop colonel did not hesitate 
. to correct a visiting Under Secretary 
of State, The faculty themselves 
kow'towed to the accumulated ex- 

? !rtise of the class, “Hell, men! 

ou do not expect me to give you 
the answer to that problem, - for 
Pete’s sake! I am only a long-hair- 
ed ignoramus compared with die 
.1,500 man-years of top managerial 
experience gathered ip tJu# rooml” 

. No Mealy-Mouthed PoUieoes* 

When on every problem sopip 
pupil may know more than the tea¬ 
cher, then ih America’s* bare hand¬ 
ed democracy it leads to a harsh¬ 
ness of expression remhilscent of 
die Gold Rush. Indeed, Americans 
low out^okenness and are porpe- 
baaHy mystified by the gentility of 
British understatements. My ttus- 
band’s can mate eicpiained new he 
had bad to^ cuip him of mealy' 
\ mouthed polUene»: 

“Maurice used to 'begb his ore- 
wntatiem' with 'We are afraid tiieie 
^s bq^ a ceriai|) oinouiit of sals-' 


a^hdgcmant. . .V afiraid, my 'foot! 

' Ww'aru iiot afraid, we are -darned 
’'Sum amd-we briuse to ‘beg to differ’, 
we. bloody' well disagree! Do you 
'kiMW I had to stand over that little 
£t^le*a draft like a- hawk to ti^e 
all those ^hypocrisiee out”. . 

British mannert look pertioularly 
out of place at Harvard because of 
the system, used. by the faculty, to 
achieve' its self-proclaimed go'al of 
stcctching and broaifentng the .minds 
of 'ks “pld fu^** before th^ ^ 
irretrievably rutted.by habit and 
iosthutionalisattoq. Inchwd, they use 
the words ’streti^ng’ and ‘broad¬ 
ening’. so 'much that one ;KH>n be¬ 
gins to diink of tap executive minds 
as corsets. To adiieve this ‘stretch¬ 
ing’ and ‘brCad^ning,’ the faculty 
uses the'Case Method. 

BeaHng with Squab 

The Case Method was originally 
evolved at riw Harvard Law School 
at the turn of the century. For the 
past two d^ades it has been used 
at the Business School with such 
success that there are now over 50 
similar courses in the United States. 
The Case Method presents the stu¬ 
dents with an undigested and in¬ 
digestible' conglomeration of facts, 
relevant and irrelevant, jumbled up 
and buried in the heavy techno- 
verbose jargon ao dear to American 
academics. As in life, the student 
has to find the problem before he 
can try to solve it. The problem 
itself may relate to anything, from 
the profitability of a passenger ship, 
to how to sell a business. Nine 
times out -of ten he finds that bis 
answer ia differed from that of the 
other students; yet he cannot simp¬ 
ly dismiss their views, as he might 
mat of a subwdinate back in the 
office, since he knows that they too 
are on the cburre by virtue of their 
seniority, ability, expertise and 
readiness for promotion. He is deal¬ 
ing. with equals with whom be can- 
■not' be cavalier. In this way it is 
brutally borne on each part cipant 
that no single ideal solution to a 
human problem exists- For men 
' accttstonied to think that their way, 
or their company’s way^ is the be^ 
'H not fbe only w^, this is a hurt¬ 


ful sho^. Ror the n»n Who hild 
always thought Standard Oil per>' ' 
feclion. It was a terrible revelabdu 
to discover that there were' otfaen 
who regarded Standard Oil aa quire • 
fallible, .The Case Method teachm. 
that 'decisions made under condi¬ 
tions of Uncertainty must very' often 
turn out .wrong since it is eidier 
impossible to get all the facre' or 
else that it would be so lime con- 
summg as to be ruinous or pant'- 
lysi'ng. Sometimes the clast is re- • 
duced to begging for tuterW ^d-’ 
ance but no master how 'mu^ it. 
begs, the only guidance it getl ' 
cOmea from itself, for the, teachen * 
are there ofily as catalysts. Indoedt * 
more might perhaps bye gained if 
they were prepared, now that the 
Social sciences Ore getting more 
firmly based, more often to give 
some straightforward jnstruction.' 

In addition to the Case Metiiod, ‘ 
the Harvard Course is firmly ' 
grounded on a tripod: the mix, t^‘^ 
technique and' the philosophy. 

The Mix’ 

First, the mix. the parUcipatits ■ • 
come from diifereut walks of life; 
they are picked by their sponsors 
for their experience, ability, promo- 
lability. Nearly one man in -four 
comes from the American Govern¬ 
ment, sometimes from the technical 
aide -of the Defence forces,' some- * 
times fighting coln'nels with a few 
civilians thrown in; about a fifth 
comes from overseas, .mainly from 
Britain. The rest are American 
businessmen of every sort, from 
the king-size corporations and also ' 
from some quite little ones. On* 
man was the omer of bis owlit 
laundry business; another was a 
Vice-President of the- Chase Man¬ 
hattan, 

Each partic^B'nt has his own con-, 
tribution to make to the commdh 
pool of knowledge, and, to get the 
maximum result out of the “milf’’, ‘ 
the men are grouped into “cans" of ^ 
eight, sharing microscop-’c mona*rio 
quarters for the 13 weeks of ^ 
course. Iq addition, ideally, ewh ; 
man should shore a study graup mr 
a week at least once, with eadh elf' 
his hundred odd colleagues. 
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'*Mrwii-*$ toe Ca* M«too4«'tr'l|^ '- 
•muing iiow much peo^e leetV 
from Iwng cauned logger lib» 
Mrdfnea; it broadens their tnind% H 
Ithitto^ their heri^®*“' We take fti- 
firate' care, when we make up the 
icane to mix expertise and bade* 
j^ttnd; each can has at least one 
^leigner, one Covernment man, one 
hndneia] expert, one engineer, one 
mariceteer . . . then we mix the cans 
ftito ever changing study groups, 
and finally, four times during toe 
course we mix the classes". 

Sixty 'Hour Week 

. Canned, mixed, stretched, broad¬ 
ened, the AMPs, as they are called 
on the campus, are worked as they 
never worked at college; an aver¬ 
age of perhaps sixty hours a week. 
Most of the class work is devoted 
to the case studies, though there is 
also a ration of straight lectures. 

The cases cover all aspects of busi¬ 
ness, marketing, labour relations, 
costs and finance, policy, and there 
are also courses in business history 
and the relationship of business to 
the world around it. The idea is 
to enable men who are often pri¬ 
marily expeits in their own field, 
to take an overall view of the pro¬ 
blems facing their orpanisauona. 

Key to the teaching is the way in 
which the faculty conducts the case 
studies, using the knowledge of the 
Specialists and the freshness of mind 
of the ignorant for the benefit of 
all. Americana are surprisingly in¬ 
articulate and shy, a'nd they have 
been taught that one learns only by 
listening; to get them to partici¬ 
pate in discussion is a difficult art, 
but one at which Harvard’s superb 
teachers all excel. Watching a ses¬ 
sion is like a performance of the 
Philharmonic, as the conductor, by 
a nod of the head, a tap of the 
batoti, draws out fud after fud into 
an orchestral whole. 

Behind this attempt to orchest¬ 
rate the class there is deliberate 
policy. The idea is to teach the 
AMPs how to let a discussion roaim 
how to bring out ideas from their 
subordinates; the prtfesors are 
showing them how to teach since 
so much of senior management is 
teaching. To achieve this objective 
requires positive Toscaninis, for 
American fuds are not on'y inarti¬ 
culate, they' are also scared of be¬ 
ing labelled “egg-heads” and they 
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HOW to OET YOUR BAMKING WORK DONE 

70 MILES ABOVE THE EARTH 

When you order the Union Bank to 
transact business abroad, they do 
things in double-quick time, using 
Telex. Telex transmits the message in 
radio waves to the ionosphere seventy 
miles above the earth, from where they 
bounce back and are picked up abroad, 
at the required station. The Union Bank 
IS one of the few banks in India subs¬ 
cribing to Telex. Open an account with 
us to ensure that you get prompt bank¬ 
ing service in keeping with space-stge 
speed. The Union bank has correspon¬ 
dents in 50 countries, with 24.007 
offices I 
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66/eo Apollo Street, Fort, Bombay • Branches all over India. 
Telex contact vnth countriea all over the world 
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. Ma mmmObM 'tatxmm 

; tUilMitei^ of ]MiMial faolief^ to V 

. baciEed 19, if flooesBary, by lua 

'flam of issigoatHBu Ilwir wioe 
of tbeir woric a$ a personal dud* 
Icmge is mudi stinger than in fifif 
ftia; biff on the (Mher hand« they 
do not have the Britiifa o^Mci^ 
for academic detachment to any¬ 
thing nice the British degree. 

To die faculty themselves, the 
most valuable part of the course 
is that which relates business to die 
world around it. “They do not see 
themselves as prime generators of 
diange” professor after profmor' 
groaned, “they have no sense of 
mission, no idea of the purpose of 
business in relation to society, they 
think thst their duty is only to 
squeeze a hundred cents out of 
, every dollar”. The Harvard Busi¬ 
ness School sees business as the 
social institution above all others 
which has changed and is changing 
the world; they want businessmen 
to be aware 01 it, and to live up 
to this lofty conception of their vi¬ 
sion. This is not easy, for surpri¬ 
singly, the businessman, whom 
every foreigner regards as the 
lynchpin of American society, is in 
fact no more highly regarded in 
America than in Britain. Both his 
professors and his colleagues from 
Government accuse him of refusing 
to take an overall view of the pro¬ 
cess and the responsibility of creat¬ 
ing growth. 

Who Cares 1 

“Businessmen are not interested 
in politics; they are ‘agin’ autho¬ 
rity in general and fail to realise 
their own power. Yet if they under¬ 
stood that it is they who make 
America, that in the last analysis 
this gives them great power, they 
could influence Government, run it 
in order to bring about the kind of 
society they want Instead, they 
wash their hands of it and leave it 
to the Democrats !” complained one 
professor Repub''ran at heiri. who 
added “I hope they will wake up 
and realise that power and growth 
are the twin faces of the same coin”. 
And mmy of the Government men 
on the Course, who are nevertheless 
Americans, and therefore essentially 
rebe's suspicious of every form of 
power, are so shaken by the paro¬ 
chial way the businessman looks at 


< wn '«! Cbnra- 

xaHA as ^ necagsuY tegulator 

Ttia Govenusent sun an 
oa the whole less paradiial than 
their btuiseas colleagues because 
they have bees so suwe expos- 

«d to the facts of Asterican respnii* 
aihility m the world. They have 
itcen holding the levers of the 
deterrent, diey have manned -dnw- 
lira’s out|XMts, they are profoundly 
conscious of the need to take a 
world view, to trade and aid, to 
lower stunting tariffs and to invest 
for freedom, lljey sneer at the 
myopia of husiiiessnien who only 
occasionally think of Asia and 
Africa’s new market^ the importance 
of liaiance of payments, or the evils 
of protection”. They are so damned 
ignorant ! Outside their own little 
field they know nothing ! They do 
not even understand how our Gov¬ 
ernment works outside the state 
limits. For some of them Washing¬ 
ton might be in Timhuctoo !” ex¬ 
ploded a very senior colonel. Mix¬ 
ing with business tycoons had push¬ 
ed even the ex-fighting colonels, 
now in key staff posts, further to the 
Left. 

What the Foreignen Say 

The foreigners on the course are 
probably those who benefit most 
from it, even though much of what 
is actually taught has little applica¬ 
tion in, say, Britain, where Govern¬ 
ment interieres much less than in 
America, and where society is much 
more homogenous. They gain con¬ 
siderably from learning the latest 
American business techniques; but 
they gain even more from learning 
to look at their own societies through 
American spectacles. Despite their 
often wider education, their articu¬ 
lateness, their often greater political 
understanding of world issues, and 
their training in bachelor parties — 
the cou''8e’s theme song be-amc the 
British “Knees up. Mother Brown!”, 
it is they who are the fuds. 

Americans are highly pragmatic. 
Their humility in the face of farts 
is truly unique. The most senior 
professor on the course issued a 
questionnaire in which he asked for 
comments on his own classe.s, inHu- 
ding his own conduct as a teacher. 
He got them; and he will modify 
his classes and himself accordingly. 
By comparison with the American 


Avtoi thMe’ fa(afc»‘wte^^”; || 

against thair Mst dheridhed 

even the idisa that a deficit mmM ',i 
be good for the economy, du to^ ’ 
eigners l«ft to themselves would 
tend to use their mental agility to 
escape conclusions they do not like, 
hut their can-mates accept no eva- , 
sions, so that in the end it is the 
foreigner whose mind is most stret¬ 
ched and broadened by what he ^ 
learnt from the mix. “My can-mate 
who is the chirf engineer at Loc- 
kheeds has under him 18,000 engin¬ 
eers!” mused a Britoti, “there 
would be ne engineers left to go 
round at home if Rolls Royer did 
the same. No wonder we have to 
use matriculates as salesmen for 
chemicals where in America they 
only use chemical engineers. By 
Jove, our education is behind!” 

“I have had .all my preconceptions 
of America shattered. Firstly, busi¬ 
ness is not U, the cream goes to the 
faculty, the professions, some parts 
of Government, and only very much 
last to business” said another. 
“Americans are truly humble; they 
accept facts much more than we do; 
they have even learnt to accept that 
it is hard and thankless to be the 
world’s greatest power; and they 
work much harder than we do”. 
“The Americans are a truly formid¬ 
able people, but although I had 
been to America many times, I 
never realised how fonnidable until 
I came to Harvard. Whether we like 
it or not, we will have to change 
our own society if we want to keep 
up” said a marketeer adding “it is 
not just education, it is the whole 
of their attitude to life; their insis¬ 
tence on the right to stand uo and 
disagree, their freedom of self reali¬ 
sation through work which is so 
dynamic. One day when I explain¬ 
ed to my study group how in En¬ 
gland we are governed by a sense 
of obligation to our juniors, and a 
reasonable respect for our seniors, 
they accused me of describinEr the 
feudal system. They may be right!”. 

Can the Advanced Manatrement 
Programme be repeated elsewhere ? 
Techni'-allv there is no irsurmonta- 
hie difficulty; indeed, India hopes to 
introduce one revt year; hut 
ther it will provide the same chal¬ 
lenge in so respectful and hierarchi¬ 
cally minded a society is quite 
another matter. 
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general in$urance companies in India 



MADRAS MOTOR & 
GENERAL INSURANCE 
COMPANY LIMITED 




Th« itaMilty of.» feufal insurance company (feperK's 
upon the contInuM patrona^n of its ctiants. The ability 
to exoand th« field of activitlet and lerva new clients 
sets tne pace of Itefrowth.- 

.The swift and kteady <rowth of Madras Motor & Genera! 
Insurance Company Limited Indicates' that It possesses 
both these queiltlei in ample measure. 
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faid^p Capital 
Reserves 
Insurance Funds 
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136.38 
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An attempt is made below to preseat, as far as possible from available primary data, a complete set 
of NrOumtd Accounts for India, on the p^tern recommended by the United Nations, for 1958-59 and 
]9S9*6Q and to analyse thegp Accounts with a view to highlighting certain significant features, 

[tn this article the pnmary tables referred to in Part II and the general findings enumerated in 
Part III are the work of j K Geutam; M t Mogriwas responsible for the subsidiary tables referred to 
in Pari IV and the analysis presented in Parts IV aid V. The authors wish to express their gratitude to S 
Sivasubramanian, Delhi School of Economics, and KS Krishnaswamyi] 


pAST attempts at construction of 
a full set of National Accounts 
for India have been thwarted hy 
paucity of data, primarily in the 
ii^ds of private consumption atid 
capital formation. The National 
Income Committee (NIC), in their 
first Report, while compiling an 
illustrative set of Accounts for 
India for the year 1948-49, had 
filled the gaps by inserting symbo¬ 
lic expressions for: (a) coasumers’ 
current expenditure; (b) provision 
for depreciation; (c) private capi¬ 
tal formation; and (d) private sav¬ 
ings. Since then, several attempts, 
both official and non-official, have 
been made to fill the gaps in the 
National Income Statistics and, on 
the basis of certain assumptions, a 
scries of National Accounts have 
been prepared. Mention, in this 
connection, may be made of esti¬ 
mates of capital formation, depreci¬ 
ation and savings recently made by 
the Central Statistical Organisation 
(CSO), the Reserve Bank of India 
and the National Council of Applied 
Economic Research. On the basis 
of these data. National Accounts 
on the pattern laid down by the 
NIC have been constructed, among 
others, by B K Barpujari for the 
years 1951-52 to 1955-56 (Indian 
National Income Conference Papers 
[INICP], 1960); K L Narang for 
the years 19^-49 to 1957-58 
(INICP, 1961); and K N C Pillai 
for the years 1958-59 and 1959-60 
(The Economic Weekly, December 
1, 1962). 

The latest set of Accounts pre¬ 
sented by Pillai incorporates certain 
refinements not possible earlier and 
are baaed on C^'s (a) Estimates 
of Gross Capital Formation and (b) 
Revised Senes of National Income 
Statistics, both issued in 1961. 
Further, although the accounts pre¬ 
sented by him generally follow the 
pattern laid down by the NIC, they 


are elaborated, to some extent, in 
respect of the Resjt of the World 
Sector, where a capital reconcilia¬ 
tion account has been shown sepa¬ 
rately. However, even these ac¬ 
counts fall short of the system re¬ 
commended by the United Nations 
inasmuch as: 

(a) the Account relating to dis¬ 
tribution of national income by 
(actor shares has not been presented; 

(b) distinction between enter¬ 
prises and households has not been 
shown; and, 

(c) capital reconciliation ac¬ 
counts for the private and Govern¬ 
ment sectors have not been separated. 

The practical utility of Pillai’s 
Accounts for formulation of econo¬ 
mic policy is also limited on ac¬ 
count of their short coverage of 
only two years; but this was un¬ 
avoidable because detailed accounts 
for public authorities presented in 
the Revised Series of the National 
Income Statistics issued by the CSO 
(which, as noted earlier, forms 
one of the basic sources for Pillai’s 
estimates) are confined to 1958-59 
and 1959-60. Thus, even a decade 
after the publication of the NIC’s 
reports, a complete set of National 
Accounts for India has not been 
prepared despite the fact that prin¬ 
cipal constituents are obtained only 
as residuals. It may also be point¬ 
ed out that the present procedure 
of obtaining private consumption 
expenditure only as a residual item 
robs the Indian Ac(,ounting methods 
of their authenticity, since there is 
no way of cross-checking the reli¬ 
ability of various estimates involv¬ 
ed. However, to begin with, even 
such tentative estimates for the 
past ten years or so, if properly 
worked out, can be of considerable 
value to policy makers. In this 
sense, even the modest attempt by 
Pillai marks a agnificant step. It 


is attempted here to carry the 
effort forward. 

n 

A Set of Accounts for 1958^9 
and 1959«60 

A full set of National Accounts 
(or India on the pattern recom¬ 
mended by the United Nations is 
presented on pages 2004 and 2005. 
These accounts improve upon the 
ones presented by Pillai in the 
following respects : 

(a) Constructed on the U N 
model, they give distribution of 
National Income by factor shares, 
distinguish between enterprises and 
households and separate capita] re¬ 
conciliation accounts for all the 
sectors involved. 

(b) Details of financing of gross 

capital formation in India fcM* 
1948-49 to 1959-60 as worked out 
by the CSO have now been made 
available, enabling us to show sepa¬ 
rate primary data in respect of 
savings, net borrowings and provi¬ 
sion for depreciation. ^ 

(c) In the CSO’s Estimates of 
Gross Capital Formation, some ad¬ 
justments have been carried out in 
the Revised Estimates of National 
Income to allow for higher depre¬ 
ciation on house property sector 
and for new rural incomes from 
land development and irrigation 
programmes. ,The preseSnt set of 
accounts have been derived from 
the Revised Estimates of National 
Income so adjusted and, thus, 
modify Pillai’s accounts which 
were based on the unadjusted data. 

While studying the present set 
of Accounts, the following meUto- 
dological aspects may be k^t hi 
view: 

(a) Distribution of National In¬ 
come by factor shares has been 
worked out on the basis of the as¬ 
sumption that the percentage shares 
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I.t 

1.2 

1.3 

1.4 


2.1 

2 2 

2.3 

2.4 

2.5 

2.6 

2.7 

2.8 


3 1 
3.2 


^ Iwtii for limmmA l9iM0 

(Hi CWfU, tt Curr^t ftietx) 

Ateomtt It DwncMk Pradiiet 


Net domestic product at /actor cost 
(2.9) 

Proviiion for domestic fixed capital 
consumption ^.4+4.14+5.17)) 
Indirect taxes (5.8) 

Less; subsidies (3 2) 


Gross domestic product at market 
prices 


Compensation of employees (4.7) 
Income from umncorfiorated enter 
prises (4.8) 

Income from property (4 9) 


1958-59 

1959-60 

1.3 

12175 

12495 

1.6 

830 

871 


893 

962 

1.7 

—48 

—51 

1.8 



1.9 



1.10 


13850 14277 


(4.1) 

General Government coasumption 
expenditure (5 1) 

Gross domestic fixed capittl forma¬ 
tion (3.1) 

Increase in alock (3.2) 

£xporu of goods and services (6.1) 
iew imports of goods and services 
(6 4) 

Expenditure on gross domestic 
product 


Accoani 2: National Income 


3653 

5600 

2736 


Saving of corporations (3 3) 84 

Direct taxes on corporations (5.9) 54 

Gen. Govt, income from property & 
entrepreneurship (5.6) 84 

Lets- interest on the public debt (5 7) —64 
Lew • Interest on consumers’ debt (4 2) — 
National Income 


Gross domestic fixed capital forma¬ 
tion (1.7) 

Increase m slocks (1.8) 


3749 

5747 

2777 

112 

78 

103 

—96 


2.9 Net domestic product at factor cost 
(I 1) 

2.10 Net factor income from rest of the 
world (6 2) 

Adjustment to item (6.7) 


1958-59 

10768 

955 

2153 

357 

719 

-1101 

13850 


12175 


-19 

-9 


1959.60 

10939 

1034 

2276 

258 

767 

—997 

14277 


12495 

—24 

—I 


Gross domestic capital formation 


12147 

12470 


Net national product at f c 

12147 

12470 

Account 3: 

Domestic Capital Formaticm 





3 3 

S.aving of ci>r}>orations (2.4) 

84 

112 

2153 

2276 

3 4 

Provision for fixed capital consump¬ 



357 

258 


tion in rorpHrations (1.2) 

97 

110 



3 5 

Net capital transfers to corpora¬ 






tions (514+6.8+4 15) 

* 

* 



3 6 

Net liorrowing of corporations— 






(4.18+5.19+6.] I) 

CM 

314 




Finance of gross capital formation 






in (orporatipns 

424 

536 



3 7 

Finance of groas capital formation 






m non-corporate private sector 






(4 12) 

M8I 

1363 



3.8 

Finance of gross lapiial formation 






m non-corporate [Hibhc sector (5.13) 

605 

635 




Finance of gross domestic capil.il 



2510 

2534 


formation 

2511) 

2534 


AeenunI 4; Household and Private Non-Profit Insiiiulionh 
Current Account 


4.1 

Consumption expenditure (15) 

10768 

10939 

4 7 

Compensation of employees (2-1) 

3653 

3749 

4.2 

Interest on consumers’ debt (.2.8) 

— 

— 

48 

Income from unincorporated enter 



4.3 

Direct taxes (5.10) 

303 

292 


prises (2 2) 

- 5600 

5747 





4.9 

Income from property (2.3) 

2736 

2777 

4.4 

Other current transfers to gen 



4 10 

Current transfers from gen 




govt. (5.11) 

— 

.— 


govt. (5 3) 

160 

190 

4.5 

Current transfers to rest of the 



4 II 

Current transfers from rest of the 




world (6.5) 

18 

16 


world (6.3) 

57 

53 

46 

Saving (4.13) 

1117 

1269 


Income of households A private 




Disposal of Income 

12206 

12516 


non-profit institutions 

12206 

12516 



Capital Reconciliation Account 



4 12 

Finance of gross capital formation 



4 13 

Saving (4 6) 

1117 

1269 


in non-corporate private sector (3.7) 

1481 

1363 

4 14 

Praa'ision for fixed capital con- 








sumption (1.2) 

670 

695 





4.15 

Net capital transfers from corpora¬ 








tions (3.5) 

* 

• 





4 16 

Net capita) transfers from gen 








govt. (5.15) 

« 

• 





4.17 

Net capital transfers from rest of 








the world (6.9) 

« 

« 





4.18 

Net borrowings —(3.0+5 19+6 H) 

—306 

—601 


Disbursements 

1481 

1361 


Receipts 

1481 

1363 


2004 




3.1 

Gonsumptioa expenditure (1.6) 

935 

1034 

5.6 Income from property ft eQtrepre- 



5.2 

Subsidies (1.4) 

48 

51 

neunhip (2.6) 

84 

103 

5,3 

Ciurent transfers to households 



5.7 Ltssx interest on public ddbt_(2.7) 

—64 

—96 


(4.10) 

160 

190 

5.8 Indirect taxes (1.3) 

893 

962 

5.4 

Current transfers to test of the 



5.9 Direct taxes on corporations (2.5) 

54 

962 


world (6.5) 

— 

— 

5 10 Direct taxes on households (5.3) 

303 

292 

5.5 

Saving (5.16) 

107 

64 

5.11 Other current trsnsfers from howM- 







holds (4.4) 

— 

— 





3.12 Current transfers from rest of the 







world (6.3) 

— 

— 


Disposal of current revenue 

1270 

1339 

Current revenue 

1270 

1339 



Capital KecoaciUatioB Account 



5.13 

Finance of gross capital formauon 



5.16 Saving (5.5) 

107 

64 


In nun-corporate public sector (3.8) 

605 

635 

5.17 Provision for fixed cap censump- 



3 14 

Net capital transfers to corpora¬ 



^ tion (1.2) 

63 

66 


tions (3.5) 

• 

« 

5! 18 Net capital transfers from rest of 



5,15 

Net capital transfers to non-corpo- 



the world (6,10) 

• 

• 


rate private sector (4.16) 

• 

* 

5 19 Net borrowing —(3.6-1-4 18-1-6.11) 







including capital transfers 

435 

505 


Disbursements 

605 

635 

Receipti 

605 

635 


Account 6i 

External 

Transactions (rest of the World Account) 






Current Account 



6.1 

Exports of goods & non-factor ser. 



6.4 Imports of goods & non-factor ser¬ 




vices (19) 

719 

767 

vices (1.10) 

1102 

997 

62 

Net factor income from rest of the 



6.5 Current transfers to rest of the 




world (2 10) 

— 19 

—24 

world (4.5-f5.4) 

18 

16 

6 3 

Current transfers from rest of the 



6 6 Surplus of nation on current ac¬ 




world (4 1H-5 12) 

37 

53 

count (6.7) excluding oHicial dona¬ 







tions 

—363 

—217 


Current receipts 

757 

796 

Disposal of current receipts 

757 

796 



Capital Reconciliation Account 



6 1 

Surjjlus of nation on current ac¬ 



6 11 Net lending to the rest of the world 




count (6.6) 

—363 

—217 

—(3.6-1-418-1-5 19) including capi¬ 



68 

Net capital transfers from rest of the 



tal transfers 

—372 

—218 


world to corporations (3.5) 

« 

• 




6.9 

Net capital transfers from rest of 







the world to households (4.17) 

• 

« 




6 10 

Net capital transfers from rest of 







the world to general government (5 18) • 

« 





Adjustment made to Item 6 7 

—9 






Receipts 

-372 

—218 

Disbursements 

—372 

—218 


Figures for capital transfers are not separately available 
and the same are, therefore, merged with the net borrow- 
ings/lendings 


accruing to land, labour and capi¬ 
tal during 1958-59 and 1959-60 
would be the same as earlier esti¬ 
mated for the previous five years 
by R Narayanan and Bina Roy 
(INICP, 1961),! 

(b) The estimate for ‘net bor¬ 
rowings from abroad’ given in 
CSO’s ‘Financing of Gross Capital 
Formation’, is nothing but the ‘net 
capital inflow’ as worked out by 
the Reserve Bank of India {RBI 
Bulletin, August 1961); this esti¬ 
mate, however, is different from 
“sumlus of nation on current ac¬ 
count” as shown in the balance of 
payments statistics, since the former 
includes certain items like unpaid 
imports, retained earnings of for¬ 


eign companies and savings in the 
form of gold, which do not form 
part of the latter. This necessitated 
a suitable adjustment in the figure 
relating to ‘net borrowings from 
abroad’ adapted by us. 

(c) On account of non-availabi¬ 
lity of data, unilateral capital 
transfers could not be shown sepa¬ 
rately in the various capital re¬ 
conciliation accounts and the same 
were merged with net borrowings. 

(d) In the ab.sence of any better 
alternative,® the estimates of pri¬ 
vate consumption expenditure in 
the present set of Accounts too 
continue to be derived as residuals. 


Ill 

Some General Observations on 
the National Accounts for 
1958-59 and 1959-60 

A proper analysis of National 
Accounts is possible only when 
these accounts are presented for a 
serie.s of years. If after their 
‘‘Proposals for Revised Series of 
National Income Statistics”, are 
finalised, the CSO undertakes to 
publish regularly detailed account** 
on the lines of the “Proposals”, 
then National Accounts for a series 
of years would be available. For 
the time being, however, we have 
to content ourselves with the follow¬ 
ing general observations. 
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Ail this happened over 300 years ago. At the Gol Gumbaz in Bijapur, King 
Mohammed Add Shah and the exquisite Rambha are climbing the stairs of 
the building to test its fantastic acoustics. Rambha stops midway while Adil 
Shah goes right to the top 

“Do you love me Rambha?” whispers the King. The words echo 
down to his beloved "Very much, my lord”, she replies. “More than 
your life?” whispers Add Shah, "Do you doubt me, my lord?” Rambha 
asks passionately. The King’s eyes twinkle with mischief. “Would I ask you 
if 1 didn’t?” Suddenly there is a rustic of silk as Rambha throws herself 
down on the floor below... 

As you walk into the Gol Gumbaz, your soft footsteps resound 
like thunder above the graves of the two lovers, while somebody tells 
you their srory. To hear the myths and legends of our country is one 
of the pleasures of motoring. And you discover so much more when 
you go by road. 
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Founders of Indians Tyre Industry 



‘HKtianal 'Ifr' 
i^DM «ggFeg«te9 i/mrk out , m 
i>I}(m«: 

At Current Pricn 
{Rs Crons) 

1MU» 198»^ 


, National Incoua 

18.147 

12.470 

i^em: N«t factcnr 

Inooine 
from' abroad 

—28 

—25 

1 . Nat domestic 



product at factor 
cost 

18470 

12,460 

Plus: Daproclatlon 

1 . Gross domestic 

830 

871 

product at factor 
coat 

Plus: Indirect 

16,005 

18,866 

taxes net of 
aubsldles 

845 

911 

,. Grose domestic 
product at market 
prioee 

18,850 

14,277 

(b) 'The percentage 

distribution 

>£ expenditure on gross domestic 

oroduct is as follows 




(Percentages) 

(tern 1908-69 1958-60 

L. Private consump¬ 
tion expenditure 

1. General Govern- 

77.8 

76.7 

merit consumption 
expenditure 

6.0 

7.2 

). Gross domestic 



fixed capital 
formation 

15.6 

15.8 

1. Inventories 

5. Excess of Imports 

26 

1.9 

over expons of 
goods and 
services 

—2.8 

—1.6 

Total 

100 0 

100.0 


V ‘ ' 1 ‘ . r, ' 7 tf*.. 


W lora^it>o»' 

in W€!eii]^«te aectof public 
ojad piivnte) was fiminoed from 
intennit cod external sources in 
the followiag proporticms; 

IferefrUages) 


Item 


1»M4» lWW-90 


Internal sources 
(Savings and 
dsprecladon) 
SiXtemal sources 
(liotTOWlngB both 
wlihln the country 
and from 
abroad) 


4S.7 41.4 


1.8 


58.6 


(e) The proportion of gross 
capital formation in the corporate 
sector to the total gross capital 
formation in the country irorks out 
to be about 17 per cent in 1958-59 
and 21 per cent rn 1959-60; the 
share of the non-corporate sector, 
on the other hand, was as high as 
59 per cent in 1958-59 and 53 per 
cent in 1959-60. However, the 
corporate sector’s share was increas¬ 
ing and die share of the non-corpo¬ 
rate sector was on the decline. 

IV 

Analyais of Variations between 
19S8.59 and 1959-60 in the 
National Accounts 

On the basis of the set of Ac¬ 
counts presented earlier, a set of 


■ ' fj-rtVr.r V 

Tamilt vanriioni bt s 

Nationtdi Jlccounts for India havd'« 
been itteptiffed.* Hiese Tables 
attempt « marginal analysis show¬ 
ing only the differences in 1959-60 
compared to 1958-59 and are pre¬ 
sent^ in a simplified form, llius 
accounts 1 and 2 have been conso¬ 
lidated in a single Gross National 
Income and Product Account. The 
capital reconciliation accounts have 
been omitted in view of the fact that 
the utility of such accounts from 
an analytical point of view is limit¬ 
ed, since, as mentioned earlier, 
capital transfers could not be 
shown separately. Thus, accounts 
2, 3 and 4 reflectively show cur¬ 
rent accounts of: (a) household 
and private non-profit institutions 
sector, (b> Government sector and 
(c) rest of the world sector. Ac¬ 
count 5 shows the Gross Savings 
and Investment account which takes 
the form of a resting account in¬ 
corporating the residual items of 
the preceeding four accounts. 

The simplified set of accounts 
relating to variations during 1959- 
60 is re-arranged below in the form 
of a transactions matrix. 



Transactions Matrix 


(c) Assuming the population of 
India to be 416 and 425 millions 
for 1958-59 and 1959-60, respecti¬ 
vely, per capita private consump¬ 
tion for both the years works out 
to about Rs 260 or about 70 naye 
paise per day per person. 


Payments by Producers 

Consumers 

Govern- 

Foreign ( 

Sub 1 

Gross 

Total 

Receipts by 



ment 

Countries | 

Toul 1 

Investment 

Producers 

X 

171 

114 

43 

328 

24 

352 

Individuals 

284 

X 

30 

—4 

310 

0 

310 

Government 

112 

—11 

X 

0 

101 

0 

101 

Foreign 








Countries 

—105 

—2 

0 

X 

—107 

0 

—107 

Sub Total 

291 

158 

144 

39 

632 

24 

656 

Gross savings 61* 

152 

—43 

—146 

24 

X 

24 

Total 

352 

310 

101 

—107 

656 

24 

680 

* Allows for a minus adjustment of Rs 
adiuatment ” 

8 crores on 

account of 

“ Statistical 


Variations in the National Accounts for India for 1959-60 
(Rupees Crores, at Current Prices) 

Account I I CroM IVational Income a.-id Product 


1.1 Payments by producers* 

to individuals (2.5) -f 96 

1.2 Income iron unincorporated 

enterprises (2.6) + 147 

1.3 Income from property (2,7) + 41 

14 Income retain^ by corporation (5 4) -f 28 

1.5 Provision for fixed 

capital consumption (5 4) +41 

1.6 General Govemmeat income from 

property and entrepreneurship (3.8) + 19 

1.7 Direct Taxes on Corporations (3.5) + 24 

1.8 Indirect taxes (3.7) ’ +69 

1.9 (Less) Government subsidies and inter¬ 
est on public debt '(3.2) (—) + = — B5 


Gross National Income + 430 


* Including Government producing services. 


1.10 Private consumption expenditure (2.1) + 171 

111 General Government Consumption 

expenditure (net) (3. 1) +79 

1.12 Gross domestic fixed capital 

formation (5.1) + 123 

1 13 Net change in inventories (5 2) —. 99 

1 14 Exports of goods and services (4.1) +48 

1.15 Net factor income from abroad (4.2) _ 5 

I 16 (Less) Imports oif goods and 
services (4.5) (—) — 

1.17 Statistical adjustment (5.7) 


Gross National Produet 



2007 




tinnffein to > 

satdnjf* (5,3) 


Pemnal Outlay and 'S«ving« 

*■ ^ 

Mfmutt 

Cioziiuinpiiun aoip«r{dit<|i« l.U 
[fttbudies. and Covamment interetl (1,9) 
Traiufm payment* to 'indtvidiiafa (2.dV 
Surplus ( + ) (5.5) 

Govemineni Outlay ft Surpliu» 


—Ji¬ 
n' 133 


■+ 3d0 


IacoSe*ft^i'^opwV d'*®} 

2.H 'Cumnt traiui^ fmn I'fJmnd 

emmem and' frem ab»ad , 

, Pemmat Itha^nr “. < , " * . * 


3 t GoventHi^t' Ret^lMa imd Oiitla^ 

+ 7# 34 Direct taxes*,on cdr|7i>*ad&d« (1.7) - •" 

. + , 35 . , 3.€ tlitect taxes On itidh%|uais' tS.if 

' + 30 . 3.7 ' Indirect taxes (1.8)' - ' 

■■-— f3 . ■ 3.8 Incodae from "property apd' “ " * 

—i-- entr^reneurthip- (1.6) 

-I- 101 - - ' 

Government Receipts ' , •' 


SfOw ^ 


T;§:; 


4.1 

Exports of g 0 oda/ik service* (l.H) 

Net lactpr income from abroad (1.15) 

+ 48 

4.2 

- 5 

4.3 

Current transfers {torn abroad (2.8) 

— 4 

4.4 

Net borrowing from abroad (5i.6) 

— 146 


,R.ecelpts from abroad ' 

— 107 


Account 4 » Foreign Trade and' Fg/ment)' 

!4) +48 4 5 Imports of goods and services (1.16) 

J.15) — 5 4.6 Current tranirffn to foreign countries (2.3) 


07 Payments abroad 

Cross Savings md Investment 


Account S 


5.1 Gross domestic fixed capital formation (1.12) + 123 

5.2 Net change in Inventories (1.13) — 99 


Grots domestic Investment 


+ 24 . 


53 Personal savings (2*4) '' *1 152 

5.4 Income retained by producers (1.4+1.5) + -69 

5.5 Government suiplue (3.4) — 43 

5.6 Net borrowings from abroad (4,4) — 146 

5 7 Statistical adjustment (1,17) —. 8 

Cross Savings available for domestic 
investment +24 


Since the above analysis relates 
to variations- during a siftgle year 
1959-60, its usefulness from a policy 
formulation point of view is some* 
what questionable.* Further, the 
marginal analysis presented here 
would jiave been more meaningful, 
if the Jtasic data were in terms of 
constant prices. Since the original 
data are m current prices, varia¬ 
tions will be exaggerated by price 
chatiges over the year 1959-60 
during which the general index of 
wholesale prices rose by about 4 
per cent. The following general 
trends, therefoie. should be read in 
the light of these limitations-: 

(a) The major part of the dddi*^ 
‘tional income accruing to produ¬ 
cers emanate from , private and 
Government consumption expendi¬ 
tures; receipts from gross invest- 
meiit constitute a small proportion 
.of about 6.5 per cent; 

(b) 'Out of the adcH^onal allo¬ 

cation of receipts disb^li^^ by the 
producers, about 27 is paid 

out as wages and sawl^lto indi¬ 
viduals; another 42 per cent acc¬ 
rues to individuals as income from 
unincorporated e'nterprises; 
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(c) Nearly half of the additional 
personaf incomes accruing to the 
consumers is saved; (it may be 
noted here that in absolute terms, 
the proportion of total savings ol 
households tto the aggregate dispos¬ 
able income during 1959-60 Was as 
low as about 10 per cent); 

(d) Increase in exports and de¬ 
crease in imports push dow5i the 
Del borrowings from .abroad and 
this is the largest single item res¬ 
ponsible for the small increase in 
the amount of gross savings avail¬ 
able for domestic . investment 
(Account 5); 

(e) Although gross domestic 
fixed capital formation increased 
by as much as Rs 123 crorcs, gross 
investment increased Only by Rs 24 
crores on account of disinvestments 
in tlje form of depletion- of Inven¬ 
tories to the extent of Rs 99 crores; 

(f) Persona] savings together 
With the undutribuM profits of 
jiroduceni increased by as much as 
Rs 221 crores; this' would have 

.made possible much higher levels 
of both gross domesric fixed capital 
htrmation as ‘well as of gross in¬ 
vestment, hut the fact that a 


part of these funds (Rs 413 crorcs) 
was offset by Goveriunent dieficits 
on current account, and most "ef 
the rest (Rs 146 evores) was uti¬ 
lised in rediicing our foreign ex¬ 
change liabilities 

V 

Some Economic Trends Emerg- 
ing from the Analysis 

It has been indicated abow that 
a substantial portion of domestic 
savings was diverted, in 1959-60, to 
lower the level of external liablli- 
tie.s, In later yearsr redyctlon in 
external aid coupled with payments 
of interest due on past borrowings., 
might talce the form of decline in 
foreign savings available for dom¬ 
estic investment. In this context^ 
the implications of some of' the 
findings for 1959-60 are of sortie 
analytical interest.® 

In J 959-60 .a part of gross dom^ 
tic wvings was devoted lo reducing 
•foieign exchaiige liabilities and this 
gieatly restricted the net increase 
ia gross domestio investment, TIm 
level of gyoss domestic, investment, 
however, .will not be loweted if it 
IS ensured - - that -gross domestic 
savings inCregsiB at a rate-fester than 





»iin4/or 

<(y(hk'ldtit^»^b^'-' 

' ill i^n, latnA to<r«iM 

tsyiti^ il conyuaip.''" 
<^iMexpen^^uxa> are pe^ed ^ t£«' 
awdii Tlie basic issue, there- 

ioTfe;'ia .vhfiififlr it woutd be pW* 
hie teatmit) domestic consuni^* 
tidB. fcfen'if we were to ignore eJto*- 
such ss . increase in 

K Ptdndon or pressing demauda iar 
tiering tbe living standards of the 
UMsiKai tips ce^ditioa appears diffi¬ 
cult to aaiiaiy when consuidption 
U'^^iewed in physical temia. 

Tht decline in . imports arising 
frean import restriedona is likely to 
affect adversely the supply of cpn- 
somer goods; further^ part of the 
increase in exports woiitd be 
through diversion to the foreign 
market of consumer goods or raw 
materials required for production of 
consumer goods. But what happens 
if domestic .(;,on8titnption expendi¬ 
tures do not go -down? We shall 
then be left with two alternative 
'Courses of action. A substantial part 
of the productive resources will have 
to be diverted to production of con¬ 
sumer goods, and this may. adverse- 
V ly affect the level of real invest¬ 
ments. On the other handi if real 
investments are to be kept intact, 
then the prices of consumer goods 
would tend to go up. The latter 
alternative would involve an ele¬ 
ment of forced savings which may, 
of course, enable us to redpee for¬ 
eign exchange liabilities, 

A step-up of the short-run sup¬ 
plies of consumer goods generally 
involves, in an under-developed eco¬ 
nomy like ours, quick utilisation of 
idle capacities, over-utilisation of 
whrking units and/or a substantial 
draft on stocks-in-hand*. In a dyna¬ 
mic and developed econortiy, on the 
G^er h&nd, such a phenomenon 
would have witnessed a smaller ini¬ 
tial step-up in' the output of con¬ 
sumer goods but a more systematic 
Igying down'of new capital assets 
e^ntial for sustaining higher sup¬ 
plies ^iOfgpnsunier'.goods in the long 
run. 

.'The National Accounts presented 
above supports the contention that' 
affective demand resulting from 
high levels’ «f doipestjc cmisump- 


9biic» 'fbdib Jg'ah' 
to lufikli fudt,'* ntua- 
h-ia bhuud to 
'bvhR|-pte>ntre*qii paces-tiurou^ in* 
cnataMl:' cosnt o¥ production,' de- 
Otnaaed.quality of products 'and/or 
8h(Mt;aupplies. ‘ - 

■'Tbps. both, {ram' tbe point pf 
yiaw,^of our financial ob^tive of 
reducing foreign exchange liabilities 
8fld-4he physical need to atiq> up 
and enatain at higher levels output 
■ of Consumer goods in' onfcr. to con¬ 
tain infiatioriiary pressures, it ap¬ 
pears necessary to cla^p down on 
dofije)itic consumption ^ 

Notea 

^ Tire percentage chain of ‘cooipen. 
tation oif etaployen’ (item 2.1) 
could be obudned dirMtly..^ from 
thu study; xbare of ‘income from 
unincorporated enterprisee’ (item 
2.2) was amumbd to be the same 
as of ‘income from idf-eraployed 
■ enterpri^s', ‘income from property’ 
(item 2 3) is a residual item. 

- The consumption expenditure data 
collected by- the Naiisnat Sample 
Survey at present differ coniider- 
. ably troen those derived from the 
official estimates issued by the CSO. 
As and. when these two sources 
come closer to each other, it would 
be possible' to use NSS data and 
provide for an item like ‘Statistical 


4iit'V'S?'.'”'S'. yK 

.. 

iv ' ijtomedn ffisi VM.’’' 

; eetc of esllBatesr / 
Th^ «jiiB&o(lok»y and wmniaology **- 
Utsd hi thw breadly follow ' 

the piMMiqt down by lUchjWd 
, and Isaacy Rogglei in their book : ' 
“Notional Income Accounts and 
Income' Ahalysis, -McGcaw-Hin, 
Neiy‘ Yoik,;. 1956) ' - ' , *■ 

^ Msii^nal anal]^ for s ahort period 
tends to magnify the trendi since 
it dots not diminate ■ temporitry 
non-escurtfng oaddlatioUcu Oar in- ' 

. Icnrion, however, iy'merely to focus 
attention, on one or two findings' 
which, in our- iht^iment, appear 
'to be of some amriytical interest. 

^ In reading dilf section, it must be 
remembered that the ' ototistkal 
foundation on which tbe Basic 
Accotuus of India are constructed 
at present is inadeqtiate. Any 
analysis of the type attCnapled here 
therriore fan be only suggestive, 
not conclusive. The authors efio 
only (o advance a hypothecs to iw 
tested- and improved upon as and 
when detailed primary data becolmc 
available. ’. 

If the precept levels of per capita 
consumption m -the country are 
dc^ed to be too low to peipiit 
this counse of action, then the alter¬ 
native would be to defer our ob¬ 
jective of reducing' ejtteynal Usbi. 
lUies. Consideration of this alter¬ 
native would, however, take us 
outside the field of economics and, 
therefore, we have preferred td 
conclude here. 
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Yaloe t1ir«in^ ExogeMto 1wtirlbad<^B 
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A Comsieiit 


Aron Bose 


M-'.r. I offer a few comnienta an 
Krishna Bharadwaj’s interesting 
review article on Sraffa'a “Produc¬ 
tion of Commodities by Means of 
Commodities” (The Economic 
Weekly, August 24, 1963)? 

First, the reviewer agrees that 
with no changes in outputs or input 
proportions provided for, the ques¬ 
tion of returns to scale is irrele¬ 
vant (p 1454). But in a foot-note 
on the same page doubts are ex¬ 
pressed that for construction of (a) 
the Standard System; and (b) the 
Sub-Systems, “one gets the feeling 
as though the assumption of con¬ 
stant returns to scale is necessary”. 
Of course, the first doubt is express¬ 
ed only to be dispo.sed of immedi¬ 
ately by recalling that Sraffa makes 
It quite clear that the Standard 
System is a purely auxiliary con¬ 
struction, having no physical exist¬ 
ence. But, “More ambiguous is the 
case of the Sub-Systems which are 
used to derive the direct and in¬ 
direct labour content of commodities 
(at zero profit rate), thus implicitly 
attributing to the Sub-System the 
qualities of actual production rela¬ 
tions” (p 1454). Actually, there is 
no ambiguity involved. It can he 
shown without much difficulty that 
in the construction of the Sub-sys¬ 
tems the problem of returns is com¬ 
pletely bypassed by leaving (a) 
aggregate commodity outputs in 
the whole system, and (b) input 
proportions, unchanged. In f^t 
the construction of Sub-Systems in* 
volves nothing more than a purely 
“drawing board” regrouping of the 
productive facilities of the actual 
system. 

Second, on page 1452 we read 
that a “land theory of value” can 
be fitted into the Sraffa analysis as 
a special case by .superimposing on 
the assumptions of zero profits and 
fixed subsistence wages the assump¬ 
tion that land is a “non-basic”. 
But as it stands, on 'Ac assumptions 
made in this passage, we would get 
a system of production without a 
surplus (and with free land) where 
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a pure “commodity theory of value”, 
with any one commodity chosen as 
a standard of value, would rule. 

Third, it is far more important, 
at this stage, to discuss the validity 
and usefulness of die Sraffa theory 
On its own merits, than to decide 
which family of value theories 
known in the history of economic 
thought it belongs to. We shall be 
in a much better position to under¬ 
take the latter task after we have 
examined the many implications for 
theory of the Sraffa analysis and 
found them acceptable. But it is 
perhaps not entirely inappropriate 
to point out that an important issue 
is too hastily prejudged in the 
statement on page 1452 of the re¬ 
view article which reads “the lab¬ 
our theory of value becomes a spe¬ 
cial case of Sraffa whe-n the rate of 
profit is zero and the entire net 
production goes to wages”. Impli¬ 
cit in this statement is a particularly 
narrow definition of the labour 


J AM glad that Arun Bose has 
raised certain interestine: issues 
connected with my review of Scaffa’s 
book. 

As far as the construction of the 
Sub-System is concerned. I now 
agree that no assumption regarding 
constant returns to scale is necessary. 
I have been doubly assured on this 
point by Sraffa himself in a private 
communication 

Regarding the land theory of 
value, 1 may point out that it was 
mentioned not out of any oarticular 
interest in fitting it into the Sraffa 
analysis 1 had Samuelson’s con¬ 
tribution (to which I have referred 
in the foot-note on page 1452) in 
mind and wanted merely to indi¬ 
cate, in paesin^ that by choosing 


theory, of value as a theory which 
says that value is detemuned ex¬ 
clusively by labour cost, with the 
rate of profit playing no part. But 
no important exponent of any of 
the theories usually known as l^XHir 
theories of value would deny that 
labour cost would be the exclusive 
determinant of value only in the 
special case where the whole net 
product goes to labour as wages. 
And a theory of value which deals 
only with such special cases can 
hardly be called a theory of value 
applicable to actual situations. 
Actually, the more interesting ques¬ 
tion is how Sraffa’s theory compares 
with the sophisticated versions of 
the labour theory which seek to 
tackle situations where the whole 
net product does not go to labour 
as wages, where “organic composi¬ 
tions of capital” differ from indus¬ 
try to industry, where the role of 
land is explicitly recognised, and 
where in consequence prices are 
not proportional to labour cost. 


appropriate and convenient assump¬ 
tions one could derive a land theory 
of value, if one were interested in 
it. For me, it does not seem attrac¬ 
tive analytically. 

My rather hasty treatment of the 
labour theoiy of value was not out 
of any prejudice against treating it 
on a more sophisticated basis and 
certainly it was not intended to 
cast it suininarily aside as too naive 
for consideration. In a small article 
that had the modest aim of present¬ 
ing some of the central propositions 
of Sraffa’s work, a thorough discus¬ 
sion of all the ramifications of the 
labour theory of value could not he 
incorporated. The question raised by 
Bose in his last paragraph is cer¬ 
tainly worth pursuing as an inde¬ 
pendent piece of research. 


Reply 

Krislma B BhwradwaJ 




. ‘IttIkMwjiig is the %)eech by 
«Rwn, <^ii!<|(i«h, 
jiei^'",blMS^aeto'i8, Beihi 'doth |i;< 
rJi^k Cd, Ltd. delivered et 
<^?,79t» Annual General Meeting 
1^'flharehqildeis of the Cp, on 
thti Dnoeniber, 1963. at Bara 
Rao lWlhi<6 t 

Lwikea & Gentlmnen, 

1 am happy to welcome you to 
ISth Annua! General Meeting 
of your Company. I cannot, how* 
wyeiv help making a reference at 
•the beginning of diis meeting to 
dw, memory of my respected father, 
the Lain Shri Ram. The growth 
and proaperity of DCM arc largely 
the fruit of hia hard work and devo- 
doUi and the hispiratioj^ his inte¬ 
grity and high imals gave to the 
rest of us. No greater homage 
could be paid to his memory than 
that all of us should continue and 
carry on his great work with tho 
same devotion and high integrity 
which he showed. We met last 
year under the cloud of the Chi- 
Ueso aggression. The Chinese ag¬ 
gression had various repercussions. 
There was on the one hand a spon¬ 
taneous patriotic upsurge in the 
country, and on the other, various 
friendly countries extended finan¬ 
cial and military assistance. Even 
though there is, at the moment, a 
oeaBcfire, the danger of aggression 
has not altogether receded The 
counny has to keep itself prepared 
for any eventuality and it would 
be dangerous to relax our prepara¬ 
tion. The Chinese aggression was 
bound to have its repercussions on 
our economy. Some of our efforts 
had necessarily to be diverted from 
civilian needs to military require¬ 
ments. ( It is however unfortunate 
that instead of there being a spurt 
in production, there has been a 
slowing down in the economy. The 
mid-term appraisal of the Third 
Plan is a matter of concern; for 
it reveals that the economy is drag¬ 
ging .at a time when it ought to be 
putting forward with greater 
The shortfall in the 
ogdcuttural sector, which is not 
only a suable component, but 
jtaB ^Itlch dgpenda liie pitodactivity 
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of the industrial aector aa wsdl, is 
refleiiliad in the total notktaal' oil^ 
put. In the industrial sector also, 
while develr^ent effort has been 
larger and more broad-based, the 
e^rai index of Industrial produc¬ 
tion fell short of the average in¬ 
crease of 11% visualised in the 
Plan to 6.5% in the first year and 
8% in the second y^. It wtndd 
sdsm that the only ^ort that has 
exceeded the target is in the field 
of additional taxation, which is ex¬ 
pected to be in excess by Rs 1100 
crores by the end of the Third Plan, 
the yield being at He 1900 crores 
as against Rs 800 crores. I am 
sure, this excessive taxation is greatly 
responsible for the slowing down of 
the tempo of development. 

Shortage of Foreign Exchange 

Apart from the requirements of 
defence, with the fast growing 
population and the need for improv¬ 
ing the standard of living of the 
people, we have before us a gigantic 
task. This can be accomplished 
only if the production increases con¬ 
siderably faster than the popula¬ 
tion. One of the most important 
factors affecting our rale of deve¬ 
lopment is the perennial shortage 
of foreign exchange. While we 
should be grateful for the assistatice 
which various friendly countries are 
giving to us in the form of loans 
and grants, we cannot with any 
certainty depend on the assistance 
continuing at these levels indefinite¬ 
ly. We must, therefore, depend on 
our own efforts to bridge the gap 
between our imports and exports. 
To my mind, there is no other way 
except to work hard, produce more 
and export more. We must not 
think in terms of exporting o.aly 
our surpluses. With the growing 
population and demand we shall 
never have surpluses except in a 
very few commodities. Therefore, 
we will have to restrict in many 
cases our own consumption so as to 
export. In order that we succeed 
in our export effort, we have to be 
competitive and produce goods of 
quality which would he-^acceptable 
in rcodnttlto.;' It k neoeossry 


to ensure toat oosts do not go up. 
The costa can reoiatn low if output 
per Man, whiter in the industry 
or on the farm, increases. While 1 
am not against iqcreases in wages, 1 
would emphasise that if there is, 
not more than a oorrespondmg in¬ 
crease in prodluctivity pit mao, the 
costs vrill oondnue to go up and we 
will be wiped out of the world 
market. It is unfortunate that India’s 
toare in world trade has declined 
from 2.1% to 1.1'% during the last 
decade of planning. When compared 
with other developed countries, the 
value of India’s exports as percent¬ 
age of national income works out 
to about 7% as against 19% for 
U.K., 21% for West Germany and 
12% for Japan. I do not propose 
to spell out in detail here the vari¬ 
ous measures necessary to put OM 
economy on an even keel, but ^all 
only reiterate the important fact 
that the standard of living consists 
not of money but what the money 
will buy and money will only buy 
more goods and services provided 
the productivity per man increases. 

In spite of all our efforts we shall 
still need more foreign capital and 
it is necessary that everything is 
done not merely to provide incen¬ 
tives to foreign investors but also to 
create a feeling of confidence in 
our fiscal policies. The stability in 
our fiscal policy is the biggest fac¬ 
tor in creating confidence for the 
foreign investor. Frequent changes 
not only upset the progranune of 
financing but also create a feeling 
of uncertainty. 

I have every faith in the coun¬ 
try’s capacity for quicker growth 
provided we all work hard and out 
economic policies are practical 
and not affected by ideologies, 

Larxer Sales, Lower Profit 

Coming hack to the Company’s 
affairs, although there has been an 
appreciable increase in total sales, 
profits have been lower due to ris¬ 
ing costs of raw materials, stores 
and wages. In the case of sugar, 
unfortunately, like the rest of the 
IndUetiy, youf factories also had. a 
very short season which increased 

mifi 
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Super PrtMh 'Tia^ BaurgieMf iRisk 
tnmrasoe «tc have {mther reduced 
the profits. The Con^anf Iim Qhn- 
Unued to follow a policy m expand- 
'fpl; Tts activities. Our BrojeCt for 
manufitcture of plastics to which 
T Made a reference last year n 
nearly complete, One of its pn>< 
JiKhs, namdy, caustic soda, h al¬ 
ready in the market and it is ex¬ 
pect^ that PVC wiirbe in the.mar¬ 
ket within a short tune. 

Likewise, the Rajasthan Rayons 
Project is also progressing satis¬ 
factorily and it is expected dvat the 
factory will start producing high- 
grade rayon tyre-cord by about the 
end of 1964. 

Expansion Scheme* 

..Last year 1 had refererred to two 
major schemes of expansion. One, 
the spinning mill at Hissar, and the 
other, the expsmsion in sugar mills 
at Mawana . The extension of our 
Hissar spinning unit is continuing at 
a rapid pace and it is expected Mat 
the capacity will increase fr«n 
37(000 to 63,000 spindles by the be¬ 
ginning of the next year.. The expan¬ 
sion of the Mawana Sugar Works 
from ISOO tons crushing capacity per 
day to 3000 tons per day has bron 
done. We are, of course, facing a few 
teething troubles, but I hope they will 
soon be over. Apart from these ma¬ 
jor expansions and new projects we 
have been continuing to renovate 
our existing equipment. I have no 
doubt that as soon as the new pro¬ 
jects have come into production 
and the expansion.? have been com- 
pleted the profits of the Company 
will increase. 

The record of exports of your 
Company has again been satisfac¬ 
tory. While on the subject of ex- 

S arts, 1 would like to refer to a new 
rganisation which we propose to 
set up for handling our export 
business. It is proposed to set up 
a new export Company. This would 
be a subsidiary of your Company. 
While in the first instance, it would 
exptwt t^ products of Delhi Cloth 
Mills, in course of time, it would 
take up the export of other manu¬ 
facturers’ products also. It would 
tbits g?row a trading eompany, 
die bmetSi w which wUI -aecnie to 
oar ~ sbarttrtddeta. . - ■ : 


.. -ooatwrjrt. «qi£^ 'i« ‘ 
shortage df ffonohiihl. ’ ' incNff - 

Company is also expanding its acti¬ 
vities it bad gisO felt fh^ 
ages. The Management now is bttSy 
concentrating on training our 
management personnel at all )ev^. 
Today the science of management 
has made great advancw and k has 
become a great science. Your Com¬ 
pany has started a separate depart¬ 
ment for not only training fresh 
people but also to leach the modem 
techniques of management to the 
existing staff. In addition to start¬ 
ing our own department for train¬ 
ing, your Company has been send¬ 
ing people to various management 
courses to other places. 1 am sure, 
this policy will pay rich dividends. 

I am glad it has been possible for 
your Company to maintain the same 
rate of dividend as last year in 

Budnese Notei, 


has «ho, been .paasod on fo ^ 
shiMidfoldj^. In 34% of 
dividend will be exempted fi^ fox 
in the hands of dre 
Thus, most of the sharaholdorc will 
get.a higher set dividend limn tfot 
year. J may, however, make it dear 
that this is in the nature of a vi^fod- 
fall for this year mdy. 

Before concluding, I would like 
to record our sincere appreciaOon 
of the good work of all our workers 
and staff whose efforts have enabled 
us to achieve satisfactory results 
during the year. 

NOTE:—This does not purport to 
be a record of the proceed¬ 
ings of the Annual General 
Meeting. 


Investment Corporation of India 


THE Investment Corporation of 
India has weathered very well 
the crisis that overtook the financi¬ 
al and investment markets as a 
result of the Emergency and the 
unprecedented burden of new taxes 
imposed in the l%3-64 Budget. 

In his statement circulated with 
the Annual Report of the Corpora¬ 
tion for the year ended June 30, 
1963, the Chairman, Shri J R D Tata 
observes that the crisis was greatly 
and unjustifiably aggravated by the 
severity of the Budget, not merely 
in the additional burden of taxation 
it imposed but also in the psycho¬ 
logical impact of such unpopular 
measures as the SPT, and the Com¬ 
pulsory Deposit Scheme. In his view 
the damage caused to the economy 
in drying up capital formation, in¬ 
hibiting investment, retarding eco¬ 
nomic growth and in creating a 
deep and widespread crisis of con¬ 
fidence has been totally out of pro¬ 
portion to the additional revenues 
accruing to Government. 

Public confidence in the sound¬ 
ness of the economy and in fiscal 
policies which if shaken often will, 
take longer each time to revive, Shri 
Tata points out, has to be protected 
and nurtured; instead jl has been 
anre.foati fourignofodin -oiir.v»uh* 


try during the last fifteen or sixteen 
years with disastrous results. He, 
therefore welcomes the present Fin¬ 
ance Minister’s readiness to modify 
policies which has brought back 
confidence to the financial markets. 

A modern industrial economy, 
says Shri Tata, cannot be built on 
the basis of a weak and stagnating 
agricultural sector; industries can¬ 
not run without adequate raw mate¬ 
rials, transport, power, technical 
skills and capital; exports cannot 
be built on high costs of produc¬ 
tion; and large-scale employment 
opportunities in industry cannot be 
created by excessive concentration 
on monumental ' capital-intefnsive 
projects which have been the basis 
of our planning. 

While welcoming the formation 
of a Unit Trust in the public sector 
as a useful first step, Shri Tata is 
of the opinion that such Trusts 
should be allowed in the private 
sector also for the reason that a con¬ 
centration of investment resources 
in the hands of one or two institu¬ 
tions, whether they belong to the 
State or are privately-owned makes 
for narrower markets in shares arid 
aecorities and exaggerates move- 
focmts u| th^r prices. 3’ibe esiatcnce 
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^ |L. number of mvestment institn- 
tkm eadi foUow'mg nn in^iepeitdoot 
poHcy wcmid not only contribute Ib 
ncaltiiier conditions in stock ex- 
jobaiiges but also give a ,wider choice 
m anuil] investors. 

The Corporation’s income during 
the year dropped by Rs 7.26 lakhs 
to Re 30.45 Itdchs. Income under 
the heads, dividend, underwriting 
commission and agency commission 
"has fallen while that under service 
charges and interest has shown a 
small rise. Expenditure, on the 
Other 'hand, has shot up by R$ 2.80 
lakhs to Rs 16 77 lakhs. As a te- 
suh, profit before taxes has declin¬ 
ed by Rs 8.31 lakhs to Rs 13.69 
lakhs. The Corporation, has to pay 
no tax for the year as against Rs 
1.75 lakhs in the previous year. Net 
surplus on the sales of investments 
amounting to Rs 3.12 lakhs (Rs 
8.55 lakhs) has been transferred to 
the Capital Reserve, The amount 
available for disposal including last 
year’s balance of Rs 1 32 lakhs was 
Rs 15.01 lakhs of which Rs 15 lakhs 
ai'e transferied to the Dividend Re¬ 
serve fiom which Rs 14.84 lakhs 
will be paid out as dividends. Due 
to inadequate profits, no amounts 
have been transferred to General 
Reserve and provision for retiring 
gratuities which got Rs 5 lakhs and 
Rs 1.27 lakhs respectively last year, 
and the ordinary dividend has been 
cut to 7.5 per cent taxable, as 
against 9.5 per cent taxable, includ¬ 
ing 1 per cent Jubilee bonus. 

In spite of a net addition of Rs 
38 lakhs to the invested funds of the 
Corporation, dividend income has 
sharply declined during the year 
from Rs 29.45 lakhs to Rs 22.69 
lakhs, TTie decline is primarily due 
to an overall reduction in dividend 
receipts from other companies which 
hAve been affected by new impost? 
of taxation. The bulk of the new 
inyefttnents of Be 54 lakhs did not 
fetch any income. The change in 
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dates of paymtmt hy some epro- 
panief also accounted, to sOme ’ex¬ 
tent for a fall til die year’s total 
diyidends. Underwriting was less 
due to paucity of caplal issues. 
While net earnings were thus less, 
the aggregate market values of In¬ 
vestments as on June 30, 1963 show¬ 
ed a depreciation of Rs 7.63 lakhs 
on their cost of Rs 5.56 crores. By 
contrast, there was an appreciation 
of Rs 35.20 lakhs in the value of 
investments last year. However, the 
depreciation is well covered by a 
capital reserve of Rs 115 lakhs the 
Corporation has huih up so far. 

The table above highlights the 
progress of the (Company during the 
past five years. 

Central India SPG 

THE improving trend in the pro¬ 
fits of Ccntial India Spinning. 
Wvg and Mfg Co during the past 
four years has been reversed during 
the year ended June 30. 1963. The 
profit foi the year amounted to Rs 
3.59 lakhs as against R.s 25.87 lakhs 
in the previous year and has been 
appropriated for i-educing the reve¬ 
nue losses carried forward from pre¬ 
vious years The Company has at 
the close of the year, still a loss of 
Rs 40.20 lakhs to wipe out, and 
also ai rears of depreciation unto 
June 30, 1960. not provided, 

amounting to R.s 48 69 lakhs. The 
Company is not on the dividend list 
for the last 8 years, and preference 
dividends amounting to Rs 23.39 
lakh.s are in arrears from 1956-57 
onwards. 

Production during the year was 
well maintained and the capacity 
was utilised to' the maximum. Sales 
of cloth, yarn, etc, were also main¬ 
tained above last year’s level, the 
total turnover being Rs 614 lakhs as 
against R6 ,S99 lakhs 'in' the previ- 
vitous year; but profits were affect¬ 
ed • by ad\«ne conditions for 
some time, Wglter COttOft pHcm, rise 
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duThtk ^ aeoQbd half because of 
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The Diredtbts ibfe^ to revive the 
schehie'for the issue dl new equity 
capital amountiag to Bs 46Ji8 
lakhs apd k sesdutioQ is Sftonsored 
for eonaiderttion the Annugll 
General Meetilig to etopotver the Di¬ 
rectors to make a fresh <^er at tlie 
approprigto time. 

SjLrpar Paper 

§IRPUR Paper Mllls^ pioductfon 
> during the year ended June 30, 
1963 was adversely affected' by k 
three-mimth labour strike and it fell 
from 31,700 tonnes to 24,000 tote- 
nes. Net sales of paper were loWOr 
by Rs 1.21 crores at Rs 340 crores. 
Added to this, rise in the cost of 
raw materials and stores, the emer- 
gemy insurance schemes, rise in im¬ 
port and excise duties, and taxatioii 
eroded profits, which after provid¬ 
ing Rs 32.46 lakhs for depreciation 
|Ks 39.05 lakhs) and Rs 3 lakbs 
(Rs 7 lakhs) for development re¬ 
bate amounted to only Rs 2.94 lakhs 
compared with Rs 37.87 lakhs in 
the previous year. 

A sum of Rs 11 lakhs had to be 
written back from General Reserve 
and Rs 5 lakhs from Contingencies 
Reserve to pay dividends for the 
year. The dividend on oidmarv 
shares is reduced to 50 nP taxable 
as against 85 nP in the previous 
year. The working results of the 
current year are reported to be satis¬ 
factory as a result of settlement of 
labour disputes. The Company has 
now announced an interim dividend 
of 35 nP taxable for 1963-64. Plans 
for modernisation and expansion of 
the Mills are in progress following 
a technical and financial collabora¬ 
tion agreement with Kimberley 
Clark Corporation of Wisconsin, 
USA. 

Tractors (India) 

TURNOVER d Tractors (India), 
Calcutta, has very nearly doubl¬ 
ed during the year ended June 30. 
1963 at -Rs 2.18 crores in spite of 
import restrictions and keen cCmpe- 
titimi. (^6te profit rose ItOm Rs 

itois 
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tilled last time. Tmfatkm jMwvi- 
AioQ has iJ>torheii) R« 1^.40 hdchs 
{os against ^ 10J2S lakhs) whirii 
indinies SPT o{ Rs 6.40 lakhs for 
2 wars. A sura of Rs 13.60 lakhs 
is lifted to Dividend Rttetve frotp 
which Hs 7.21 lakhs will he paid off 
as ordinary dividend at Rs 2.25 per 
share of Rs 10. This compares with 
Ks 3.25 per share last year absorb* 
ing Rs 10.42 lakhs. 

Cole Crahee of India in which 
the Company has a substantial in* 
vestment has attained its licenced 
capacity production within 18 
months of its coramencing <^ra- 
tions and has paid a dividend of 
10 per cent. 

Sauraehtra Cement 
jyET profit earned by Saurashtra 
Cement and Chemical Industries 
rose sharply during the year ended 
June 30. 1963, from Rs 12.72 lakhs 
to Rs 34.66 lakhs and brought down 
the accumulated loss from Rs 50.18 
lakhs to Rs 22.70 lakhs after pro¬ 
viding Rs 3..30 lakhs foi Develop¬ 
ment Rebate Reserve and Rs 3.89 
lakhs to Kchabilitation and Deve¬ 
lopment Reserve. Production of 
clinker has gone up during the year 
from 1.47 lakh tonnes to 2.11 lakh 
tonnes and that of cement from 1.64 
lakh tonnes to 2.14 lakh tonnes. 
After the factory started production 
in 1961, the Company has made a 
gross profit to tlie tune of Rs 123 
lakhs and the accumulated deficit 
in the accounts mostly represents 
the unabsorbed depreciation and 
development rebate. 

Plans for doubling the output of 
the cement factory are already un¬ 
derway and the new plant which 
will expand the capaeity to 4 lakh 
tonne.s per year is expected to go 
into production sometime in 1964- 
65. 

Barium Chemicals 
jj^ARIUM , Chemicals’ imported 
plant ifr... expected to be commisr 
sioned w^»,a month.. The 
pany has satisfactory, arrange* 

m 
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3424 lakhs, a Ipsa of Rs 6,019 is 
shown in th« Balanoe Sheet. 

MnfatLff Fine 

MAmirACTimi: of fluorine cM* 
nucals will for .^e ffrsi time 
be ' undertaken ftj India hw tiw 
Mafatlal Fine Spinning and Mabu* 
fapturimr Comoany fn coPaboration 
with a Swiss firm. This brandh of 
the chemical industry is ^ted to 
have a bright future in India. At 
present the main consumers are 
the. aluminium industry and the 
atomic energy establishments 
whose rerruirements are met by 
imports. When the Con'oany's pro¬ 
posed plant goes into full produc¬ 
tion, it will meet the country’s en¬ 
tire repinrements of fluorine che¬ 
micals. The main raw material is 
a special rnineral located at Cbhota 
Udepur The factory will be locat¬ 
ed at Udhna (Surat). Production is 
cxDCCted to commence by the end 
of 1965. 

The cost of the whole project is 
estimated at Rs 2.50 crores of which 
the foreign exchange component 
will be about Rs 1 crore. including 
fee- payable to the collaborators. 
It is the intention of the Company 
to ra’oe Rs 1.08 crores bv making 
a public issue of shares of Rs 100 
eadi at a premium of Rs 275 per 
share. Fifty ucr cent will be alloted 
as right shares to the existing 
shareholders of the Company. The 
now issue is likely to be made early 
in 1964, as it now awaits the sanc¬ 
tion' of’^ the Qovermnent. 

Cooper Engineering 

^OOPER Enjdneering has done 
better during the year ended 
June 30, 196.3 than in Ae nrevions 
year. As agahist a loss of Ra 9.09 
lakhs incurred in 1961-62, the 
Company has ma^ a small profit 
of Rs 11,000. The net profit being 
inadeouate, dividend amounting to 
Rs 7.23 ,lahba will be paid out of 
the General Reserve as was done in 
the previous yMr also. ' Yet the 
rate of. dividend'has.hwh'rtepped 
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The t^pany fuis how fy 
itep up ptoduction in -ofoea' Hne> 
such as diaping, planing and 'slot* 
ting machines wfam drinand 
is growing. It will be shortly enter¬ 
ing Into technical cdllabofatton 
with a West German firm to manu* 
facture vertical turret lathes and for 
this purpose will avail of a loan of 
Rs 18.50 lakhs in foreign exchange 
from the ICICI. Besides, negotia¬ 
tions for technical collaboration 
wiA Draper Corporation, USA, 
for manufacturing automatic looms 
have been already finalised. 

The Company proposes to make 
a fresh issue of Rs 45.20 lakhs in 
shares of Rs 100 each to its share¬ 
holders on the basis of one share 
for every two shares held. 

Money Market 

Thursday, Morning 
JJEMAND for funds was so heavy 
in the money market this week 
that the inter-bank call rate shot up 
to 4.5 per cent in the first three days 
from 2.5 per cent at the, clow of 
last week — a rate which had re¬ 
mained unchanged for about a fort¬ 
night. Though this, rise may be re¬ 
garded as normal in the busy sea¬ 
son, yet it deserves closer scrutiny. 

During the first four weeks of 
the official busy season credit was 
easily available and banks had no 
difficulty in meeting their normal 
day-to-day needs, despite an increase 
of Rs 15.64 crores in bank credit 
and a fall of Rs 11.74 crores in 
deposits in the first two weeks of 
the season. Demand for bank cre¬ 
dit was by no means excessive and 
was easily uiet fro*n balances in 
band and witit the Reserve 
and iroya sale of investments wMn 
necessary, but wWtoitt spedti «■ 
cokrM- to fhe Reserve Bank* ' 
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band hnd with tho Rh> 
Bank. The om‘all position 
^ week did not, therefoie, 
any impending Strin- 
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crorea. 

net note issue during the week is 
covered by on addition of Rs 1.11 
crores to the rupee coins in the 
Issue Department. Foreign securities 
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Up by XioanA to Slal«i ' 

Co-o^afivo Banks went up during 
the werft hy Rs 4.40 crores. Investv 
menta of the Bank f^l riiarply by 
Rs 26.94 Cfores, while bills purcha* 
wd and discounted Were higher by 
only Rs 44 lakhs. 


, ' j|lgain, during the week ended 
Pibvnntber 29, as per the latest re* 
tutiok, the Reserve Bank, schedul¬ 
ed banks’ horrowings were no high¬ 
er by no more than Rs 42 lakhs; 
’dj«dr deposits with the Batik, how¬ 
ever, fell by Rs 6 crores: and for 
the second week in succession active 
notes contracted by Rs 10.53 crores. 
Trade demand was so inconspicuous 
and money supply was so plentiful 
during the whole of November, that 
very Targe amounts flowed to Trea¬ 
sury Bills even to the extent of de¬ 
pressing the discount rates in some 
weeks. 

The sudden and sharp spurt in 
the call money rate, therefore, could 
not have been anticipated. It is the 
result of a sudden upwurge of de¬ 
mand coupled with the unprepared¬ 
ness of banks to meet it. The latter 
was an important factor as is indi¬ 
cated by the fact that funds seek¬ 
ing refuge in “intermediates” be¬ 
tween November 27 and 30 amount¬ 
ed to Rs 4.77 crores as against Rs 
2,57 crores in the previous period. 
This had to a certain extent dried 
up floating funds in the market 
Besides batiks felt the pinch of de¬ 
mand on account of quarterly taxes 
due by the end of November which 
did not appear to have them earlier. 
It is also likely that upcountry 
trade demand on account of crop 
movement which is reported to be 
picking up, has added to the pres¬ 
sure on batiks. Finally, certain spe¬ 
cial interests were reported keen 
borrowers in the market. The cumu¬ 
lative effect of all this appears to 
have created a severe imbai 2 ince bet¬ 
ween demand and supply leading to 
the spurt in the rate. This, however,, 
Wiay he a passing phase unless the 
tionpal seasoiml demand assumes 
' very suable propo^ions. To some 
extant tire usual end-year require- 


n Um^ards 

India Steamship Co., Ltd., hat 
• steady neofd of progreiM... 
Since Indepeadeoee, its ton- 
Mga has increased from about 
15,006 D.W. tons to over 
200,000 D.W. tons—more ton- 
nafe being still on order. 

(ts services are also extending 
to various trade routes. After 
initial consolidation in the 
lndia-U.K.-Contimmt tiade— 
the Company entered the 
Indo-Sovkt service to the 
Ruuinn Block Sea ports in 


progress ..« 

J9S6 and Inter to Rumanian 
porta. In 1939 the Covnpany 
forged still another link In ibt 
overiens with South Amerion, 
and in 1960 it extended It* 
tervice to Poland. 

Their experience end repute- 
lion for fait, effleient and 
dependable tervice bailt on the 
personal care given by their 
experienced officers end crew 
to the cargo entrusted to them, 
have earned them the goodwill 
of their custoasera. 
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' fi«ii: frenh or 

1.9 

3.0 

64 

5.1 

limply preserved 

44.5 

44.9 

196.8 

182.1 

WJ»M 

337.4 

650.1 

2173.8 

4317,6 

fiice 

0.5 

32.2 

1170.5 

1600.4 

Cereal preparations 
Fruits and nutsi 
Iredt (not including 

0.6 

14 

2.5 

7.2 

4044 

oil auu) 

33.6 

51.9 

431.2 

Dried fruits 

11.8 

6.2 

1584 

148.2 

Vegetables, fresh 
and dry 

0.1 

0.7 

9.4 

5.8 

Cocoa 

3.0 

2.1 

9.1 

8.9 

Spice* 

2 2 

29.3 

39.8 

77.2 

Beverages and 
Tobacco 

Tobacco and tobacco 

1.8 

2.5 

9.8 

13.8 

2.8 

manufactures 

0.1 

0.5 

1.5 

Tobacco un¬ 
manufactured 
Tobacco manu¬ 

_ 

— 

1.2 

1.8 


factures 

O.I 

0.5 

03 

1.0 

Crude nMlerials, 
inedible 

984.0 

1285.2 

5309.3 

5012.6 

of whtch 

Hides, skins and fur 
ikinsi undressed 

19.9 

15.1 

140.1 

107.2 

Hides and skins 
(except fur skins), 
undressed 

Fur skins, un¬ 

19.9 

150 

139 7 

107 0 


dressed 

— 

0.1 

0.4 

0.2 

Oilseeds, oil nuts 
and oil kernels 

56.6 

64 1 

346.6 

409.0 

Wood, lumber and 





cork 

4.8 

41.8 

.32.8 

158 4 

Wood in the 
round or roughly 
squared 

3.1 

40 2 

18.8 

100.8 

Textile fibres and 





waste 

620.7 

869 6 

3199.7 

2830 7 

SUk 

4.7 

— 

26 6 

39 8 

Wool and cRher 
animal hair 

143.7 

92.9 

774.5 

552.5 

Cotton 

415 8 

749.1 

2028 8 

2074.2 

Jute 

Vegetable fibres, 
except cotton and 
jute 

50 

15.3 

92 0 

67.6 

94.1 

10.8 

8.8 

46,6 

Synthetic fibres 
Crude fertilizers and 
crude minerals, ex¬ 

40.8 

3.6 

2101 

234 

cluding coal, petto, 
leum and precious 



497.5 , 

482.8 

ftotiee 

72.5 

1162 

Fertilisers, crude 

12.7 

32 7 

08.7 

128.0 

Crude miperals 

59.8 

83.5 

398.9 

354.8 

Metalliferous' ores 
and metal Zcnips 

6.0 

26 9 

72.3 

66 3 

Iron ore and 
cohcentrate 

— 

— 

0.3 



Aug ’63 

Aug '62 

Apr’63 

Apr’62. 

Iron and steel 
scrap 

•9.2 

l.l 

Aug'63 

3.1 

Au^’SS 

' ' ' If 

' ■ 

Ofcs of non-fetioua 
bsse metals and 
ccncemraics 

2.5 

223 

39.2 


.Animal and vegetable 
crude materiab 
inedible, n e s 

12.8 

19.1 

76,0 

S&l 

Crude animal 
materials, inedible 
n e s ' 

3fi 

0.9 

173 

173 

Crude vegetable 
materials, inedible 
n e s 

9.0 

18.1 

58.3 

70,2 

Mineral fuels, 
lubricant and relat¬ 
ed materials 

14.6 

391.7 

4989.3 

3132.1 

Coal, coke and 
briquettes 

- 

0.5 

4.4 

17.2 

Petroleum products 

368 8 

391,2 

2792 0 

1731.3 

Animal and 

Vegetable oils 
■nd fats 

129.9 

26-0 

264.5 

305,2 

Animal oils 
and fats 

74 

6.1 

268 

36.3 

Vegetable oils 

122 0 

19.6 

231.7 

179,4 

Chemicals 

592.0 

784.2 

4117.9 

4123,6 

Chemical elements 
and compounds 

220 4 

374.4 

1488,0 

1776.9 

Inorganic chemicals 

82 9 

176.1 

614.6 

748.8 

Organic chemicals 

137 5 

198.2 

873.4 

1028.1 

Dyeing, tanning and 
colouring matenals 

56.7 

94.9 

410 3 

508 0 

Coal-tar 

dyestuffs 

32 4 

64.7 

300.5 

364.7 

Dyeing & tanning 
extracts 

10.9 

17.0 

54.3 

75.3 

Pigrnejiis, paints, 
varnishes and 
related materials 

13 3 

13.2 

55.5 

68.0 

Medicinal and 
Phatmaceutical 
products 

60.5 

68.4 

385 8 

432.0 

Essential cfils and 
per.'ume materials, 
toilets, polishing and 
cleansing operations 

5 7 

7.2 

36.5 

43 6 

Essential oils, 
perfume and 
flavour materials 

5.3 

6.8 

33.2 

38.7 

Perfumery, 
cosmetics etc. 

0.4 

04 

3.3 

4.8 

Fertiliaere, 

manufactured 

164.2 

123.6 

1239.3 

762.9 

Explosives and mis¬ 
cellaneous chemical 
materials and 
products 

84.5 

115.7 

556.9 

598.8 

Miscellanedus 
chemical materials 
and products 

67.9 

100.6 

452.9 

461.0 

Manufactured 

goods classified 

chiefly by nwtsvial 1453.2 

1946.0 

7684.5 

8621.9 


m 
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PHk#? f^rV' •■-,»> '?* *:■ wi|fei»^^;<-.. tspjiik;' 'iwmm 


ip'\r«-*'^_ , 

'KH^I^ ratmdac- 
■ ttjied Jtttici^ 
n « « 

Wood «iid cork 
'.niMurfactuites 

V«wew, plyiwod 

4tC. 1 

!«]»eri pa|»eitioard 
ii mBnufactum 

iZ* 


''"tti^ wd 
.^aiMbpard 

a dte jlirt, i^tks, 
Hup aiticlM and 
dnied {»odacti 


17J0 

115 

I 

It 

3J 

7&« 

73-3 

121.4 


t7.« 


7S«« 


Textile yam 
.nod .thread 

94.2 

Cotton fabric* of 
ataadard type 

1.3 

Textile fabric* of 
standard type 

24 

$necial textile 
fiibric* 

23.1 

Made-up arttrles, 
wholly or chiefly 
of textile 
materials n e 1 

04 

4on>metsllic mineral 
nanufactures, n e » 

49.7 

Lime, cement and 
fabricated building 
matenalt 

0.1 

Clay construction 
materials 

13 3 

Mineral 

manufactures 

26.5 

Glass 

58 

Glassware 

39 

iilver, platinum, 
jems, jewellery 

11.6 

Precious and semi¬ 
precious stones 
and pearls 

58 

Base metals 

1160.0 

Iron and Steel 

671 0 

Copper 

101 4 

Nickel 

24 8 

Aluminium 

50,9 

Lead 

38 8 

Z'nc 

85 9 

Tin 

75.7 

ManuLneture of 

Metals 

1101 

Machinery and 
transport equip¬ 
ment 

2889.5 

of which 

Power generating 
machinery 

513.7 

Agricultural 

machinery 

8.7 

Metal working 
machinery 

342.2 

Mining, construction 

and industrial 
machinery 

ino t 

Electric machinery, 
apparatus and 
appliances 

602.1 

Transport 

equipment 

262.3 

Road motor 
vehicles 

194.7 


14.3 

88.9 

65.5 

4.1 

m 

19.2 

■■* 2.6' 

12-4 

11.1 


479,7 

520.8 

12Sil 

, 4mo 

588,3 

144.2 

SUM 

837i 

122.4 

’441.3 

547.4 

2.2 

3.7 

. 9.2 

3.1 

5.6 

1«.6 

15.4 - 

56.4 

60fi 

1.0 

3.5 

3.3 

53.7 

215.0 

246 5 

0.7 

5.5 

12.5 

22.7 

49.6 

77.4 

20.3 

too 1 

100.7 

5.9 

36.7 

33.0 

3.6 

22.0 

20 9 

14.0 

66.0 

94.8 

11.4 

50.6 

83.4 

1390 5 

5645 1 

6292.6 

733 4 

3597.4 

3665.7 

391.0 

337.7 

1185.6 

13.1 

51.3 

56,0 

139.8 

313 3 

561.7 

24.9 

131.9 

1198 

62.7 

.393 4 

396 8 

16.2 

275.9 

262 9 

196.8 

651.2 

733.5 

3403.7 

16592.2 

16064.3 

297 3 

1712.9 

1776.4 

9.0 

68.2 

35.7 

318.3 

1813.6 

1489.0 

1527 2 

7284 6 

6933 2 

497.4 

3478.0 

2477.6 

712.3 

1982.2 

2992.0 

320.3 

1027 6 

1198.4 


^ntMwfadktfwi; 
■ntnlm ' 

Saaltuyf pltunbing, 
bntling fiiid 
tifbtlag fixture* 
Profonional 
inMnuBenu, 
opiictJ gtXMA 
clock* etc 
Printed matter 
Manubutumd 
ortictw 

HMCcUatMow 

HkwwndttfMt* imd 


n c X . 

«/., 

PmuI package* 
Retiinted good* 
and epecial 
tmiuactions 
GRAND TOTAL 


155.1 


3.3 


81.8 

27.7 

40.3 


39.4 

6.1 


3.3.3 

8160.2 


4.0 


124.0 

22.4 

74.9 


.470 

22.3 


24;7 

9024.7 


9611 


Source : Department df Commercial latelfigence and And** 
tic*. 
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{Rs Crort$) 


' 

Reserve Bank 

Nov 29 

Nov 22 

Nov 1 

NovBA, 

I 

Note circulation 

2265.05 

2275.59 

2243.92 

.2071^ 

2 

Rupee coin 

120.45 

119.34 

120.95 

124.65 

3 

Deposits 




J , 


(a) Central Govt 

71.14 

73.05 

48.68 

57M 


(b) Other Govts 

11.19 

11.62 

7.37 

10.23 


(c) Banks 

81.07 

87.43 

101.10 

70,52 


(d) Others 

166.41 

165.53 

163.77 

162 to 

4 

Foreign securities 

92,46 

92.46 

92.46 

88,08 

5 

Balance abroad 

10.59 

10.34 

7.31 

5^55 

6 

Rupee securities 

1959.31 

1959.31 

1939.31 

175829 

7 

Investments 

246.36 

273.30 

230.10 

213.29 

8 

Loanb and advances 





to Govts 

58.84 

58.30 

64.22 

33.78 

9 

Other loans and 






advances 

144.79 

139.63 

138 65 

132.02 

Scheduled Banks 

No4 22 

Nov 15 

Oct 25 

Noy«l, 






*62 

1 

Aggregate 






Deposits (net) 

2237.35 

2230 94 

2233.56 

2043.St5 


Demand (net) 

971.98 

970.42 

974.75 

80511 


Time (net) 

1265.37 

1260.52 

1258:81 

1238.84 

2 

Cash in hand 

57.43 

53.86 

56.46 

48.23 

3 

Balance with 






Reserve Bank 

82.88 

92.82 

11377 

78.62 

4 

(2) + (3) as % 






of (1) 

6.27 

6.57 

7.62 

&2l 

5 

Borrowings from 






Reserve Bank 

0.46 

2.25 

1.88 

1.68 


(a) Against usance 






bills and/or pro- 





missory notes 

— 

017 

— 

0.41 


(b) Others 

0 46 

2,08 

1.88 

1.27 

6 

Advances 

1246 07 

1244 05 

1237.66 

1149.78 


(a) State Bank 

240 25 

239,60 

233 87 

235.M 


(b) Others 

1005 82 

1004.45 

1003.79 

913.80 

7 

Bills discounted 






(a) Inland 

179,39 

181.19 

173.98 

159.94 


(b) Foreign 

57 27 

58 22 

57 31 

54 54 


(c) Total 

236,86 

23941 

231.29 

214.« 


( 1 ) State Bank 18.98 

18.69 

16.65 

17.27 


(ii) Others 

217 88 

220 72 

214.64 

197.21 

8 

(6)-f(7) as % 






of (1) 

66 28 

66.49 

65.77 

66.79 

9 

Investment _ in 






Govt securities 

771.75 

763.26 

759.34 

703.68 

10 

(9) as % of (1) 

3449 

34.21 

34.00 

84.43 


;rf 

(*0 

’ tj. 


in 


m 
. f 


2017 
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BOCK REVIEW 
Iticliiin Rotlticsi Anatomy 
Hitrrit 

SEEUAL ARTICLES , , 
ScSeictfSc Keaearcli anti ' the 
Btimaucroey 
— Afit Bhattacharyya 

Case for an Ombudsman in India 
— J E’ Monttieo 
Fanit Siee and the Economies 

«f Scdle 

— C H Hantimantha Rao 


Mid-Tetift. AppraimI of Third 
Plan — I 

FROM THE CHAIR 

■nie .Jay Engineering Works :Ud 

Ptew Central Jute Mills Co ltd 

AROUND BOMBAY MARKETS 
ImppBSsive Recovaty 

business Notes ' ^ 

Delhi' Cloth and Oeneral MUls 
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current STATISTICS' 
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20S1 

209S 
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2039 

2041 

204S 
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, wiitra t i>r , httye^ ‘ 

'' W iMmI; iw 

toT trft^m 
't^M eomsittee 

puty.to diseum'jplanii^,\^i^iBs.'WMmeMdi4f' ^ 

of titliicfi decided to. wt tl^' a pf ‘ ' 

review Ac impieroentetion isif, ' 

^uatereat in pt^aning and ih t] ^ 

■ .But „Ae 'deciekin tp ^et 
review jof lthp 

influential nieinbei« Ijie Sfihiri Hanami 

mission slioutd coaiait of only 8enioil,'u_..__^__ , 

Shri A)it Pmsad Jdin tfeM a H^e 
those ia chaise of Ae econteRin dq^fiEiw " ^ 
ciated with the Pksnning GiMiniiMbn 
showed that Ao PariiauMBt <be ihten , 
not understand wbw it is ail ^dt. 'Jttoe' . 

raised by Sm Renuka Rpy when ihe sait^JW'B wdSl 
betMr if As PlamdnE Comihiisston hm" apt' 

Cabinet but as a pknning body ih Ae'lNol^t 
Wondered why as niany a« five; Cabiito'Adimiifeii ah^ 
of the Plannteg' CimimiSsIbn. Btfl 'dld;'^iBd^^ 

tliere Was li^e disagreOraeflL hpRoyOr* ^n 
is in the in^imnentatipn that plann^g.,, nadf laiieA 
Nehru attempted a feeble defenefe and pleadet). ijMt 
' of the Plan Aould not bo ignored or 
by the failures.' It, did apt #o very far,, NpjA«P w Sih ^ . 

maefaari for that matter, Aongh his ptaa & jiipst ciiUteiip4Ag.,«^^ 
and aAard-hitting one. Pandit NeJiru did |aot - <Iii|iiW'|»t*OiR 
— whether it was planning that whs fantfty or ila impIPAent^ticip^ 
in a refleotive mood, AopfA* alohti; , . ' • ,, •. . 

'“Normaiiy, the planners proceeded on a Aeoretkal 

reooQHtiended Ae ejqMtnsion of prodoctAm m'fiidda wbent b<»K>>vi_, ., 

could be obtained. That may be very'dagical 

more, but it »' not very human, cowidering, the site of lySaV^*' 

He ha'til btgun to think more rad Abre of AfaljaAia GAi^^’s\'q^Otd^<f'v;^;l 
in this matter, be added''but did' nbt di>hctu.dei' It Wa* nlnnejfiAtAiiifllS^ 
'Section, for Nehru knows 'as well'as.Ae’,'bites'AatB-bi 
' him to cut •throi^ ^ maae'lto, tms MbmpiS’'' 

.bjgitvjgpewv, ...yt -• 

, v't S.f^'Jdt'iof'^'Miectiosi 'poiais; uffleial%ly:ito::ABi,‘?afe||: 

■ 'a*a*nfy'.*AevPl#»*iamea£."goBs 'w^,. ^?iW»ti*»''a»eWlr^^‘ ^ 

-^n bnh'R 8ttKtbgy'of/«ednosnig dhueh^roadb'CiAd 
'.pQsisideiad stnRc^' which ihg' haen cme^fy Aoagltt'«i)l||l 

A 

J'li 
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however, only to the broad «trah^ 
of the Plan, and not to the detailed 
w^ittg out of targets and ensoxii^ 
ini^l^leinentotion, in both of Mfiiiob 
the Planning Connnission has sig* 
nolly failed. 'Indeed, judging from 
what is published, ^e Planning 
Comxniaaian hat not yet addressed 
inelf to its proper task. It is still 
cogitating and toying with the idea 
of doing things a little better. 

In the recently published out¬ 
line, “ The Planning Process ” 
based upon the paper submitted by 
Shri Tarlok Singh to the Group on 
Planning for Economic Develop¬ 
ment set up by the United Nations, 
what the Planning Commission has 
to do is set out lucidly in a man¬ 
ner which can hardly be improved 
upon. But let no one think for a 
mtunent that the Planning Com¬ 
mission is actually doing any of 
these things. The present position 
was stated candidly enough by Shri 
B R Bhagat, the Minister for Plan¬ 
ning, in his reply to the debate, 
when he admitted that “defective 
planning had led to over-fulfilment 
of financial targets while physical 
targets had recorded shortfalls”. 
The Planning Minister accepted 
the criticism that the techniques of 
planning were faulty and admitted 
that “the Commission had not rea¬ 
ched a high level of expertise” — 
not even after these twelve and 
half years of planning! There was 
some consolation, however—“Plan¬ 
ning was gradually becoming more 
sophisticated”. “The Planning Com¬ 
mission was examining its methods 
of working and there was no doubt 
that better techniques of planning 
would be evolve^' (italics ours). 
Mere .sophistication, one may be 
pardoned for saying, would not pro¬ 
duce results, and when are the 
better techniques of planning going 
to be evolved? What holds bock 
the Planning Commission? Tlie 
problems are now age-old, the solu¬ 
tions are nowhere in sight. The rri- 
ticism of Professor D K Gadgil of 
the agricultural targets that “neither 
the physical targets nor the mone¬ 
tary values had been built up 
through anv realistic examination 
from below” is as valid today as 
it was when the Laski Memorial 
Lectures were delivered in 1958 

The Planning Commission floun¬ 
ders helpiaiBly because, to begin 
widi»' it is no exnert body com- 
the confidence of the na¬ 


tion, It has betmme a eineewte for 
unsuccessful polhiciihns who out¬ 
number the m^rts. And does it. 
need so many Cabinet Minivers? 
What new iuiowledge or how mach 
of fre^ thiiddng are they able tp 
bring to the process of planning? 
True, logic htt to be tenured by 
commonsense. TTie Planning Com¬ 
mission bos ceruinly attained a 
high stature though it is neither a 
statutory body ■nor is it created 
under the ConMitiition. And this 
stature it could never have attained 
if it did not have the Prime Mini¬ 
ster as its Chairman. Perhaps one 
may also concede that the presence 
of the Finance Minister as a mem¬ 
ber makes for easier acceptance and 
implementation of the Plan. But 
why any others, unless it is felt 
that the presence of the Prime 
Minister and the Finance Minister 
is not enou,?;h for the closest co¬ 
ordination wiih the Cabinet? In' 
that case, the Deputy Chairman, 
who is the chief executive of the 
Planning Commission, should be 
found a seat in the Cabinet And 
that should not be too difficult for 
the Congress party to arrange 

While the Planning Commission 
plans, it 18 the Government which 
executes. That is the theory. Facts 
are very different. The dividing line 
between the two gets increasingly 
blurred with the result that plan 
performance suffers. So much has 
agricultural planning suffered from 
this that Professor Gadgil, was 
led to remark at the time of the 
Second Plan that “Looked at from 
the point of agricultural planning 
there exist* a good case for the 
abolition, at least the suspension of 
the activities of the Plannrng Com- 
rni.ssion and placing the work with 
a Policy Committee of the Cabinet”. 

A small and compari Planning 
Commission with the highe.st techni¬ 
cal expertise that it can command 
would nevertheless be able to do 
little unless it has the assistance of 
a small body of hand-picked tech¬ 
nicians. Instead, the Commission 
has a sprawling secretariat which 
goes On expanding while the level 
of its competence declines in an 
inverse ratio. 

Why the Plan fail* is no secret, 
least of all to the Plannine Com- 
mission, The—target* neither, in 
agriculture nor in industry are 
worked out in adequate detail, and 


' ^ thia % done, 

consistency nOr their attafnab^ity 
can be ensured with any'degree ia 
, certitude. 

The exchange cii^' whi^ 
present Finance Minietor had 
been instrumental 'in pre(%itaii^g 
saved the Planning CotamiMian 
from the sort of inquisitioa over 
the Second Plan to whitdi It. has 
exposed itself today. Tlmn tfae 
immediate problem was to rave the 
hard-core — which was never de¬ 
fined — of the Second Plan, so no 
question ever argse of checking the 
performance against the targets 
set. Planning techniques have not 
progressed to any extent since 
then. The industrial targets are 
just the same notional figures which 
have never been worked out, result¬ 
ing in wide divergence between in¬ 
vestment and output. Neither 
have agricultural targets been 
worked out even today in any mean¬ 
ingful manner from bottom up¬ 
wards. 

In the publication referred to 
earlier, all this is set out clearly 
enough “When a Five Year Plan 
is approved, large parts of it are 
already carefully elaborated, but 
m the expenence thus far, some 
parts of the Plan, including a pro- 
jjortion of the larger projects, are 
rot at the time worked out in ade¬ 
quate detail Consequently, the Plans 
have tended to be somewhat weak, 
at any rate in the industrial sector, 
in the technical and physical phas¬ 
ing of programmes and in mutual 
tonnertions and phasing as between 
related targets of the Plan”. Thus 
far there is no dispute. Dispute 
arises about what follows. “These 
aspects arc now receiving much 
greater study and wiH call increas¬ 
ingly for the employment of more 
complex tools of planning gomg 
well beyond the detailed studies 
now undertaken for the formulation 
of sectoral plans and their coordi¬ 
nation inter se”. How one wishes 
that all this were true! 

It is strange that Parliament, 
overwhelmed by the failures in the 
agricultural sector, should com¬ 
pletely overlook what ig the more 
damaging revelation of the mid¬ 
term appraisal, the failure in the 
implementation of the public sector 
projects. Alas, for this, the wea¬ 
ther cannot be blamed, *001 the 
States nor the pig-headedness of 
the Indian peasantl 
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Limits erf' Self-Soffieieucy 


(i»t Calcutta Correspondent writes: 

Shri ^ubramaniam bSs 
- -jwt mads up bt# mind on w'tiat 
stftlld be wishes to take on the 
Eooxth Plan or he is deliberately 
e^vocaitng. He^ cannot in the 
pame' bte^ ask for planning 
“wirfi an ample margin” — a not 
vety clear phrpse — and also warn 
against unrealistic targets which 
will lead, as he conceded, only to 
“avoidable disillusionment” Is this 
to be read as a plea for two sets of 
targets in relation to the basic indus¬ 
tries like steel and coal? If so, it 
would imply that we go ahead with 
advance planning on the basis of 
demand estimates corresponding to 
the desired rate of income growth— 
7 per cent a year has been proposed 
tor the. Fourth Plan — but trim the 
objectives to what resources permit. 
Up to a point domestic resources 
may he regarded as elastic, but we 
cannot at the present stage of 
growth overlook the foreign ex¬ 
change constraint. 

Shri Subramaniam doubtless know.s 
how severe this constraint is, and 
hence the emphasis he has been 
placing upon an accelerated advance 
towards self-sufficiency — in inlei- 
mediate goods like steel and non- 
ferrous metals, in capital goods for 
basic indiistnes, and in technical 
know-how. Last week in (.alcu.ta. 
he firmly disassociated himself from 
those starry-eyed optimist> in New 
Delhi’s top echelons who assume 
continuance of massive external as- 
skstance to underpin India’s efforts. 
As he said, the queue for aid i*- 
getting longer every year as more 
and more Asian, African and Latin 
American countries lake up long¬ 
term development plans the imme¬ 
diate effect of which is to raise their 
import needs above their export 
capability. 

Beyond this level of generalisation, 
Subramaniam’s reaUsm seems sud¬ 
denly and inexplicably to give way 
Day in and day out, he has been 
harping on indigenous equipment 
manufacture for such industries a« 
steel, in relation to Fourth Plan 
targets, although he must know that 
the contribution from the Indian 
engineering industry can at best be 
only marginal in the next five or 
seven years. This holds true even 


though the Heavy Engineemg Cor¬ 
poration's complex of pianl^ was 
inaugurated with a flOunrfi at Ran¬ 
chi last month. During the cere¬ 
monies, the draping whi<^ covered 
the monument (highly inappropri¬ 
ate and unaesthedc, but We will let 
that pass) to Indo-Soviet frimdship 
fell away leading to an outburst of 
the famous Nehru temper. Probably 
Nehru himself accidentally activated 
the device set for the formal open¬ 
ing, but this was in a way sympto- 
' matic of the unpreparedness and 
confusion that prevails in Ranchi 
just now. 

.According to the Corporation it¬ 
self, progress civil engineering 
and structural work in the four 
zones of I he heavy machine building 
plant on Match .’ll, 1963, wa.s ; Zone 
I 89 per rent. Zone II and 111 55 
pet cent, and Zone IV 20 per cant. 
It M to he nol^ that Zone I, where 
progress has been the greatest, con¬ 
sists only of the building mainten¬ 
ance and box-making departments, 
reiuial rough forging and casting 
store, and the motor garage (!) but 
no production facilities. These 
details are given to show (although 
this IS hardly necessary) that even 
the niadune-huilding part of the 
complex — the other two projects 
at Hancln aie way behind — is still 
lai Iroiii completing civil conatru- 
itioii let alone erection of equip- 
iriint and then its commissioning. 
Admittedly some equipment has 
been in.'talled and is ready to be 
worked. It is only sensible to get 
them stalled to try them out and 
train up workers, but to talk just 
now of pioduclion from this plant 
it totally misleadiug. The utilities 
like steam, oxygen, gas and power 
sub-sta^ion will be ready only by 
the second half of next year. 

Another distressing aspect is the 
delay of the foundry-forge part of 
the project which is to provide tlie 
machine-building plant with its 
s'arting materials — castings and 
forgings. No moie than 300 tons of 
structural steel are yet at site out 
of the 40.0CK) tons needed — a stri¬ 
king measure of the work that re¬ 
mains to be done to complete the 
constrirtion of the plant. In nor¬ 
mal course', the foundry-forge 
should have come up first hut in¬ 


stead it is trailing behind the ma¬ 
chine-building part by two yearn. 
There is talk ol importmg forgings 
and coatings from the USbR durbqj 
the interim period but what about 
the cco^ileting et^uipment required 
to put machinery made at Ranchi 
to work, eg, electric motors. The 
sources of supply have yet to be 
esubliahed, the presumption being 
that the Hardwar heavy electrical 
plant (for which the detailed pro¬ 
ject report has only recently been 
signed) will fill gaps in the limited 
field it will cover. But what about 
ait the other gaps from raw mate¬ 
rials to sub-assemblies to finished 
components ? It was Shri Subra- 
maniam himself who disclosed that 
the import requirements of Bhopal 
Heavy Electricals will be Rs 30 mo¬ 
res over the five-year period 1966- 
71 if it is to produce Ks 20-30 mo¬ 
res of equipment each year. The 
import requirements of the heavy 
engineering complex will obviously 
be much heavier, a factor which 
comes m the way of planning of 
production from it because compon¬ 
ent imports are notoriously more 
difficult to arrange than complete 
plants paid for out of project aid. 

The point in dwelling on Ranclii’s 
diffirulties is to underline the very 
real hurdles we have still to cross 
before a significant proportion of 
plant and equipment for basic in¬ 
dustries can be produced in India. 
Viewed in this light. Shri Subrama¬ 
niam’s claims are rash and decided¬ 
ly premature; they raise expecta¬ 
tions which are impossible to fulfil. 
It follows, therefore, that the task 
taken up for actual execution (as 
distinct from advance planning 
“with ample margin”) should pro¬ 
ceed on the basis of realistic esti¬ 
mates of the import content of deve¬ 
lopment. To start on more than 
what can be accommodated will be 
to repeat past mistakes when avail¬ 
able exchange was too thinly spread 
to make quick progress on any pro¬ 
ject. This is not to question either 
the strategy which requires rapid 
progress towards self-sufficiency in 
capital goods or the need for the 
maximum piossible rate of growth, 
but to urge that what is started 
should not get held back half way 
for want of resources. 
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IlUR 'plea for caution i^ 
of new projects has an ^hothbtfB 
corollary in relation to those already 
eitisttrtg or under cohstrutti'on, Shri 
Sahramaniani's Ministry is credited 
With the idea of setting up additional 
■WrachiiTC-building capacity for n\e- 
tillur^ical equipment either by 
setting up a new plant or by doubl- 
ii>g capacity at Ranchi, The reason¬ 
ing behind the idea is that Ranchi 
'Will supposedly turn out equipment 
for a tniiiion ton ])iant but since we 
should add to steel rapacity at 2 


•*^1' ' 

apA i^iur 0 yeir, wat'wiH obviously 
neea Twlcd Raflfehi’s' designed out¬ 
put. But, as shown above, Ranchi’s 
production will bring no real bene- 
ilt unless the supporting industries 
are developed to supply completing 
equipment. Again, a million ton 
steel plant requires 105,000 tons ol 
mechanical equipment alone of 
which Ranchi is designed to supply 
Only 60,(X)0 tons because the rest 
must come from specialised plants. 
What is the point in duplicating 
ifjachine-building until some steps 


ate taken first to ensure tfa^ die 
45,0(X)-ton gap is closed? Hie 
deliberations of the sub-comniittee 
(or is it a working group ?) which 
has been going into this matter sad¬ 
ly lack in both a sen.se of purpose 
and perspective, as anyone looking 
into records of the discussion can 
see for himself. One hopes that 
Shri Subramaniam will stop to take 
some outside advice before jumping 
to conclusions on the basks of such 
half-baked studies. 
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Wastage m Technical 
Education 

'pHE wastage in education which 
' ■ troubles Professor D S Kothari 
is the wtts'age at the university 
stage as measured by the high pei- 
centage of failures at university 
examinations It is hut natural and 
al*) right and proper that Professor 
Kothari should be concerned about 
it, for as the Chairman of the Univ¬ 
ersity Grants Commission, it is his 
task to raise the level of univiTsity 
education in the country. In his 
very first public pronouncement as 
the Minister of Education, Shri 
M C Chagla expressed deep concern 
at the high rate of wastage in the 
engineering colleges and polytech¬ 
nics. The erlteiion of wastage that 
he employed was the same as that 
of Professoi Kothari — percentage 
tif failures in examinations. 

Yet compared to what it is in the 
arts and science coiirse.s m the univ¬ 
ersities and colleges taken as a 
whole, the percentage of failures 111 
the engineering colleges and poly¬ 
technics is, not high at all In fact, 
it is about the lowest, being only 25 
per cent for engineering studies 
and 50 per cent for students of the 
polytechnics. The average percent- 
, age of failuies in B A, B Sc,. B Com 
examinations for all the Indian 
universities- taken together is con¬ 
siderably above 50. The wastage in 
technical education, nevertheless, i.s 
deplorable, especially when the 
country's re-sources -are under great 
^gtrain. And ag he was addressing 
the All-India Coimctl lor Technicsil 
Education, what concerned the Edu¬ 
cation Minister was the wastage in 
technical education. 

Now the daily papers which car- 
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ned th» Education Minister’s ad¬ 
dress, published on another page in 
the same, issue the results of the 
S S C Examination held in October 
of the Maharashtra Education Board 
The average percentage of failures 
were not reported but one can in¬ 
fer what it could be from the news 
that the centre which headed the 
list had a pass petcentage of 48.1 
and the centre which fared worst 
had a percentage of only 19.56 
This is at the school-final If one 
goes farther down and tries to as¬ 
sess the wastage in primaiy educa 
tion. what does one hnd ? At this 
lowest stage, the wastage would call 
for more meaningful measurement 
than is provided readily by the per¬ 
centage of passes and failures. The 
real measure of it would be the ex¬ 
tent to which primary education be¬ 
nefits the recipients, the percentage 
of those who lapse into illiteracy and 
those who eventually go up to the 
university stage f)f those who be¬ 
gin the race at the primary stage, 
how many drop off, Unequipped to 
face life’s struggles, how many sur¬ 
vive the course and are able to 
turn iheir schooling to some 
earthly use? 

The reasons for the wastage in 
technical education are easy enough 
to detect and should not be too 
difficult to rectify. There is a serious 
shortage of teachers, admission pro¬ 
cedures and teaching methods are 
faulty and the system of examina¬ 
tion is antiquated. The Minister ap- 
Iiroved the suggestion made by the 
Working Group on Education for the 
Fourth Plan that the Central Gov¬ 
ernment should assume responsibili¬ 
ty for training teachers for polyte¬ 
chnics. There is also need for re¬ 
organisation of the courses, for a 


better curriculum and for proper 
textbooks, and, he suggested to the 
Council to consider the feasibility 
of setting up a first rate research 
institute to investigate these issues 

investment in Man 

BUT why for technical education 
alone ? The need for educa¬ 
tional research today is very great 
indeed and so much more urgent, 
because it is not one which attracts 
much public attention or excite.s 
large number of people. This is one 
of the areas where the Education 
Ministry at the Centre would he 
fully justified in taking the initia'ive. 
And the Union Minister is not the 
ministei for technical education only 

There is a keener concern about 
scientific and technical education 
because trained scientists and lech- 
niiians in adequate numbers have 
to be turned out to meet the require¬ 
ments of jilanned development. No 
one has lo aigue any more the uti¬ 
lity of investing in science and 
technology But first things must 
come first Befor'e there can he 
‘ Investment in Science ' there is to 
be ■ Investment in Man “The pre¬ 
requisites for investment in science 
are, first, scientists, and, second, a 
public opinion sufficiently well in¬ 
formed and enlightened to civc 
financial support lo scientists. Both 
these prerequisites are acquired 
through education To invest in 
science you have first to invest in 
man” It is as simple as that, as 
Sir John Cockcroft put it in his pre¬ 
sidential addre.ss to this year’s meet¬ 
ing of the British Association for 
the Advancement of Science. 

After all even Alfred Marshall 
had never any doubt in his own 
mind that the most valuable of all 
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States f«t>w ci.Ci^. 6^ ^ 

iifi d«^ tct cooaomite and to ^ Cwpat^ mani< 

reatG^i in lit* ewry day «|' non>committal; 

diMlaim the need ^ <* 7 j,e quastbn of integration of 
^ pmnary educ^Km because it (^ Into the adjoiniug territory 

iws ^ upmeibate productrve value, has been raised. The Government 

^./Flibbertigibbet haa done in thu ©f India has made it clear that 

is short-sightedness which ie the future of Goa and whether it 

f^tal. for any ^rountry aspiring to should be merged into the adjoin- 

^lopment. True e^ugh, literacy i„g territory of Maharashtra will 

is W>t. educ^on, it is only its by- h^ ultimately decided according 

prpdnct. Hence the need for im- to the wishes of the people of 

proving the system of schooling Goa. For the present, this ques- 

the village school upwards. tion does not arise, as we have 

Tnat is very far from saying that stabilise and strengthen the 

there IB no for any further ex economy and facilitate the chan- 
psuifilon of primary education at this ggg taking p!acc because 

stage. Development can wait, but of the in egration of Goa in the 

education cannot In fact, develop- Indian Union”. 

ment bos to wait until there is ™^- i , 
j This attitude was obviously dicta- 

eottcauon. embarrass 

Goon's Verdict the Central Government and the 

PREE Goa\s first elections have Cong^;** High Command. But Con- 

JC 1 1 * ’ r gress leaders m Goa Ihemselvcs had 

been inconclusive insofar as n • l ^ •s. i * ..l 

no party has won an absolute majo- 

rity of seats - though the Maha- I" 

rashtrawadi Gomantak with 14 seats *" November, a 

out of 30 is likely to form the Congressmen, includ ng 

Government with the support of 2 vice-nres.dent and secretary of 
independents - but they Lve e.ta- 

birshed beyond doubt that the moat P.‘''*y complaining that the situa- 
;w,r,„rfor.t *'0" statids today only ensures 

npnn’B^*wa« iIia nnlitir Iff f the failure of the Cpngrcss in the 
peop.e was the political future ot , .. rv,., , 

Ihe territory. The elections, in J 

/ , *1 u c 1 u- prestige and makes the battle easier 

fact, took on the shape of a pleb,8- }„/,,^bHshed raacrionaries and 

e Ir'" "" anti-nstional forces”. Some of the 

"it MXJih.r'’"”* ioi™. ih. M.W 

rashtrawadi Gomantak. Later on. 
Not that Goans did not have however, a few of them rejoined 
complaints against the Central ad- (fi,, Congress after persuasion by 


minwtra ion of the territoty during 
the two years since liberation. Pri¬ 
ces have gone up, a measure r>f eco¬ 
nomic austerity has been haphazard¬ 


ly imposed, import of consumer seats. 


the Congress Genera! Secretary, 
K K Shah, who, incidenta’ly, was 
the one who had claimed that the 
Congress ■would win 18 ol the 30 


goods has been reduced to a trickle , . „ . 

and-at least one leading Congress- /" 

_ . j. i j valence, the other two psrties took 

man has threatened to clamp down definite positions: the Maharashtra- 


prohibition. The administration, pro¬ 
bably no more slothful, inefficient 
or bureaucratic than elsewhere in 
the country, irked the Goan used 


wadi Gomantak for merger w'th 
Maharashtra and the United GoaPs 
for separate statehood. The split 


couiuxy, irKca .ne .,oan usea was-sharply along 

imherto a minimum of governance, the Christians 

Ihese complaints were reflected in /ae __ r 

, ,. o- (o5 ppr cent of Tiopulation) vorng 

populai; disaffection with ihe Con- -- ' - ■ - 


for the United Goans apd the 


gress Party though, technically, it (^0 per cent) supporting 

no more associated with the the’Gomantak. This was not sur- 
administration than any of the otfier pj.jgj^gr since the ChrMt'ans under- 
parties.- ^ ...... ^..andabJx, ftsa£.tfujt merger with 

“fJoweyer,' it was not this thgt Maharashtra -would mean the end 
caused' the Congress rout, but thg of their pre-eminence in the terri- 
fact.;thjd amona; the three principal tory’s -public life a legacy of 
c on tenders ip the election it alone .^ PortU g ueae. xolocial rule. - - 




- C(»vwmrocirt,>iTO^ 

lag. A* fdxae Minister, have alwgj^ 
maintaum that the future admigff 
stratine set pp for Goa will be do* 
termioed aocordbg to the "wtsW 
of the people”, well, the people 
have now repressed their wish: 40 
per oent of those who voted want 
merger with Maharashtra and 28 
per cent separate statehood. Maluy 
rashtrawadi Gomantak leaders, pre¬ 
paring to form the Government, 
have declared that they would go 
all out to achieve their objective, 
while the United Goans have threa¬ 
tened to do everything to prevent 
Goa’s assimilation into Mehsrashtra. 
What does the Central Government 
propose to do? Finding the contend¬ 
ing forces more ot IcM even^ 
balanced, the temptation tvil) 
continue the status quo — a coiine 
unequivocally rejected by more 
than two thirds of those was voted 
in the elections 

free Kenya 

YOMO Kenyatta’s rallying call to 

his people consists of the words 
uburu (“freedom”) and harambkee 
(“let us pull together”). Freedom 
has come to Kenya and with it has 
begun the hard task of learning to 
pull together. 

Independent Kenys’s immedtate 
problems all stem from the hetero¬ 
geneity of its people. The popula¬ 
tion of about 9 million has more 
than a sprinkling of Aslans 
(180,000), Europeans (60,000) and’ 
Aral» (34,000). The Africans 
themselves are split into some S(V 
odd tribes, culturally distinct and 
speaking different languages and 
dialects. The smaller tribes’ fear of 
domination has been a constam 
factor in the politics of Kenva and 
has been partly responsible for 
Kenya’s relatively fate entry Jnw 
independent Africa. Finally, there 
are the 200,000 Somalis in the 
northern-most part of the country 
who disavow being Kenyans at all 
and want to secede to the adjobi- 
ing Republic of Somalia, 

The Constitution under wbWh 
Kenya became free this Thursdays 
the product of much mutation, js 
designed to preserve the territortal 
integrity of the country and ty 
able the Central Government to 
maintsin law apd order while, at 
the same timer ensuring Ae tt'bes 
and the region^ a measure of auto¬ 
nomy. It provfdm for a bicameral 
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With *^wi«t Hoitte 

ed by un^versftl a4ult auffntge and 
atj uppd' Ho\iM to repKsent th«' 
regions. ' To safeguard regional 
ftiteresU the upper Houae » given 
TSpOcial powers in respett of bills 
to amend the Constitution which 
Wjuires a 75 per cent majority of 
both Houses except where the 
'amendnicnl affects the rights of in* 
dividualsj regions, tribal authorities 
or districts in vvhich case it will 
have to be approved by a 90 per 
cent majority in the upper House. 
The Constitution also privides for 
decentralisation of administration 
with Regional Governments which 
will derive their powers directly 
from it, not from the Central Gov¬ 
ernment in Nairobi. The seven 
regions into which the country is 
divided will have certain exclusive 
powers in such spheres as finance, 
law and order, local government, 
education, public health and control 
of agricultural land. The Constitu¬ 
tion is th* product of comprorhise 
between the centralist Kenya Afri¬ 
can National Union, Jomo Ken* 
yatta’s ruling party, and the regio- 
nalist Kenya African Democratic 
Union which reprcsenln some of 
the smaller tribes. 

The con.stitutional guarantees, how. 
ever, affect Kenya’s population of 
Europeans and Asians only formally 
How they fare under the new dispen¬ 
sation will depend on the attitude 
of the national Goi’emment and its 
abili y to keep under check sections 
of the African population less tole¬ 
rant than itself of the symbols of 
erstwhile political domination. The 
hOn-African sections of the popula¬ 
tion today occupy, for not unjustifi¬ 
able reasons perhaps, an economic 
position superior to that of the Afri¬ 
cans and the fact has to be faced that 
any Government concerned with the 
advancement of the Africans will 
find it necessary to discriminate in 
their (avour in employment, ihdus- 
tty, trade and so bn. This is un- 
aoidahle considering the very un¬ 
equal positions front which the Afri- 
caps and the non-Africans start,to¬ 
day. Race harmony in Kenya will, 
therefore, depend very much on a 
jmfllis'ic acceptance bv ,'jJfe,bon- 
Afrlcaru of the InevitabiJtj^H 

loM of privilege' 
tlie^T. economic 

Copstitvtiopal remedies Jl^lvide no 
sofu;ioi) to the ^tna'i question 
gijher. The Somulia had demanded 
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indeMttdeoce thay wiOuild b« 


inde{Mttd«Qce thay wiOuild b« flour¬ 
ed to aeciede and to iobi ^ ntafa 
body of their racial kin aenwa ^ 
border. The Government of Soma¬ 
lia naturally supports this demand. 
At present^ both the Kanu and the 
Kadu are ‘determined to keep the 
Somalis in Kenya. But such a 
course cati only lead to permanent 
friction between Kenya and Soma¬ 
lia — a possibility which cannot 
h“ regarded with unconcern by the 
Kanu Government of Kenya which 
is committed to fostering friendly 
relations and even political associ¬ 
ation with neighbouring African 
countries. 

Unyielding fertilisers 

^HE genera) consensus of opinion 
emerging from the deliberations 
of the ECAFE Conference on ferti¬ 
lisers was that increased production 
and application of fertilisers to the 
starving soil of the ECAFE coun¬ 
tries, which has been cultivated for 
thousands of years without proper 
nutrient, is one of the main steps 
for solving the problem of shortage 
of food in this region. For India, 
the Third Plan has set the fol¬ 
lowing targets of consumption of 
fertilisers to be achieved by 1965- 
66 : 

(Tp/u) 

Nitrogen (N) 1,000.000 

Phosphorous (P^O,) 40 000 

Potash (KjO) ' 200,000 

These targets are not likely to 
be achieved, judging from the pre¬ 
sent position of production and im¬ 
ports. The targets of production, 
import and total supply of nitrogen¬ 
ous fertilisers, which is the mam 
Item in our fertiliser programme, 
is given in the table below. 

It has been found through research 
conducted by the Indian Council of 
Agricultural Research that 1 lb of 


ttawsi tti |iie;ionlr jM 
grcliis, CiMth cro{«s Rka 
tdni potatoes, tea, etc, differ¬ 
ent types of responses. “iBe ratio of 
nutrient to the production of food 
grains ca'n be brought down to as 
low as 1:15 when premier modem 
agricultural methods are followed 
and the most scientific techniques of 
fertiliser utilisation are applied. 

It will be sedn, however, that in 
the years 1960-61, 1961-62 and 

1962-63, we have progressively add¬ 
ed more than 70,000 tons of nitro¬ 
gen as fertilisers every year hut with¬ 
out any response in the form td 
growth of food grains production in 
the country. Before fertilisers are 
accepted as the major means of in¬ 
creasing our food grain production, 
the reason for the disappointing 
progress of food grain production 
in spite of the use of increasing 
quantities of fertilisers should be 
investigated properly. The poor res¬ 
ponse cannot be wholly explained 
by the lack of rains in parts of the 
country. 

High Cost 

F is not enough to produce ferti¬ 
lisers, they should bo made 
available to the farmers at econo¬ 
mic prices Ammonium sulphate is 
sold in India to consumers at about 
Rs 340 per ton against Rs 148 in 
UK and R.s 164 in USA. At the 
beginning of the Second Plan, the 
retention price of ammonium sul¬ 
phate produced at Sindri was Rs 
270 per ton and the pool price Rs 
315 per ton. In 1957 the retention 
price was raised to Rs 280 per ton 
and the pool price to Rs 350. In 
1959, the Tariff Commission, after 
an enquiry into a fair retention 
price for ammonium sulphate, re¬ 
commended that the retention price 
bb further raised to Rs 300. 


Production 


Availability of Feriilisen 

(Tons of Nitrogen) 

Imports 


Ideck-ei — 99,928 — 121 090 221.018 212,638 370.000 

1961^2 140,000 145 820 260,006 140.500 286 320 280,598 400 000 

i«62-63 200,800 182,258 325,000 242,597 424,855 360,944 525,000 
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>iK«gt«$B^ l^uqr^ in pricf 

biu limlwti^ ^ gr^a 

{Production cost of anuao- 
ninia sulpfaate has gwie up because 
cl IriisO in tbe price of raw materials 
and deteiToration in their quali^. 
Deterioration in the quality of mats' 
rids like coal and gypsum has re¬ 
sulted in a higher consumption 
ratio per ton of ammonium sul¬ 
phate than anticipated in the de¬ 
sign of the equipment. The cost of 
packing materials, i c gunny bags, 
have also gone up, causing an 
increase of about Rs 50 per ton of 
ammonium sulphate. The fact is 
that there is little possibility of an 
appreciable reduction in production 
cost of ammonium sulphate as long 
as the gypsum process is not re¬ 
placed by the direct neutralisation 
process. This is only possible 
when the pyrite process for manu¬ 
facture of sulphuric acid is deve¬ 
loped. 

The cost of production of ferti¬ 
lisers can be reduced by: (a) pro¬ 
ducing fertilisers with high nitro- 


, iuclr «gk .iniNif 
wtwkmdtua iutrate, etc; (B) Beltot> 
ing the sites for the new ferdhser 
projects carefully so tlut the mini¬ 
mum cost is incurred on transport 
of raw materials and finidied pro¬ 
ducts; (c) shifting to petroleum- 
based production, since it is well 
known that the capital as well as 
current costs of plants based on 
coal and on electrolysis are much 
higher than of those based on pet¬ 
roleum and natural gases. 

The Planning Commission's study 
team has recommended a target of 
2 million tons of nitrogen and 1 
million tons of phosphorous ferti¬ 
lisers for the Fourth Plan. It has 
suggested an investment of Rs 264 
crores on four new nitrogenous 
fertiliser units at Udaipur, Rihand, 
Goa and Madras, besides Rs 24.5 
crores on the expansion of the 
existing public sector plants at Nan- 
gal and Sindri. It is presumed 
that the proposed factories at Goa 
and Madras will be based on pet¬ 
roleum naphtha from the refineries 


•t Btpdiim; Co^in and VlMkh:^ 
patnanfi But the selection of IJdgit 
pur and Rihand as sites is difficult 
to understand since the petroleum 
raw materials will have to be 
transported from the Gujarat oil 
fields to Udaipur and from Barauni 
to Rihand. ‘ Moreover, the recom¬ 
mended capital investment of Rs 
264 crores for four fertiliser facto¬ 
ries seems to be very much on the 
high side, being double the invest¬ 
ment on, say. die Trombay plant. 
The Fertiliser Corporation’s coal- 
based factory at Korfaa, Madhya 
Pradesh, also appears to be an 
expensive proposition and the site 
selected is not very suitable as it 
IS far away from the main con¬ 
sumption points. Shri Subrama- 
niam's announcement at the ECAFE 
Conference that two fertiliser facto¬ 
ries will be put up in every year 
of the Fourth Plan is no doubt very 
encouraging, but considering the 
cost estimates of the proposed 
plants, one U left in doubt whether 
this is a realistic target. 


Capital View 

The Police and the State 


Romesh Thapor 


this is the season in the Capital 
when the ruling elite attempts 
— at least, partially — to return 
the hospitality it received during 
the summer months from other 
ruling elites abroad Conferences 
and seminars follow one upon the 
other. Foreign VIPs arrive to ‘take 
in the sun’. Ministers pontificate. 
The ‘organisers’ make merry, win¬ 
ning support for mea'nmgless reso¬ 
lutions and amendments. 

And, so, through this rather plea¬ 
sant activity in the Capital, India 
is made to feel that she is still a 
leading member of the world com¬ 
munity. Tliis is good for morale, good 
for the democratic way of life. What 
does it matter if the truth ih very 
different. 

Critics Too Become Amorphous 

Only the other day the Prime 
Minister was inaugurating a seminar 
on world peace sponsored by a 
group of local parliamentarians. 
Innocent enough—but the Nat’ornal 
MaiTtist Association, comprising 
former Punjabi CPI members, was 
faiuqr outside Vigyan Bhavan shou¬ 


ting slogans to the effect that the 
participants were ‘stooges’ of the 
communists. Equally gullible foreign 
newspapermen concluded that Nehru 
was pushing India into the Soviet 
orbit, that perhaps this has been 
the mam motivation behind the 
so-called Kamaraj Plan. 

All very democratic, but, judging 
from the vague papers produced by 
the seminar, we are nowhere nearer 
world peace; only Nehru has appea¬ 
red on a ‘left platform’ — whatever 
that might mean — after many, 
many years, 

But, then, within a few days, the 
Prime Mi'nister wa» opening the 
Asian Population Conference spon¬ 
sored by ECAFE — something which 
could be described as ideologically 
incompatible with communist think¬ 
ing, national or otherwise, or so 
we believe for the moment. Nehru’s 
feeling;s about the need for popu¬ 
lation control also vary depending 
on. ^e success or failure of plan¬ 
ning at home — and failure is very 
inuch on his mind these days. 


In this manner the GDI, through 
the Prime Minister, moves frornf 
one amorphous position to another,/ 
This Ks, we arc told, democracy. It 
cannot afford to be precise. And 
the critics seem to have become 
willing victims of impreci.sion. Small 
wonder that the all-knowing obser¬ 
vers and commentators throw up 
their hands in despair and begin 
to react sympathetically to the only 
section which speaks clearly — the 
section compo.sed of ACCl, FICCI 
and AIMO, the letters which stand 
for the world of money, the world 
of business, the chamben of com¬ 
merce, the organisations of the- 
manufacturers. They have had a ' 
field day jousting at the Planning 
Commission because there were no 
communists or socialists or plain 
liberals to steal their thunder by , 
sharper appraisals of our failut^ 

Crowina Police Slate 

And, now, there is danger that 
another battle may be lost if the 
few independent men we have do 
not stir the national conscience by 
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fO^POPH‘WBBPwM'mp’pffPpiSIPII' 

lwl<^ «M« w^cb 1^ 
tbfr’Mtt bt^aiS lo wiftw«;.£iiitt«>' 
|mny i>«w6^ {»«wiiitiiw ^rtention 
jM%v«r», Mcurity pow^ ate piiilW 
up in the haara of Governing at 
p thus when demottatie or pope* 
iar iititltutiow to check and Mijwr* 
Iheee powers either do not ex* 
kt or ^vo moribund be* 

einiee of comipted patronage. Hie 
hi^ef, once widely held, that tho 
Prime Minister would prevent the 
misuse of these powers it also' dia* 
solvii^, and disMiving fast 

Gilly a few days ago, Delhi wet 
the scene of an incident which 
highlig^ed the kind of police ex* 
cesses wiadi take plate all over die 
eouttoy and which usually go un> 
noticeo. A peactful student agita* 
tion to get the Tibbia College, 


ite' hok^'fioi^ 
tS siMi^ ,intiBh»t Is a 
vdlw^ story in»n ^’iC^eaCta ’ tvhi^ 
has many ramificalhMk 

Sonu .three mondiB ego, a w^* 
known figure in' the advertising 
world was arrested following iei»a* 
tional duclosurte by someone from 
East Pakistan v^o had moved 
around India under various assum¬ 
ed names. Tlte Indian wa$ described 
as the master-brain of a Pakistaiu 
spy ring. Hie story bad all tbe 
trappings of high drama,. particu¬ 
lar] y amr the Calcutta police, said 
to be operating on the basis of the 
sensational di^osurCs by the East 
Pakistani, searched numerous homes 
in Bombay end cross-examined lead- 


founded by Ajmal Khan and in- ing personalities in the world of 
augurated hj Gandhiji, affiliated to aoWrtising and films. The searches 
the Universi^ escalated into a clash apparently yielded nodiihg to incri- 


with the police resulting in injuries 
to some one hundred students. In 
the normal course, this would have 
earned a headline or two in the 
daily press gnd then would have 
been forgotten. But fifteen cdrl ttu- 
dents were seriously 'mannandled 
and injured; towards them the 
police ''are reported to have behaved 
In a manner calculated to incense 
even our comfortable cltiaens who 
ate in the habit of finding excuses 
for official aberrations 

Ihe demand for an investigation 
rose from many quarters, including 
Parliament, and Home Minister 
Nanda was quick to realise that he 
must do something about the inci¬ 
dent. But, significantly, the protest 
of the student organisations did not 
crystaltise. 

This lack 6f organised and. sus¬ 
tained agitation by representative 
organisations encourages officialdom 
to temporise on all remedial actions 
which it is compelled to take as a 
result of unorganised or spontane¬ 
ous public pressure, This is parti¬ 
cularly so when individuals who do 
not have powerful conne^loin are 
victimised or sought to be ^punish¬ 
ed wihout due process of law. 

A Cslcolta Spjr Suir)' 

Several cases of diis kind liave, 
bemi reported recently, including 
the action*'a^nst'the'Ma‘ 


minate any of these people. 

All this was perhaps necessary 
considering the prevalent atate of 
security in India, bat it has still 
to be explained why the police ex¬ 
erted so much effort to publicise 
the names of those whose homes 
were searched and those who were 
cross-examined. Publicity should 
follow after evidence has been col¬ 
lected. In this particular caw, many 
professional reputations were da¬ 
maged or compromised despite the 
explanations of Home Minister 
Nanda in Parliament. And, unfortu¬ 
nately, under the prevalent law, 
there is no redress for a citizen so 
abused. 

Prew Silent 

The Calcutta story has other fa¬ 
cets. The alleged master spy was 
kept in jail for some three months 
and denied bail. Now he is out on 
bail, but no cbaiges have bten 
framed and he will not be able to 
get a j(d> until it is all over, and 
probably not even then. Yet the 
man upon whose disclosures the 
Calcutta police acted hag declared 
in court that be made a false state¬ 
ment implicating the Indian adver¬ 
tising executive and others. 

Ail these facts are believed to be 
known to the magistrate trying'the, 
case, but*there has '^been ho 'iwttdua' 
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^vCttbs of me 


These^-and 'olber 'laaidi^rat'a' 

ealled not.. edth the. i»%en^^ ’hf 
pteabig mgihent oh the htey^ tif 
each but to point to A 
roua apatby in our aiqjiroaib b» 
problem of juatiee. We aih 
edly en^asihing the i%bii 'eofflo- 
, died in our Constitution, Imt tbsere 
is no parallel effort to crehia die 
sanotkms for these ri^ts either at 
Governmental or popuW Itwei. 
Those who hnapne (bat tbe mete 
intcribiag of rights in a ConSStu- 
tion is an adequate guarantee of 
liberty should ^nd some lime 
studying the dour struggles waged 
in countries like England to estab¬ 
lish these rights. We stem oblivious 
of this aspect, for we have seen 
how even members of Parliament' 
can be jailed, and denied a trial, 
Without Parliament even filing a 
protest. 

It is, however, gqpd to know that 
at last a numbw Of thinking peo¬ 
ple in the Capital are becoming 
aware of what such a state of af¬ 
fairs could lead to if a future 
leadership decides to misuse the 
powers now concentrated in the 
Government, to ride roughshod over 
a disorganised people. When critics 
speak of the misuse of police powers 
in various States these days, they 
should for a few„ moments reflect 
on what would hapjjcn if the Centre 
too were to function in similar 
fashion. It does not take a great 
deal of political expertise to read 
the writing on tbe wall. 


ZCbc economic TOlccftl^ \ 

Fordgn Subscription Itate I 
Due to increase in foreign | 
postal rates it has been found | 
necessary to revise our foreign | 
subscription rate. With effect ; 
from July 1963, the annual | 
foreign subseriptitei is Rs 34, J 
SOi or I t i 
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ISkeiMp aow tn^ 
acMnt # «i» Vlgiuice conmuttita 
will faav« tfi. 
tteweli' to tW problam ^ 
.r^w,|idic« iond tl» State sooner W 
laier jf Iw is ge&uituily ctmtemed 
«b6«it tite growth of « heaitfay so* 
dslist dtsnocracy. Ife is consdous 
problem but it is widely fidt 
tfaa|; be is too inhibited about in- 
tf^gating violations of the judici^ 
u.pnxxss for fear that such a step 
might <»'«atB new problems ci law 
ind order. 

To this extent, leading citizens 
who value the democratic gains of ' 
the past sixteen years of freedom 
could help by building popular 
insbtutions to defend the funda* 
mental ii|^ts enshrined in our 
Constitution, Perhaps a start could 
be made by reviving the Cvil D- 
berties Union which played such a 
notable part in die freedom strug* 
gle before it was sabotaged and 
splintered by the factional fights of 
the Right and the Left. 


" Tho trotdbde with Delhi .is ihat it 
is not Ute place for sustained 
thoiight on any problem. Too many 
issuet are competing for attention. 
The Goa election results, now 
coming in, have diocked the Cong¬ 
ress Party and suggest that the 
people of Goa appuently held very 
definite views on Goa's future. Edu¬ 
cation Minister Chagla has espous¬ 
ed the cause of English with a bold¬ 
ness which might ^t him into an 
embarrassing tangle with the chau¬ 
vinists in the party. Industries Min¬ 
ister Subramaniam has spoken about 
‘optimum controls', a banal phrase 
which can be interpreted to mean 
anything and everything depending 
on who is at the helm. Oil Minister 
Humayun Kabir, still depressed 
about his transfer from Science and 
Culture, continues to fight for con¬ 
trol over the Akadamis. Finance 
Minister Krishnamachari seems to be 
trimming his sails to calm an in¬ 
creasingly suspicious Prime Minis- 
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ter. ;A»S-Asaka Mdita » already V.'- 
drfol'of the (outim discttssioiit 
the Phinning Commission. Only Du* 
fence Cbavan is silent, 

supremely indifferent to all 
goes on arouid him. i 

Life in the Capital is made up 
of sudi staff—ana little else. When 
will we grow up? 

ff'ithout Comment; The Slate 
Trading Cotpomtion and private 
traders are together making fantas¬ 
tic profits on what an oQcially des¬ 
cribed os 'ntm-basic Init highly pro¬ 
fitable’ articles which include betel 
nuts, cloves, cinnamon, camphor and 
mercury. According fo dfo STC, 
betebnuts are selling at the Varcity 
price’ of about Rs &0Q per 100 Ictle- 
grams as against its impott cost, 
including insurance and fre^t, ^ 

Rs 77. The customa levy is m 330^ 
The STC states that it interna to 
‘stabilise’ the price at Rs fiOO per 
100 kilograms, so that traders may, 
have a margin of Rs 2001 Jfai 
Hind ! 


Letter from America 

The Whole Sordid Affair 


^RIEF alone does not make a 
complete drama, it has to be 
punctuated by other moods. And 
one could not accuse the Ameri¬ 
cans that they lack a sense of 
drama. President Kennedy was 
dead and gone and all would have 
been taken easy. For, after all 
even ofn the Sunday after that 
Friday and Saturday the National 
Football League played its full 
schedule; the Yankee Stadium did 
not have one seat that was not fill¬ 
ed with a mourner. On Arlington 
Street, Boston, three gentlemen 
heard the news of the President’s 
assassination from a taxi driver. 
They dashed right back to their 
hotel to attend their investments. 
In theatres and aeroplanes the talk 
of business went on as before. 

Fortunately the assassin had to 
be trailed and the place was 
Dallas and every house had a TV. 
“He is a Russian spy.” Five 
minutes later : “Correc'ion. He is 
a spy married to a Russian.” Ten 
minutes later: “Correction. He is 
not a spy, but he is a Communist 
anyway”. Next announcement : 
“He was a Marxist, he admitted 
that.” Moments later: “He is pro- 


Castro.” Alid then finally: “He was 
a member of the Fair Play For 
Cuba Committee.” 

So the drama began to be manu¬ 
factured, thanks to the NBC-CBS 
differentiated duopoly. The hourly 
news commentator announced that 
Castro had made nasty remarks on 
the dead President. Those nasty rem- 
arks of course came out much later 
in the New Republic which carried 
a report from its Havana correspond, 
ent who had been with Fidel Castro 
the whole day Friday. Castro, the 
report says, heard the NBC broad¬ 
casts from Miami and reacted im¬ 
mediately: “This is bad news... For 
us Latin Americans, death is a sacred 
matter; not only does it mark the 
close of hostilities, but it also impo¬ 
ses decency, dignity, respect. If you 
write all those things I told you 
yesterday against Kennedy’s policy, 
don’t use h« name now; sneak inste¬ 
ad of the policy of the U S govern¬ 
ment.” Yet that Friday evening the 
‘ bad guy ’ Castro looked far more 
diabolical, and the excited Ameri¬ 
cans soon decided that what had 
happened was mighty serious and 
kept their TVs open. 


For the rest of the weekend Jacq¬ 
ueline Kennedy’s tantalizing perfor¬ 
mance would have been enough food 
for TV-watchen, How muim more 
they wanted to know about the diffi¬ 
culty she was having in getting rid 
of her bloodstained stockings, ^ey 
argued on whether her we^s as a 
widow should have been a straw¬ 
berry or a raspberry coloured suit. 
Wasn’t that mantilla she wore just 
hideous? And so on. 

On Sunday afternoon Washington 
again got a chance to be busy. Peo¬ 
ple awaited the passing of the cor¬ 
tege. Then with undiroinished ex¬ 
uberance a bunch of housewives sho¬ 
uted, “See, there he is”. Once again 
the shooting of pictures became the 
most imnorlant thing in life. Every¬ 
body asked everybody, “Did you gel 
any good pictures?” Perhaps they 
had already got news about the 
sudden fortune of the Dallas citizen 
whose movie camera had caught the 
murder scene at the basement of the 
local police headuarters. He sold the 
films to LUe for 840.000. Retmertable 
looking pressmen moved from one 
teen-ager to another in the crowd 
with a atuck-out microphone and 

2027 


Deceoitwr H 



lu^ asking, “On this day of natio¬ 
nal mourning how do you feel ?” 

Death Sentence — from the T V 

Back in Dallas, the master of 
ceremonies of Jack Ruby’s strip 
parlour paid glowing tributes to the 
latter’s patriotism. People seemed 
to be convinced. After all, weren’t 
the NBC-CBS reconstructions of the 
Kennedy murder sequence enough 
proof that Lee Oswald was the cul¬ 
prit? A few felt that something was 
fishy somewhere, though, and mut¬ 
tered that the Oswald murder wa.s 
a matter of national shame What 
did they mean? 

Oswald had been in police cus¬ 
tody for two days. The police kept 
on entertaining legmen of the press, 
TV and radio, who hung around 
the corridors of the headquarters. 
They could even see aVid heckle the 
prisoner whenever he was being 
transferred from one cell to another. 
It was clear that the police officers 
had greater responsibility toward 
these cameramen and microphone 
manipulators than toward the pri- 
8<yner. 

Out of a slum of jumbled police 
statements one could gather that 


we him (hi his imder^irt) being 
interrogated on the open street. 
Surely there were at least some who 
felt that the way a Presidential 
assassin-suspect w.as being treated 
reflected the nation’s callousness 
about the dignity of the situation. 
There was no con«rn for the law’s 
standards. The exact time when 
Oswald was to be removed to an¬ 
other jail was made known to the 
public. The transferring was sche¬ 
duled in the daytime, apparently 
because of a request from the TV 
business. During earlier hours the 
crowd outside was heard several 
times to curse the prisoner. Yet 
there were no officers to walk be¬ 
fore him at the time of transference. 
Nor was there anyone to notice that 
an extremely familiar character 
(whose presence in the basement 
was absolutely unwarranted) was 
approaching the accused slowly, 


^nly And Tbb diiwut sdUit 

fallowed fwcame a hit fat ^ bazt 
couple of days. Ihe NBC and the 
CBS vied with each other in try¬ 
ing to present the scene, once in 
r^lar motion, then in slow motion, 
and back again in regular motion. 
Children got a great kick out of it 
for it was the first authentic ‘TV 
Western’ they had ever seein. 

The people of Dallas are now 
saying: How could it all happen 
here? The question is, do they yet 
know what did happen there? Tech¬ 
nically, the assassination of a U S 
President is not a federal, but a 
local, case. Fortunately, however, 
the new President has ordered a 
thorough federal enquiry. A number 
of sensible questions about the Dal¬ 
las police, which are still shrouded 
in mystery, may find shocking ans¬ 
wers in the course of such an en¬ 
quiry. 

FLY wiTHMi TO 

LOmOH 


Oswald’s life was marked by bit¬ 
terness, frustration and political dis¬ 
illusionment. He possessed a rifle 
which resembled the type u^ed for 
the Presidential murder His move¬ 
ment on the day of assassination 
until his capture was suspicious. He 
shot down a policeman at the thea¬ 
tre and allegedly attempted on an¬ 
other’s life. He had access to the 
tall building which was under police 
supervision. And so on. The evid¬ 
ence against him was strong indeed 
But any modern society, with good 
standards of law, would look upon 
such evidence as utterly inadequate. 
And if so, why didn’t the police 
care to talk less and try to make 
the Oswald case less of a public 
property? If a vile person like Ruby 
suddenly became a desperate ‘pat¬ 
riot’ it IS certainly the Dallas police 
who are responsible for that. Even 
if there were no Ruby and no mur¬ 
der at the jail basement, could the 
nation hope to find an unbiased 
jury after such indiscriminate broad¬ 
casting of evidence and tendeiilious 
statements by police officials? 

During his confinement Oswald 
was repeatedly subjected to inquisito¬ 
rial pressures of the public. Before he 
was dragged to the police station, 
TV-watchers across the nation could 
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Public Sector on Sale 


^NDHRA Congress has apparently 

taken the debate on socialism at 
the Jaipur session of the A I C C in its 
stride. These is no evidence even of 
discussion within the State Congress 
of the controversial issues. Yet the 
stability that Sanjeeva Reddy man¬ 
ages to maintain is not as firm as it 
looks, 'fhere is discontent even with¬ 
in his own group in the party. 

The proposed denationalisation of 
Andhra Paper Mills at Rajamundry, 
for instance, has caused some excite¬ 
ment. Andhra’s Congress Govern¬ 
ments have had quite an enviable 
record of sale of public sector pro¬ 
jects to private tycoons, especially 
the Rirlas. Sirpur, Sirsilk and All- 
wyns have been handed over to the 
Birlas over the years. All these con¬ 
cerns, especially the last-named, are 
now doing well and are making 
plans for expansion. If they had re¬ 
mained in (Government hands, their 
profits may have made some of the 
regres.sivp indirect taxes unnecessary. 

Government Has No Money ! 

For some ununderslandable rea¬ 
son Sunjeeva Reddy’s Government 
has not drawn tins conclusion. On 
the contraiy, it seems determined to 
carry on the denationalisation of 
potentially highly lucrative projects. 
In the case of the Rajamundry Mills 
the Government’s aigument is that 
cost of modernisation and expanding 
the mills is too heavy for the State 
Government to heai. And sinee the 
Industrial Polity Resolution does 
not leserve the pajicr industry for 
the public sector, the Centre will 
not help out The argument is 
also advanced that the money saved 
by denationalisation as well as money 
from the sale of the nulls can he 
used to start rural-oriented small- 
scale industries with a high employ¬ 
ment potential 

The Secretariat at Hydei ahad has 
been virtually invaded by the Birlas 
and the Somanis. acxiording to repo¬ 
rts. The narrow i unning of the land¬ 
lord-rich peasant is no match for the 
high-power salesmanship of the big 
monopolists. As the Cabinet meets to 
consider the jjroposed sale of the jia- 
per mills, their representatives wait 
outside with their expensive cigaret¬ 
tes and attractive calendards. diar¬ 


ies and, of course, tips of various 
sizes and kinds. 

Some observers feel that Sanjeeva 
Reddy has chariged a lot from the 
days of his previous Chief Minis¬ 
tership. His short and quite inglori¬ 
ous stint as Congress President gave 
him the feel and the vi-sion, not of 
the power of politics, but of the real 
big money that politics would com¬ 
mand anci which, in turn, could 
command accommodation from 
politicians. It was no longer a 
matter of a few thousand.^ for the 
party coffers hut of many lakhs for 
real politiking in the manner of 
C B Gupta or Dr B C Roy, 

It IS this changed attitude which is 
rcHectecl m the stuhLornness with 
which the Andhra Chief Ministei is 
going through with his denationalis¬ 
ation measure. He even took tlic ex¬ 
traordinary step calling a hurried 
meetmg of the Congress M L As. 
ostensibly to disciisg some urgent 
]jiece.s of legislation and the usual 
“any other business"' The latter 
turned out to be the sale of the Ra¬ 
jamundry mills. Only 70 M L As 
out of the total of 210 attended 
ai’d with Sanjeeva Reddy at his 
militant best the result was “utiani- 
rnous approval’’ of the Goiernmerit's 
sagacity. 

Kven Gonaressnien Oppose Move 

'Phis extraordinary move was nci - 
essary iti the face of the deter¬ 
mined ojijrosition to the Govrni- 
ment's pioposed action during the 
Assembly debate on the (Governoi's 
address The Swatantra. natui al¬ 
ly was all piaise that the Con¬ 
gress leadership was moving its 
way. But all the other opposition 
pailies were loud in their protest 
The prominent independent mcmboi. 
Tenncti Viswanadhan, in particular, 
was very effective in his deience of 
the concept and possibilities of the 
public sector. His critique of the 
ways and meffident procedures of 
the private sector, many of whose 
lummaries had money but little else, 
was devastating and knowledgeable. 
What alarmed Sanjf>p\a Reddy, 
however, was the attitude of some 
Congress M L As, including the 
member who seconded the vote of 
thanks to the Governor's address. 


One of the Congress members went 
so far as to say that what was bemg 
sold was not a paper mill but 
national policies — and that on the 
heck of the reaffirmation of faith in 
socialism at Jaipur. 

Some M L As of the Sanjeevaiah 
group saw their chance in all thi.s 
and came out with a public state¬ 
ment challenging the unanimity of 
the “spurious M L As’ get-together” 
wliirh Sanjeeva Reddy had mani¬ 
pulated. But their opposition not 
only scares off the neutrals but 
unites the Chief Minister’s own 
giouj). making any reversal of poli- 
I les the more difficult. 

What IS significant, however, is 
that the o^'e^w'heIInIng majority of 
('ongress M L As, to say nothing of 
Congressmen, is not in the least 
bothered whether the paper mills 
are sold or whether the Government 
decides to have a few more paper 
milk in the public sector. Dena¬ 
tionalisation as a betrayal of speia- 
li.st jnofessinns. a'nd nationalisa¬ 
tion and cxlension of the pub¬ 
lic sector so a.s to capture the 
commanding heights of the economy 
-they are just the same for the 
average Congressman This is be¬ 
cause there has been al).solutely no 
education of Congress cadres, and. 
of course, life under the Congress 
dispensation .scarcely teaches any 
“Ofialist lessons. 

Moriirji’s Vi«fl 

Encouraged hy Sanjeeva Reddy’s 
.attitudes and aetions, Moraiji Desai 
has decided on .t fairly extensive 
tour of all the districts of Andhra 
just a few weeks before the Bhu¬ 
baneswar session. After the bad 
behaviour of the Clkal Congicss 
Executive, it must be manna from 
heaven foi Morarji to come upon a 
denationalising Chief Minister. His 
visit will, undoubtedly, serve to 
give some idc-ologieal stiffening to 
the araorjDbou.s drift to the Right. 

What is of especial importance, 
however, i.s the fact that Sanjeeva 
Reddy is one of the closest followers 
of Kamaruj and an openly favour- 
c-cl lieutenant Any illusions that 
the man who produced the ‘hatchet 
plan’ is sociali.stieally motivated 
should he shed here and now. 
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'Campinfi'* my t)r»t lov«,* he seye anthu- 
•taetlcally. 'You live do** to nature, cook 
your own food over open campfires, fend 
for yourself, and return a new man.' An 
active member of the Rover Scout Troop, 
Banerji enjoys his annual camping trip... 
the days of hiking, the many views of 
nature, treasured in memory and photo¬ 
graphs when he returns 

BLUEFRiNTS AND BUDBETS 

A foreman at Burmah-Shell's Installation 
at Budge Budge, Calcutta, ha is In charge 
of the drawing office. He prepares blue¬ 
prints, estimates budgetary expenses, and 
controls costs. He performs his responsible 


task with the kfibwl^e and aitpdiSaWM >f 
years on the job. 

imt, M mm imm m 

WONKflHIFBiyeB 

Banerji is a happy man. 'Living at peace 
with your environment.' he says, 'is the 
only thing that matters.' He has the look of 
a man who has achieved it. 

Banerji and people like him—at aii levels of 
responsibility — are Burmah-Sheli. Today, 
as ever, they are hard at work ... working 
to ensure that vital petroleum products, 
essential to India’s growth and progress, 
are brought to you at the right place and 
time, in the right quantities. 
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Wf 9 »e of the artist 
' *he critic as 

/ffe'' ■’*r9$ left to India’s 
N^ru to translate the 
ieality. He speaks not 
country’s Prirae Minis- 
abo liis its Leader of the 
^^ftodfion. In no other ternpa can 
^Dfe e^lihun the cruel nonchalance 
with v^oh he so often criticises 
many shortcomings of his own 
- faCtveritment. It just does not oc- 
cut to Idm that be is, in the final 
analysis, the author of the failures 
he deplores so eloquently. This 
duality has perhaps done well by 
hidiap democracy, for the Opposi- 
tion is hy itself divided and feAle. 
It remains, still, an anomaly. 

The fashion set by the Prime 
Minister was bound to be imitated 
in the States. Near Calcutta this 
week Prafulla Sen, West Bengal’s 
Chief Minuter, told the tale of the 
muddle his own Government had 
made of education in the State. In 
terms of literacy, he revealed. West 
Bengal had fallen from the third 
place to the sixth in the coantry^ 
with some 71 per cent of its popu¬ 
lation unable to read or write. 
This* he explained, was the result 
of neglecting the needs of primary 
education and laying greater cm- 
phnsis on secondary and higher 
education. ■ The Chief Minister also 
disclosed that, out of an annual 
budf^ of Rs 117 crores, his State 
allocates only Rs 22 crores for 
education; the State, he said, needs 
Rs 60 crores a year for education. 
He also regretted the emphasis in 
West Bengal on liberal rather than 
technical education. Well, well. 

Wasted Effort 

Let it be said straightaway that 
the alleged emphasis on secondary 
and higher education may have, fn 
terms of financial allocations, re¬ 
sulted in some neglect of primary 
education; it has done nothing to 
saaintain. let alone improve, stat^ 
ards of secondary or higher eduoa- 
-tion. An MA or BA from the 
Unwenity nf Calcutta today meana 
,, -tstactly, nothing to potential emp 
. they are still mass-pro- 

’diaced. Kke. tfuagg^ and to 
anywhexe candidi^m have foostly 


to live down their (kgrees. If the 
incidence of illitera^ has mean¬ 
while increased, the State Govern¬ 
ment can fairly be indicted on bodi 
counts: it has negle^ed primary 
education and wasted its meagre 
resources On unimproved secondary 
and higher education. It noei^ to 
be added that West Bengal is by 
no means unique in its lack of thin¬ 
king on education. 

It is generally unfashionable to 
relate problems of educatimi to 
ecbnomics; learning and earning 
are supposed to be two indepen¬ 
dent questions. The fact is that 
every sensible society devises its 
system of education with a diarp eye 
on its economic and political deside¬ 
rata. If the scene of Indian educa¬ 
tion is confused and muddled be¬ 
yond belief, it may be because our 
social, political and economic ob¬ 
jectives are yet to be defined with 
clarity and firmness. The new 
Education Minister, M C Chagla, 
has already said several sensible 
things about English and technical 
education. He had better be told 
that with no political base of his 
own except diat transient and fickle 
constituency, the Prime Minister’s 
House, he is making formidable 
political enf.mies. Equally import¬ 
ant, he deceives himself if be ima¬ 
gines that he can build educational 
institutions which will be insulated 
against the asphyxiatingiy corrupt 
air aJI around. As an ex-Judge he 
must be bitterly aware of the gal¬ 
loping erosion that has overtaken 
even the judiciary of the country. 
Universities are far more exposed 
to the elements. 

There is no greater exercise in 
futility than deplori'ng a syst^ 

■ without first spelling but what one 
had expected of it. It is this first 
task which has not been performed 
about Indian education; end P C 
Sen’s lantoQts about advancing 
illiteracy in ■ West Bengal followed 
the familiar , pattern of lack of 
thinking on the subject. To Edu¬ 
cation Minister Chagla this writer- 
ct^nWndi gn artide writtou by 
Neil Meinnes in the autiUal suppie- 
'ment 'w CaSitai jp December 1960, 

; ft is a* saddening sytoptom <rf the 
, OfHaatoft) stgto of our (faiakit^ on. 


edupkiian original ...lEiaid 

chalimil^pg NO .Article on «0 
portABS A sob]^ l^jttrAptod so jSttl® 
atteptiCHi.- Ac Adii:4<0^' 

tratioh than Ip^aV Wopld ehhec 
have NOpmfiqd li^IlnieA'A idpaa or g 
repudii^ tbetp:.. «s A« , to ■ . 

Indian democri^. Delhi jnot j-*;; 

took no notice. . 

MelnneA pointed toit the ino^dv*; -J 
anoe d primary eduitotJion to HnEAy’ 
economic arnnHioPs, it dopl no* i; 
make better (amem og worimoj'' 
the rate of literacyi vriiicis^ds no. 
primary educattoti achtoOeiC ’**'00''' 
not very high in Britain or Gw?S 
many or the United Staten ' 
they were indunh^ltsed,.. M 

from owners of Mjdian-l«iqpM^'f(|| 
newspapers, nobody stands to 
fit from universal primary 
tion. What this couiBry neei^. 
Mclnnes argued, is better e<taC8tiott".‘.«.^ 
rather than wider liter«y. Priniaa 3 f 
education may or may not nudtA.r, 
politieal sense; the Congress may /-'f 
find its obsessicA) with uniyersat 
primary education a tborbnghiy' ‘'lij 
suicidal investment. Economiewy, 
primary education is a virttial 
waste of the country’s very limited 
resources. - 

Higher end Better 

Mclnnes made the point that 
bare ability to read and write, to' ‘ ^ 
provide which vast sums are Isrihg '.-A 
spent in India, gives no economit - 
return" at all. If, instead, IntRst $, 
could produce a larger army. Ot j 
technicians and, simultaneously, ito' 
prove the quality of secondary Atid .i"' 
hi^er education, in the arts .i 
' well As the sciences, the money - 
would be far better spent. In Other , ^ 
words, better education lor fewer.' r,‘ 
One saw recently in Afghanittan, 
of all places, how the emphasis had ^ 
shifted from primary educatitoi 
secondary and higher. If resouretia.i’S 
were in abundance the need to db* 
cide on priorities, seemingly heA;* 
less, such as Mclnnes’s. wotdd 
less pressing. Where P C 'S<w»V'\t 
among so many others, has , 

the bus is in Imowing that oplf to^ 
much and no more can'be spent tot . 
education and not knowing that 

education, literacy, is the. 
yyroqg. tPVtotnwnt. 
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‘ ^pagtii! ■ and , weadfe?*' 
fjoint ^ ^ ie a politician; 
as ah e4tWh^oi>alist, hf may hnd 
the Mclnaes • idea a*, rcvdutionary 
a« the Macaulay “Mfeiite on Edu¬ 
cation” of ti» thirties in the last 
century, i Hie need today is not to 
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which fulfils iets9h®#iis role 

wifhUut the dubiUtrt wtoBfitS of 
literacy. Two cuhwW ? Again, 
this writer’s wither# ptt> onwtong. 
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Prwvontion of air pollution by dust and purification of air for providing healthy 
working conditions in factories is done by SF equipment SF Electrostatic 
Precipitators recover valuable nsaterial m cement and other factories In one of 
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24,00,000 cubic metres of gas per hour, m certain factories. 
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sljj^y of Iiulian politics is 
iHUlicwlariy twfusing for any- 
ope Wfaow inu^iate experience is 
Wtet Eun^ean or American, As 
OPQ of tlie contributors to this book 
suggests, superficially Indian pub¬ 
lic afiairs fits fairly comfortably in¬ 
to well-worn Western categories, 
but those categories do not explain 
what is actually happening. One is 
always aware of a key dimension 
that one cannot see hut is frequent¬ 
ly vital in the pattern of events, 
particularly the closer one gets to 
the local level. Currently, Stale 
Congress Parties are gripped by in¬ 
ternecine warfare between factions, 
without it being very clear in any 
State exactly what issues are at 
stake. One is aware of a dimension 
of meaning beyond the immediate 
description of factionalism which 
will allow one to understand preci¬ 
sely (which includes predictively) 
the composition of factions A anti 
B and why they fight so bitterly. 

The present volume is a preface 
to examining some aspects of this 
phenomenon — jjeculiar not to 
India nor to modern times, but to 
conventional political science. It 
does so by combining contributions 
(all from Britain) by political phi¬ 
losophers, historians, political scien¬ 
tists and anthropologists Though 
the contributions are of a high 
order, the effec,t is less unified than 
might have been hoped — the his¬ 
torical pieces do not quite dovetail 
into the essays on contemjwrary 
Indian politics. Two contributions, 
one considering ancient Hindu the¬ 
ories of State and Government, and 
the other Muslim conceptions of 
legitimate authority, are followed 
by an interesting excursion into 
Muslim Indian history, sketching 
briefly three phases of Islam which 
culminate in the erosion of its tem¬ 
poral power, creating a new kind 
of corporate spiritual authority, the 
‘ulemas’. To these pieces can he 
added a contribution concerning the 
1917 Montagu Declaration, an exer¬ 
cise in British political history ra¬ 
ther than Indian. These contribu¬ 


tions rdate only very indirectly to 
the current Indian scene although 
they are all of general interest both 
for Indian history and for study of 
the cultural concomitants of social 
change. 

Caste and PoUtiei 

The remaining five contributions 
deal specific.ally with modem India, 
and in one case, Pakistan, Professor 
Von h’urer-Haimmidorf discusses the 
importance of caste in Indian poli¬ 
tics, how ns forms have shitted, 
from an aciepted vertical hierar- 
I'hic pattern (which was itself in 
the process of slow mutation) to 
something more like competing 
horizontal groups, without weake¬ 
ning the institution (indeed, in 
sbome cases, strengthening it) or 
necessarily eroding the power of 
localised majority groups. In addi¬ 
tion, he discusses Uie reformulation 
of ostensibly Western-oriented poli¬ 
tical thought (in this case, Selig 
Harrison's case study of Andhra 
Gommunismi in terms of local caste 
coriflicl. 

Dr Bailey reminds the reader of 
his rxcelleni Orissa studies in order 
to demonstnite that while locally 
tenacious, in contemporary Onssa 
Slate politics caste is probadily not 
as generally ijnjxirlant as compieli- 
tion between classes. The vast gap 
which sepal ales politicians (and 
those actively concerned with pioli- 
Inal activities) and the mass of 
ordinary voters, prompts the electo¬ 
rate to behave rather more like 
dependents than rational judges of 
affairs not immediately related to 
their own interests — pressure- 
group-jostling for marginal advant¬ 
ages becomes the prototypie activity 
rather than rational participation. 
Di Mayer examines municipal elec¬ 
tions in Dewas (Madhya Pradesh) 
and confirms some of Bailey's points. 

Dr Tinker examines the shift in 
the significance of local government, 
and shows both India’s and Pakis¬ 
tan’s efforts to use lar.al government 
as an instrument for a new sort of 
participation more closely related 
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thosit ol a WKm , fdoology (for ’ ( 
exam|i3e, GaotSunx) with w mo¬ 
dern conemn with ecditomio 4eve-< 
lopmefnt. 

Finally, Professor Morris-Jolnea 
gathers tog^her some of ^ese 
strands, suggeming that IniHan 
politics cqierates (and can be des¬ 
cribed) in three ‘style*’ or ‘latigu- 
ages’ : the modern (and Westerii), 
the traditional (both meeting in the 
union, or not, of tile political Insti- ~ 
tulions of a nation-state and the ' 
structure of an ancient society) and 
the saintly, pre-eminently demons¬ 
trated in the ‘political style’ of 
Gandhiji or Bhave. Morris-Jones 
uses his classification perci^tively, 
showing m particular the gap bet¬ 
ween what IS accepted as signifi¬ 
cant in public affairs (in the press, 
books, Lok Sabha) and what is the 
actual practice at the roots of 
Indian politics. An example Mor- 
ris-Jones might have cited as a pecu¬ 
liar combination of parts ol all 
three styles is the Kamaraj pheno¬ 
menon. Morris-Jones notes the ob¬ 
jections to his use of the term ‘lan¬ 
guage’ — he makes it encorapase 
both behaviour and descriptions of 
behaviour (where it is most plausi¬ 
ble) — without seeing these objec¬ 
tions as fundamental. 

Yet the term ‘language’ does 
throw the emphasis of analysis into 
the realm of form rather than con¬ 
tent — the some thing can he said 
in different languages and the use 
of a particular language does not 
suggest any particular political 
aims (which are crucial for Morris- 
Jones’ use of the term). Again, with 
this term, he is seeking to encom-^ 
pass both the cleavage between 
Western oriented ‘idiom’ and a 
ditional one, and the gap sugges$f^ 
by Bailey between those with expil\ 
cit political concerns and thos^ 
without, between the politicians and^ 
the masses. But expressing these 
two gaps in terms of the manner 
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. ^ the dunenskMi of pteipwe# 
' ;«wd^ i» duo ifynomic <)rmiig 
Whole 7 - different interests and wr- 

n are at stake and in conflict. 

me sense, 'language' is an ap- 
jMopriate word — vfhere puiposes 
are the same, but the manner of 
presentation different. But this form 
of accommodation to the under¬ 
standing of different audiences is 
common to many countries, and not 
very interesting beside the conflict 
between those who wish India (or 
Maharashtra, or Bombay, or Pare!) 
to develop quickly into a modern 
industrial country, and those who 
help, positively or, more commonly, 
passively, to maintain the practices 
and assumptions of a traditional 
society. Theoretically, the first case 
could as well be expressed in tradi¬ 
tional language, and the second in 
modern — Western political philo¬ 
sophy is not without ambivalence 
and can provide a defence of Burke’s 
‘fittle platoons’; Gandhi leaned 
upon Tolstoy, Kropotkin and Bus¬ 
kin, All this only suggests that the, 
term ‘language’ does not imply any 
necessary discipline on its user 
(even though, in practice, the two 
may go together). 

The ambiguity in terminology 
does not prevent Morris-Jones from 
being shrewd and perceptive about 
the general aspects of Indian poli¬ 
tics — what IS called ‘corruption’, 
the rise of a new sort of Congress¬ 
man who spans the gap between 
rural and WeBtern-educated India, 
the alienation of sections of the 
middle class from politics. All this, 
along with the. other contributions, 
documents some of the shift from 
British India, a foreign autocracy 
supporting a small class of Indians 
closer to the British than to the 
Indian majority and ruling a peo¬ 
ple fragmented in many small local 
units far removed from national 
issues, to a society that i.s more 
homogenous, where rural and urban 
lenderehip is drawn into a new sort 
of synthesis that involves compro¬ 
mises on both sides and generates 
a new sort of ethos — Nehru be¬ 
comes a leas representative figure 
than Kamaraj. 

Impact of Economic Development 
/The essays are, then, of a consis- 
high standard. Many incor- 
pora 8 i(|^^research published earlier, 
but l&K?; concerned with modern 
Indi^^H!^ directed more specifically 
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dyrewn on ibe impact,of''ecoamnic 
development (Ittflcer tugged some 
ejects of this on local government) 
—^both in the di^rbance it creates, 
and in the new mobile interests 
generated. How much of State 
Congress ‘factionalism’ stems from 
the displacement of traditional inter¬ 
ests, the appearance of new ones, 
the competitiem of different groups 
for control of development funds or 
neutralisation of adverse change ? 
And how far do such ‘modern’ align¬ 
ments match traditional divisions, 
erode them or strengthen them ? 
Many of these studies take for gran¬ 
ted the backcloth of economic 
change, even though the initiative 
and efficiency of that change depends 
crucially upon the nature and qua 
lity of the political leadership. 

On the facO of it. development 
requires a political authority which 
is different and separate from the 
society U governs, and is disciplined 
enough to retain its distinctness . 
‘a dilemma’, as Tinker describes it. 
‘where a minority seeks radical 
change and the majority acquiesces 
in the custom of the past’. The 
dilemma is very real, for it suggests 
that the more ‘democratic’ and 
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cattw otKtkme of 
not wthit hnprovement but 
the nature of the traditional tocial 
structure continues to ii^i^ coitii- 
nuous progreosive cluto^ m 
tively as it has always done, /Ilie 
oversimpUcity apd unorimnolity 
the point should not oWure ^ 
fact diat possibly dm inoie the 
Congress Party loses hs Wedhsm 
elite and immerseB itself in TUtel 
India, the less development wUt be 
possible, and die greater tbe danger 
from the alienated middle classes 
described by Morris-Jones. 

The polite ‘ muddling throUgb ’ 
which characterises the' attempts of 
Congress to rationalise its long¬ 
term purposes, a muddle reminis¬ 
cent of, for example, British Con¬ 
servative discussion of the reconci¬ 
liation of freedom and order, only 
suggests the degree to which Con¬ 
gress as an organisation is tending 
towards inertia. The Planning Com¬ 
mission cannot replace th 6 active 
drive of a dedicat^ political party, 
(or It is itself subjetl to all the pres¬ 
sures of the society rt i.s stnving to 
change. The discussion returns sad¬ 
ly to the central dilemma cited by 
Tinker earlier 
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dy on. ^ose who haive performed tly the system of ideas behind them, 
aanie operations many times as fixed. Peihaps this is the reason 




.. technique ' is extremely 
laipidetanit in the mental make np 
^^p^tisU ccmrnmnity. In a sett* 
|<^-^iwltura} community with a 
fi^' tsthsique, one has to depend 
on i^ose who have performed 
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eame operations many times 
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—1 Y7m«>^b 4 laffk. - — -■• A __ 


be discarded in the Soviet Union. 


diScbUies. that such a group is Mao may also face the same reality 


likbiy ,to face. Also, t^ have grea¬ 
ter experience periodic emergen- 
obs like fioods. They have seen 


some time in die future. An indus¬ 
trial society must continually be on 
die alert for new ideas which Way 


itiorir'than others and, therefore, suggest some improvement in some 
hy- definition of such a community, “part of it at least. The ca« for 


cost the stOpe aaftUunt.cf money,’ 
may register'CCnsiderahlfl im’provm 
ments teddidlogically. Thus , 
for technical innovations'' .nmakis 
even if wsir' inveatmem jj' made 
to replace existing-asiaeta, 


mote than all 


Yemh and IndbUtiialiaatlon 
Young men with bright ideas have 
little scope in such A sdMoie of 
tbrngs; for, new ideas which eug- 
gWt a change in the technique folio- 
imd;ha>ve no place in its frame-work. 
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k {cut age. 

_^agpramme, 

'dlt:Tlt%'(iitttt Irt^tes ^at 

^faiMtid be given 
tflh^fin^. {>eo{>]«, cotttrarjr to ail die 
tCB& precraures’. Aa 
baW of the past is still' 
tijp'' Woi^ upon os we iiiui that 

S iuhg men 'With ideas are fleeing 
» country in large numbers 
wiwnever they can. Traditionally 
in India, initiative, improvisation or 
ii^lMttity, has been systematically 
disedntaged. Just as social values 
and. patterns had been flxed by 
lifanu B'nd others for all time to 
cotpe, so also everting else. It 
is assumed that there is a fixed 
norm for everything, be it music 
or cooking or the crafts. No onc 
must deviate from it. Experimenta¬ 
tion cannot but lie folly. There are 
set standards of excellence in all 
activities which masters in the past 
attained. It is our duty now to try 
to reach that standard. Not that 
wc can scally hope to do so. Still 
it is good to try. History is, there¬ 
fore, not only assumed to be repeti¬ 
tive, it is widely and deeply believed 
to be cyclical. Things do not 
change basically for techniques do 
not change. Events follow one other 
cyclically as the seasons do. This 
is, or at least this has been, the 
assumption till recently, 

Obneuiion wilh Rules 

The system built by the British 
in India fitted in perfectly witli this 
traditional approach. As the British 
authorities in India did not trust 
Indians, they left no place for in¬ 
dividual initiative or inventiveness. 
They framed elaborate rules and 
regulations covering all aspects of 
administration down to the minu¬ 
test detail Observance of these 
rules was made completely obliga¬ 
tory, even at the cost of efficiency, 
so that Indians looking up at the top 
from the lower depths came to re¬ 
gard the observance of the rules 
and regulations as an end, quite 
often the end of administration. It 
was like observhig caste rules, which 
have to be observed and not ques¬ 
tioned. As British Indian admini¬ 
stration was largely devoid of any 
social purpose, this obsessron with 
rules and regulauons largely substi¬ 
tuted the n^d for any purpose. It 
made the business of administra- 
tipn purposeful to the administra¬ 
tors. 


'' IHW milt 

Am mtmwaeatal {oHv 
of jy Ittiflim Governmmit that ixBut 
national uboratorkii and created 
^Research Cotuidls with expensive 
apparatus, staffed them with quali¬ 
fied people and then framed rules 
for them as thoug^i diese institutions 
were like any odver Govemmwit de¬ 
partment meant to collect revenues 
or sell judicial stamps. The same 
audit rules that throttle initiative 
in the Government departments were 
also made effective in these high¬ 
est bodies of scientific research and 
learning in the land. As a result 
one has to fill up endless forms, 
obtain sanctions from all sorts of 
functionaries to get a. simple piece 
of machinery without which research 
IS held up or may be even suspended. 

Individual Initiative Nm EncouraRcd 

The treatment meted out to 
young scientific workers is equally 
unimaginative and exasperating. 
Promotion is by seniority. One al¬ 
ways has to obtain the permission 
of higher authorities to do any¬ 
thing and there is little encourage¬ 
ment for any individual work done 
out of schedule. Above all, the at¬ 
mosphere in these institutions is 
very much like that prevailing in 
Government departments where 
there is little human contact be¬ 
tween people at the top and at the 
bottom. This dries up the very spi¬ 
rit of research. A lot of effort is 
wasted at lower levels because of 
the absence of contact, and individu¬ 
al initiative is hardly ever encourag¬ 
ed. Everybody is tapped by rules 
and maimed by regulations. The 
cumulative, effect of all this is that 
young Indian scientists leave for 
abroad whenever they can and do 
not return eVer afterwards. 

The Prime Minister of India often 
urges the students to march with 
the times. One can only hope that 
the Government under him would 
do the same. We have inherited a 
static society, and h stagnant econo¬ 
my from the past. On top of it, 
we have an administration whose 
purpose was to perpetuate and sta¬ 
bilise this stagnation. Its rules were 
framed to achieve that purpose. 
With independence, we have rightly 
started planning for economic 
growth which means, among other 
things, fairly rapid industrialization, 
application of scientific methods in 


ive ineRlW' df pifliUe health ao^; 
adifltatioat AH ihhi tequlfes cqii- 
centratofl adenflfic reseatdi over a 
wide field and, «f course, mobilisa¬ 
tion of popular {oroes in an orga¬ 
nised manoer in support of the tar¬ 
gets get. It does not reouire any 
great per^kacity to realise that 
the old administrative machinery, 
working under its dd and outmod¬ 
ed rules and regulations, is not 
suited to the purpose tiow set be¬ 
fore it. Economic development and 
social remneration and development 
cannot be brought about with the 
help of rules deigned for tax col¬ 
lection. It is necessary that fliis 
machinery is now overhauled along 
with its rules. All rules of the Gov¬ 
ernment beginniog from recruit¬ 
ment to super-annuation, and cer¬ 
tainly those for promotions, should 
be framed anew, so that the goal 
now set can be achieved. 

Government Should Iteorcaniw luelf 
The . exodus of young scientists 
is only an indication of the malaise 
from which India suffers today. It 
fits in with the general picture of 
a moribund Government machinery 
misguidedly geared to the task of 
achieving progress. The series of 
failures in achieving Plan targets 
point to the same source of inade¬ 
quacy. You cannot have scientific 
research while treating the scienti¬ 
fic workers as the poor relations of 
a colonial administration. Nor can 
you expect a successful fulfilment 
of an economic plan with the help 
of bureaucrats to whom certain set 
rules inherited from a discredited 
past are sacrosanct and utterly in¬ 
violable. If it is reorganise the coun¬ 
try, the Government should start 
by re-organizing itself. 


Non-Receipt of Copies 

Subscribers are requested te 
Inform us regarding non-receipt 
of their copies within a fort¬ 
night '6t the date of publica¬ 
tion. It will not be possible to 
replace a missing issue, ‘free 
of cost, unless timclx ijitinui>- 
tion is given. 

Complabits can be attended to 
promptly if subscribers kindly 
remember to mention their 
subscription ntunber. 


2037 




RE HEATING FURNACE 


Mce 

HIGH TEMPERATURE REFRACTORY CEMENT 

ACCOSn -50 

fbr firebrick Jotote and llninde that talt hmger. 

To olitalii naximum service from refractoirv faridcs it is 
essential to join them firmly. AGGIASET-Wi whkh lias 
very little shriidcase in smlce, sets to a rod(4ike hardn<»s, 
aiiberes rigidly to die brid(work and bonds so stnmgly that 
the Htting becomes virtnally monolithic. 

A6608ET40 is recmamended for jointing, boning, inono^ 
titUc and raanned linlngsy guming, repairing a^ patddng 
cradcs fat furnaces. 





roetolBa/ Pt$ntuM sent free m ragvast 



Beady stocks drA0608ET-S0 availaMe fimn 

THE cEnmar mabiehw caiipaiiY cr imu umiteo 


•OMIAY. 

nit 


AHMOAIAO.IANeAtOM.CAIXUTTA-COtmATOU -MtW MUft.lNBOHE 
HAMM - FAtNA-SKWHniMiMD 


ummm mast Ms.im • . nwsnMptiMrtati^terfMtatM. ; 


JV , ' ' . '' ' • I ' ’ 'V . ' *y/, i 1, 


















ri.'i , 

, i’; 


-r ■»'■'"^t^J'i.. “'■'Ti 




'■X .' 

• 9 .WiPPPWJt/;; 


vhieft'’1^<nif0imli-fti •imp«UMtMi0if't^lean(eTa expressed, 
'M'the pmf jit the Jaipur Ae Committee, ' Aoit 

mwriwSnerjr to Uee^ii^'aUe§ed uuidi^^\t0 coemption and tP 

’'' '' " ■ ''''''- ’’-V .’ '■ ■, 

that ‘feek m^ly made ia the creiitien af a functimaiy 'e^iip^ddding to . 

adto- Jtds aoldeoed a- large meaattte of meeess in ddfdiitg w^h fdilla^imstratien -‘ 
Sui'eden ani’'Mmm«rk, ' ‘ ^ 

'3p@^^|i!Wtow«<a^ addr^ at lJ» ' rti up, '•) shd} -be Kappy to xnaka aii4Oto-la^naiiiistT^^A » weMijig 
vpMw^ ~$ci^ of Public Adn^ a beginning by lodging half a' down. Ad^^ng tlto^ oien^ie^ of 
■\.||&pW3i^ Jbatice P B Gajeodfa-, Awen reports mys^r. the AlCC at Jwpur Jb .Noven^r, 

'lustlca of tho Sup- ' Pandit Nebru odmittMl',^At -tndesa 

, Co#]®, made ewt a case for ^Vitai Inue Avoided corruption was rO«*od out from" 

' OndMidsnMCh to protact Tfae Govcminent’s response to every-walk of life, all talk 

. '''^‘‘.''''i^ilt*'.Allrfaifll* . {rnrA Oa^miTVf aalmfntfif. *L.:. J_ _ J t___.«.. Item nreaillif Koa vrt«SBLT>WlAitnnH Wl&c} 




,.>; 1 il^‘ te give relief in cases ^hete ihg” the administration, “rooting” j«g raumsters, pubfic OMm tW aW f f 

'k^fol remedy was available. out corruption, “attacking” graft, those employed in the adltimiktlh’”^ *■ 

, “ending” nepotism and what have tionj/i ,’ " ‘ iv 

, ' .The s^gestidn has found wide Committees and reports have . Nanda Acts , . . and Beteaaio 

fav^r. The Chairman <rf the ^1- multiplied but the vital question of The appointment of a contt»io-l?tt 

India Manufacturers’ Association, creating a permanent agency to sioncr for investigation, or an 0^ 7 j 

Shri Prabhu V Mehta, speaking at deal with the problem has been budsman, with powers to enquire in- ^ 

a meeting of the Central Commit- consistently avoided. At a press to complaints of irregularities, otoi 

tee of the organisation in Madras conference in January 1960 the against Ministers and high officials 1; 

last month, reared to the Om- Prime Minister wOnt so far as to has also been recommended by im,,ui 
budsman and said: “India has an gay that “If such a tribunal is ap- aAninistrative .reform committee = 7 

urgent need for such a ‘people’s pointed, there will be charges and appointed by the Bajasthart Gov- 

^nt’. I earnestly request the countercharges as we arc a gossip- ernment, in its report submitted in , 

E ker of the Lok Sabha and the jug people”. On another oocosion ^ptember. At last on November 

hers of the Parliament to con- he told Parliament: “Either this 26, Home Minister Shri G L Nanda' -I 
sider the possibility of creating an Parliament believes in the personal told the informal Consultative Com- 

office of Parliamentory Commissio- integrity of members of the Gov- mittee of Parliament for his Mini*- ■ 

ner on lines similar to those in eminent as a whole or any per- try that the setting up of an Om,“ ' , 

Sweden, Norway and Denmark. 1 aonal integrity or it does not’, add- budsman type of authority suited ,»< 

am convinced that gjich an office jng, “if it does not. naturally it has to Indian conditions was under 

at the Centre to start with should ^ right to say so, and a right even consideration. He conceded that 

prove a great help to the people remove me from office”. there should be some authority; J 

and will be bdneflcial in improving which could deal with corruption '; 

the efficiency of the administration . Similarly, in his Feroze Gandhi without being subject to pressures ^ 

Memorial lecture fn September 1962 or interferttoce. The authority should .1 
Not a Now Idea Minister without Portfolio, be given the same independence as ‘ 

. , * . . !■ *TH ffi _.1.0 .1 T1 • Til .1 1?_ £?!_-. ' 


and will be beneficial in improving which could deal with corruption '; 

the efficiency of the administration . Similarly, in his Feroze Gandhi without being subject to pressures 

Memorial lecture fn September 1962 or interference. The authority should .1 
Not a Now Idea ^be then Minister without Portfolio, be given the same independence as ; 

The idea of setting up an Indian Shri T T Krkhnamachari, said: that of, say, the Union Public Ster- 

Ombudsman is not new. Shn C D “The nature and work of an Om- vice Commission. Shri Nanda 
De^mukh, then Qbairman of the budsman ia somewhat negative and further said that the Ombudsman » 

University Grants Commission, had might afford relief to citizens in- should be a person of high stature , , 

pointed out in 1959 that “an un- jured by the improper exercise of and the channels of communicating^^ 

easy public hears of nepotism, high- executive discretion of positive complaints to him should be 6(0#,,.;; 

handedness, gerry-mandering, fea- maladministrative procedures. I do from influence at any point. 

thering of the nests through pro- 'not, therefore, consider die institu- Nanda did not think that a 

getty, and a dozen other sins pf tion of an Indian counterpart of the agency would bo adequate to doaptfei 

omission and commission and yet Ombudsman as having any positive with corruption throughout, 

ia.Stolpless ior laA of precise data, role to play in the determination country and so there 8lMmld,'l»#^| 

feasts and figures, etidence and and functioning of the relationship similar agencieii in the State 

’ peOiff”, He called for the establish- of the citizen and the executive”. Shri Nanda’a definitive stateiSeimv.Sj 
Xdtatt of “a high-level, impartial, was wlddy inelcomed,, hUt, 


t afetl^ng judlfiiBl tribunal to in- ' (M late, however, official resist- withhi a wrek, he, sfienicd tb bpaf f 
wyort an complaints”, ance to setting up some sort of hasty rotteit. On December 4 . 




hasty reftmat. 


dual if such a tribunal were auAority to deaf with, corruption addrosalng nqwsmen at Ahmetktbad. 
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Omtntdsmsn ig & Scandina- 
/'~‘Viditi institution. Just over a year 
>' ago New Zealand adopted it and 
,; aeveral other countries may follow 
Su^t. In Sweden there are two 
^tebudsmeti. The Justie Ombuds¬ 
man or ‘Prosecutor for Civil Affairs’ 
was introduced in 1915, to de^l with 
military justice and administration. 
The Danish Ombudsman, defined in 
, Ute constitution of 1953 as “a parlia¬ 
mentary commissioner to supervise 
civil and military administration of 
the state”, began functioning in 
1955. 

A Parliament Official 

The Ombudsman is considered 
. an official of Parliament. The 
Danish Ombudsman is required by 
statute “to keep himself informed 
whether a'ny one subject to his 
authority commits injustice or acts 
negligently in performance of his 
official duties”. The Swedish Om¬ 
budsman is required to exercise 
general supervision over courts and 
civil service. He is required to im 
vestigate charges of illegality, negli¬ 
gence or misuse of official position 
atid to pay particular attention to 
offences involving fraud, abuse of 
power, or actions which impede 
the courset of justice. 

The Ombudsman is given vast 
powers. As the first Ombudsman 
of Denmark, Professor Stephan 
Hervitz, put it in a BBC talk; “I 
have the right to see the files of 
ministers or other authorities that 
deal with the question coticerticd; 
and I ask the polide to help me; 
and can summon people to give 
evidence in court”. He has powers 
to raise questions involving mal¬ 
administration of justice before 
superior courts and to investigate 
cases involving detention of persons 
and deprivation of liberties. All 
State establishments are open to 
his personal inspection. 

The Ombudsman may initiate 
' enquiries on the basis of written 
complaints from thp citizens?, filed 
wi^ln one year of the alleged of- 
fence, or on his own initiative on 
the basis of press reports or confi¬ 
dential complaints. Cases of corrup¬ 
tion, et^; may also be discovered 
^ring die inspection tours he 
undertakes periodically. 


Inveaitipttidn ^ by « 

virtually con^ete lack of eaeecutive 
authority. He can only krhig cases 
of miscarriage of justice to the 
notice of superior courts. This is 
done by instructing the public pro¬ 
secutor to start criminal proceed¬ 
ings against the guilty or by re¬ 
commending the plaintiff for legal 
aid ih pursuit of civil remedies. 

No Executive Authority 

The Ombudsman has no execu¬ 
tive power. He is just a national 
counsellor and a custodian of 
public conscience in matters of 
private rights. He stands on the 
sideline of the government to ob¬ 
serve, appraise atid censure. Where 
then lies the basis of his power? 
As a report by the British section 
of the International Commission of 
Jurists, entitled ‘The Citizen and the 
Administration’, explains: “In prac¬ 
tice the real sanction is the publi¬ 
city which is given to the Ombuds¬ 
man’s criticism of the administra¬ 
tion in his annual reports to Parlia¬ 
ment but more specially to the daily 
press”. The report makes a dis¬ 
tinction between complaints relat¬ 
ing to bad law or policy and official 
conduct. The former is a matter of 
ministerial responsibility. The latter 
relates to official misconduct, i e, 
failure of the administrative autho¬ 
rity to observe proper standards of 
conduct and behaviour I'n exercis¬ 
ing Its administrative powers A 
public official, for instance, may 
show unfair preference when allo¬ 
cating a government contract. Or 
inefficiency, negligence or error on 
the part of an official may cause 
loss or damage to an individual. 
More rarely, official misconduct may 
consist in a decision so harsh and 
unreasonable as to offend natural 
justice. 

The report recommended the 
establishment of a British counter¬ 
part of the Ombudsman to supple¬ 
ment, though not supplant, the 
existing vigilance machinery and 
to make it more effective by pro¬ 
viding a ready and simple means 
of securing an impartial investiga¬ 
tion of oomplaints of maladminis¬ 
tration by an officer of Parliament 
who is independent and enjoys the 
same status and prestige as the 
Comptroller and Auditor General. 
The Ombudsman would submit 
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Nehru, .Grand ArUtiw 

In India so far, in .the absent 
of suitable machinery, the Prime 
Minister has had to act as a grand 
arbiter, listenii^ to complainte and, 
explanations, defending the res¬ 
pondents and soothing the com¬ 
plainants. Besides diverting his 
attention from important public 
affairs, this practice has undermin¬ 
ed his personal authority, even his 
motives being questioned often. 
Similarly, tlie value of od hoe en¬ 
quiries of the Denning variety, to 
which Pandit Nehru has rpferred 
frequently in his note to the Pre¬ 
sident on the enquiry by justiep 
S R Das into the allegations against 
Pratap Singh Kairon is doubtful. 
It is well to remember the specula¬ 
tion which preceded the publication 
of the Denning report about whether 
it would be published at all and, 
if it was, which parts of it would 
be suppressed. In India Pandit 
Nehru refused to publish the Das 
report on the Malaviya-Serajuddin 
affair on the ground that it was 
meant solely to guide him. This 
is the danger of asking ad hoc com¬ 
missions to report: when their 
report.s are favourable to the exe¬ 
cutive, like the Denning report, 
they are published and when tliey 
are damaging, they are suppressed. 
Finally, while the Special Police 
Establishment has been successful 
in publicising four digit figures of 
their annual “catch”, when it 
comes to the really big sharks, the 
S P E is no better insulated against 
political pressures. ' 

The setting up of a ‘Vigilance 
Commission’ which Shri Nanda 
promised at Ahmedabad will not 
improve the situation. An Ombuds¬ 
man, whether we call him Parlia¬ 
mentary Conunissiofier or Dharma- 
dhyaksha^r a plain Grievance Man, 
is undoubtedly the solution we are 
looking for. But if on the plea of 
adapting the system to Indian con¬ 
ditions, the Ombudsman’s powers 
and functions are curtailed, no man 
of competence and integrity will 
care to accept the post and it might 
serve just to provide employment 
to some iricompetent, unsuccessful 
party poliician. 
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The Food and Agriculture Ministiy’s Farm Management Studies indicate that ‘smatiness’ of size has 
hat proved a deterrent either to the realisation of high net income per acre or to capital construction through 
thp application of surplus labour. 

Of course, the higher net income per acre on the smaller farms cannot be attributed to their 
‘snudlness’ as such. It is the result of factors maldng for more intensive cultivation, sueh as more irriga¬ 
tion, larger application of family labour, more intensive cropping, etc. 

Under the system of family farming and labour-intensive techniques, it appears, therefore, that pro¬ 
ductivity of land and total output can be raised if the structure of land ownership is altered and a more 
even distribution of land is secured which would make for greater identity between ownerships management 
and labour. 


JT ib argued here that unlike in 
manufacturing industry, the 
technical conditions of crop pro¬ 
duction do not impose the ki'nJ of 
constraints which make the enlar¬ 
gement of farm size indispensable 
for absorbing improvements in 
fanning techniques or for the 
optimum utilization of indivisible 
equipment, The available empirical 
evidence for India suggests that 
the costs on account of indivisible 
factors such as bullocks cannot be 
considered to be particularly higher 
on smaller farms where family 
labour is abundant and that, owing 
to the labour-intensive techniques 
of cultivation, managerial and 
supervisory bottlenecks are con¬ 
spicuous on larger farms. These 
factors, together with the fact that 
under conditions of family-farming 
the farm production unit is inter¬ 
twined with the family con-surap- 
tion unit, explain why small farms 
are invariably characterised by 
higher capital value of land and 
larger net income per acre. 

According to the theory of Uie 
firm the internal economies of 
large scale arise upto a point owing 
to (a) specialization and division 
of labour in the production proces¬ 
ses made possible by technical pro¬ 
gress; and (b) optimum utilization 
of indivisible equipment as well as 
management. Underlying these ad¬ 
vantages are certain technical con¬ 
straints common to manufacturing 
industries under conditions of fac¬ 
tory production Technical progress 
and division of labour lend to mafcif' 
the site of the plant bigger. Most 
of the machinery of the plant is 
tech'Dically immobile so that Ae 
Dptimiim utilization of such equip¬ 
ment nece^arily entails the expan- 
*ton of outjiut. 




Agriculture, on the oAcr hand, 
is essentially a biological process, 
land being the primary agent. Due 
to the fixed nature of Ais biologi¬ 
cal process n regard to Ae nature 
of Ae commodities to be produced, 
the production period and the 
technical processes, Ae scope for 
specialization and division of labour 
H very limited. Technical progress, 
to Ae extent possible, assumes the 
forms of external aids to land such 
as better tilling, improved seeds, 
fertilizers, insecticides, etc. Since 
land as a factor of production is 
perfectly divisible and since many 
inputs, e g, ialiour, water, seeds, 
manures and insecticides, etc, are 
equally divisible, unproved methods 
can he applied to land, irrespective 
of the latter's size. 

Optimum Olilisaliun Possible 

Insofar as equipment, like a pair 
of bullocks or a machine, is not 
technically tied up wiA land and 
can and has to be removed from 
land once its operations are over, 
the optimum utilization of this mo¬ 
bile, though indivisible, equipment 
Ls possible by employing it on dif¬ 
ferent farni.s on a hire or exchange 
basis. Despite this tech'nical possi¬ 
bility, some element of under-uti¬ 
lization of such equipment can be 
expected owing to institutional 
and psychological obstacles to ad¬ 
justment, especiallv under condi¬ 
tions of seasolial demand for Ae 
equipment. 

In the case of management, how¬ 
ever, Ae economies of scale can be 
realized upto a point, especially in 
the long run. Since farmmg pro¬ 
cesses require close personal atten¬ 
tion at each stage and since Ae 
scope for division of functions and 


Ae delegation of responsibility is ; ^ 
very limited, managerial and 
supervisory bottlenecks arise at ' 
comparatively lower levels of 
size. This stage will be reached ;|i 
much earlier under iabour-ihtea' 
sive techniques of cultivation, as 
Ae human problems of maiittge-. 
meiit can be expected to be parti' 
cularly acute in such a situation, 
Under the system of family-fanri' . 
ing such as iii India, Ae owners or ^ 
cultivators are themselves the nm, , 
nagers who also perform mantuif '-'yl 
work in most cases. The existing 
mode of cultivation does not re- ' v 
quire highly specialised technical 
skills on the part of Aese managers. . 
Nor have Ae entrepreneurial abili* 
ties a very significant role to play •“ | 
especially as farming is carried on j'J 
partly for househoM consumption, 
Sujiervision of farm work is realty 
the mo.st important part of man#* 
gerial functions under the existli^Ja 
conditions. Viewed Aus, manage- 
ment is not a very scarce input 
among small farms where Acre is 
an abundance of family labour. 
Also, the prevailing labour-mtete 
sive techniques of cultivation render \-S 
managerial or supervisory functions. 
very difficult to perform on lar^ 
farms. TTierefore, from the stand^f, 
point of efficiency, the problem fe ’jS 
not so much the under-utilization 
management input on smaller fari^ 
as Ae diseconomies of large 
operations arising from managerial S 
and supervisory bottlenecks 
larger farms. ■ « 

Bullocks and implements 
constitute Ae major indivisitdn' 
tor in Indian farmmg. Thai 
Management StuAes haw 
that a large number of cultr^MiQj'^ 
in several parts of the coMntrt»**w*fe ^^ 
belong to the small size gjiqmi 
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emiuttnictiiMns. 
„ . J«nibi6» l^xniT duirgw 

itmilily and hind) for the 

«f atuihaiB hfve been sepa- 

rnti^^'frwn bullock costs. A signifi- 

(anerpng from Table 2 is 
tlm nat ioconus per acre is rela* 
higher anulhg small siz^ 
0 Oiq» nod tends to decline among 
me Urgar farms. Land is expressed 
here in terms of simple acre*, un¬ 
standardized with respect to fertili* 
ly. But t^re is no reason to think 
mat the fertility of soil would he 
lowar on larger farms. The dec) in- 
i!^' tendency does exist in regard 
to die current fertility of land which 
is made iqi of the original iertility 
and fertility resulting from man¬ 
made improvements on land — the 
latter indicating the efficiency of 
land utilization. The average per 
acre rental values for each size¬ 
holding for some regions given in 
brackets clearly indicate that the 
capital values per unit of land must 
be higher among smaller size groups 
and diat these values decline as the 
farm size increases. The higher 
values reflect fn part the availability 
of irrigation which is proportionate¬ 
ly higher on smaller size farms (see 


Size-group 

(acres) 


Upto 1.25 
1.26 - 2.50 

2.51 - 3.75 

3,76 - 5 00 
5,01 - 7 50 

7.51 - 10.00 

1001 - 1500 

15.01 - 20.00 

20,01 - 25.00 

25.01 - 30.00 

30.01 ~ 40.00 

40.01 - 50.00 
Above' 50.00 


Uttar 

Pradesh 


.. hi- ‘•Ii''4hidjsm^',i4 ’* 

of capital fmnauftira; ; 
the differences reflect yivintitma « 
other man-nwde improvements 
land which also r epres i in t ctqsita! 
formation. It is reascmable to sup¬ 
pose that the lower the level of in- 
come of the cultivator, the greater 
will be his attachmem and concern 
1 for hie land — the principal means 
I of production — and consequently 
the greater will be the incentive to 
‘ make improvenents on it. 

f *Sii«dlneMp n«. nsterreni 

I ’ These facts indicate that the 
I ‘smallness’ of size has not proved a 
f particular deterrent to capital cons- 
. truction through the application of 

> surplus labour. Nor has it prevent* 
f ed the cultivators from realizing 
r higher net income per acre. If the 

element of over-estimation in the 
I present figures of bullock costs for 

> small size groups is eliminated, the 
I net incomes per acre would turti 
. out to be even higher. At the same 
. time, these figures cannot be taken 
r to imply that the higher net-income 
! per acre among smaller size-groups 

is attributable to the ‘smallness’ of 
• size us such Rather, they are trace- 

Tuble 2 i Net Income and Rental Value 
(In Hufiees Per Acre) 


Punjab 

( 2 ) 


of iirigtST^ 

intendty' WklraMm and larger op-.' 
ptkatkmqffljh^iiy labour, it is ob^c 
Otis thot 'Alpte 'a pmm in the size 
range dteie lacKmi have tittle to do . 
with iataUize $* Mch but ore prom¬ 
pted by ^ need to secure a luilii- 
mun subsutonce for die {suw*faiBily. 
The efficiency of the managerial fac¬ 
tor among these* siBe*gnMips may be 
a contrimititig factm. Among the. 
large-sized farms, tm the other hand, 
management may be both insufficient 
to meet the increased needs of 
supervision and inefficient owing to ' 
the dissociation of ownership front 
management on the one hand and ttf 
managemoit from work, on. the 
other. In fact, this Aiay ex]daiti 
why labour input per acre atooiqi 
large size-groups » found to be M* 
latively lower (see Farm Manage¬ 
ment Studies). 

'Ihus, from the standpoint of effi< 
ciency the basic problem is not so 
much the ‘uneconomic’ ., nature of 
small holdings as ’.the insufficieticy 
of inputs, patdculaxly labour, and 
the consequent low productivity per 
acre among larger farms — particu¬ 
larly those above 10 acres which 
are known to account for over two- 


Bombay 

(7)' 


West 

Bengal 

Andhra 

Madhya 

Pradreh 

Madras 

_._(3) 

’^74) “ 

(5) 

(6) 

184 

354 j 

. ) 

132 

188 

(204) 1 

305 1 

} 

(50) 

184 

162 

(192) ■ 

1 285 

> (175) J 

79 

1 

456 

^40) 

200 

236 ) 


126 

195 

(168) 

234 ) 

69 

(39) 


129 

136 

(176) 

213 

-21 

(43) 

89 


(169) 

282 

66 

(i7) 

45 


fl«5) 

1 ! 

fi6 

1 

(21) 

6} 


(30) 


Note- The figures of rental valuw are given in Size-wire figures of rental values of owned toad ale nor avail¬ 

able for Uttar Pradesh, West Bengal artd 'Ma®iyi Pradesh, 

SnmwM! Studies in Economics of Farm ManagemeittttUttat Pradesb, Panjsd),. IVest Beaaah Btadms and Rombay, for ffie 
1955-56 and 195&S7; Mttdhys Priderf, for the years IfiSMTaWl 1956-57; and Andtoa for ^ 
^rt 1957-58 and 1958-59, 
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,oi llw 

;4llt(«V)^;«ft4yBia $iig£^sta 
.tj^ iifsjtieftti of iamily-farmit^ >a1a4 
iKbpttr-tntenaive tepljniques,, ^oduc- 
4jvity of land and total output .can 
be increased if the structure of 
land'Oiyner^ip is altered and a 
more even distribution is ensured as 
this would, among other things, 
make fqr greater identity between 
the factors of ownership, manage- 
jnent and labour. Alternatively, if 


the atnictt^ of. laud owhcr- 

«hip da, not to be distudbed, then 
the. intiioductioB of mechaniaed pro¬ 
cesses would become necessary for 
sa more effective utilization of land, 
as this would lessen the supervisory 
and managerial bottlenecks on lar¬ 
ger farms. Of these ,two alternatives, 
the former has already proved far 
from politically feasible. The latter, 
though not quite desirable, at any 
rate in the immediate future, from 


tliiB>''«cii(ndiaio fa be- 

. gi|((shifl,Ily in many 

part* .of ifte count^. In view of the 
existi'Rg high man-land ratio and 
the conemtration of land-ownership, 
the mobility of land* to the extent 
it takes place from the larger to 
the smaller or middle-sized groups 
through sales and puridtases and 
through tenancy on a Commercial 
basis, should be considered desir¬ 
able. - 
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Mid-Term Appraisal of Third Plan-I 



T^HE Third Plan was conceived of 
■*■ as *‘the first stage of a decade 
or more of intensive development 
leading to a self-reliant and self¬ 
generating economy”, hs major 
targets were an increase m agri¬ 
cultural production of 110 per 
cent, ill industry of 70 jier rent and 
in national income of Itfl per cent. 
The “Mid-Term Appraisal” of the 
Plan by the Planning Commission, 
released last month, leaves little 
room for hope that any of these 
targets will be achieved. 

In the first two years of the Plan 
the annual rate of increase of na¬ 
tional income is estimated to have 
been about 2.5 per cent as compar¬ 
ed to the average rate of over 5 
per cent per annum envisaged for 
the five-year period. At this rate, 
national income has piohably bare¬ 
ly kept pace with the growth of 
population, leaving jxt cajiita in¬ 
come untouihed. The taiget of in¬ 
crease of pei capita income is 17 
per cent over the five years, or over 
11 per cent per annum. If the target 
of increase in national income is to 
be achieved now, the annual rate of 
growth in the last three, years of 
the Plan wouhl have to he about 8 
per cent — a rate higher than that 
considered possible foi the Fourth 
Plan on the assumption that the 
Third Plan achieved all that was 
expected of it. 

The jinntipal leason for the dis¬ 
appointing rate of growth of na¬ 
tional incoine is the set-back in 
agriculture, which is still the largest 
proportionate contributor to national 
income As against the average an¬ 
nual rate of 5 per cent expected in 
the Plan, aggicgale agiuultural 
production rose marginall) by about 
1 pci cent Ill 1061-62 and then de¬ 
clined by over .'■! per cent in the 
following year, so that in 1962-6.1 
the index of agncultuial production 
was actually lower Uian in the last 
year of the Second Plan. Within the 
agricultural sector the trends in res¬ 
pect of individual ciops have varied.^ 
Foodgrains production as a whole 
showed no increase in the first year, 
remaining at about 79.7 million 
tons, the level of the last year of 
the Second Plan, and then declined 
to 77.5 million tons in 1962-63 The 
output of both rice and wheat, the 


principal fraid crops, declined signi- m the Third Plan document, 
hcantly m 1962-6.3 Among the cash wu . t j • 

< rops. output of sugatcane was . ‘“T 

lower in both years compared to « outlay^ the 

1960-61, and that of cotton fell ' changed. The loul 


sharply to 45 lakh bales in 1961-62 
hut rose m 1962-63 to the 1960-61 
output of 53 lakh hales. 

Industrial Sertor aim DitappoinU 

While the set-back in agnciiliure 
has been the principal contributor 
to the shortfall m the rate of growth 
of national income, the performance 
of the indiistiial sector has been by 
no me,ans in keqring with Plan ex¬ 
pectations. Compared to the ex- 
[lected average annual growth rate 
of about 11 per cent, Industrial pro¬ 
duction rose by 6.5 per cent and 
8.0 per cent in the first two years. 

It IS tiue that the rate of growth of 
output of capital and intermediate 
goods induHtnes has been higher 
than that of the general indax, but 
most of even these Industries lag 
hehiTid targets. In fact what is more 
significant than' the set-back in ag¬ 
gregate production is the fact that 
the shortfalls have occurred in the 
very industries which are of crucial 
importance, like iron and steel, 
aluminium, machine tools, heavy 
chemicals, fertilisers, etc. and that 
the gaps are not expected, even by 
the Planning Commission, to be 
bridged ni the remaining years of 
the Plan. The Fourth Plan, there¬ 
fore. will have lo start with appre- 
< lahl) lower supplies of vital capi¬ 
tal and intermediate goods than 
postulated in the long-term perspec¬ 
tive plan for the economy contained 

Table 1 : Oullay by Head of Development 

(Jis Crores) 


outlay of the Centre and the States 
during the three years 1961-64 is 
estimated at alvout Rs 4,20Q crores 
or about 56 per cent of the five, year 
provision isee Table 1), And jud¬ 
ging hy the rate at which outlay has 
been rising during the first Uiree 
years and in the light of the position 
in regard to the availability, ol 'fi- 
nanrial resources, it may W bon- 
fidenlly expected that the targpts of 
financial outlay will be broadly 
achieved, if not exceeded. As for the 
private sector, while estimates .^f 
investment are understandably more 
difficult to make, data Relating to 
capital jg^es, bank and other inw- 
tutional I redit to industry, impdrts 
of capital goods, etc, lead the Plan¬ 
ning Commission to coiicludte thht 
aggregate private investment in in¬ 
dustry in the first two years of the 
Plan has kept up to Plan expecta¬ 
tions 

The Plan visualised an invastii 
ment of Rs 6,300 crores in the pub¬ 
lic »!Pclor. In addition, there was 
a provision of Rs 1.200 crores for 
financing current outlays on the 
Plan, Thus the aggregate financial 
pr<»vihiori for the public sector plan 
came to Rs 7,500 ciores. Table 2 
indicates the pattern of financing of 
Plan outlays m the first three years. 
It is immediately apparent that 
there hav'p been some .significant 
divcrgeneies from the expected, pat¬ 
tern The contribution of current 


Plan 


1961-62 1962-63 1963-64 Total (5)asppr 


Provision Actual Revised Budget 


cent of (1) 


Agriculture and Communilv 
Development 


and Flood Control 
ji-Bower 

Industry and Minerals 
Village and Small Industrii 
Transport and Commiinica 
lions 

Soriid Services and 
Miscellaneous 
Inventories * 



(n 

(2) 


(+) 

(5) 

(6) 


1,068 

147 

187 

227 

561 

5S 
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104 

120 

117 

341 
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1,012 

139 

1»8 

247 

S69 

«6 


1,520 

186 

258 

365 

809 

88 


264 

38 

44 

44 

126 

48 


1,4«6 

302 

361 

389 

1,052 

71 


1.300 ’ 

214 

261 

265 

740- 

97 


200 

— 

— 

— 
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I is distributed 

under venous heads. 
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,... - 'i«^bli‘' A«» ^p^^m 

,^0, 'pvttT: ,tlie ;€ye»)toir p«^«f; '’flbS'-ill, 
M^^jtti) gf i«Ct fia^ tJomal ;*®* 
i^p1», at 1960^61 mei gl -^. 
iipn, b«&* at the Centre aa^ in the 
Stitljes were tmder-eetiitiated In the 
Ran aj^, on the hn^e of trends in 
die first three years, are expected tu 
«oeed the Plan estimate by no less 
^iiai] Ra 800 croree over tw period 
,1961-66. That there atill has been 
a ^eabie deficit in current rev©- 
iniMe is because aon-Plan expendi¬ 
ture has exceeded ^ expectations 
A large part of the deficit oocurs in 
file Centre’s 1963-64 Budget in 
,which current rev^ues diow a de¬ 
ficit balance of Rs 433 crores, large¬ 
ly due to the steep rise in defence 
,(pending. In die light of the expe¬ 
rience of the first thim years, it may 
be taken for granted that die con¬ 
tribution of current revenues to 
Ran finance would be negative over 
die five-year period. 

Tu Revenues Baan 

The five-year target of additional 
taxadon to be undertaken by the 
Centre is Rs 1,100 crores. Addi¬ 
tional taxes introduced hi the first 


'/Irif.? - 'dia:’'‘RaB jporu^ 'as> A'- 
.' turn 0m 

'» .eatfipatoA at a fittle biwr . Rs 
1,900 ^raoKS, «cce«Rag the target 
by about &s ^ crores. For aifr 
States the five-year target <rf atidi- 
doaKt taaadon is Rs 610 crores. 
The effmrt made so iar, however, 
has been fiis^peintmg, the. adih- 
tional revenue likely to accrue over 
the five yeers from the additional 
taxes introduced in the first diree 
years beinu estimated at Rs S60 
.crores. Taking the Centre and the 
States, die yield from additional 
taxadon is thus likely to exceed 
the Plan target by about Rs 700 
crores even if mg fresh taxadon is 
introduced - in the remaining two 
years. However, even this sub¬ 
stantial improvement would not be 
adequate, to offset the deterioration 
under the item 'Tiaiance from cur¬ 
rent revenues”. 

In view of the performance in 
the first three years, it appears 
likely that the contribution of the 
Railways over the five-year period 
will exceed the Plan estimate of 
. Rs 100 crores by Rs 40 to 50 
crores. On the other hand, sur- 

TaUe 3 : Fhlanciaa the Plan 

(/h Crorti) 
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rih« :^tes 
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vjTrWMxwiij llvll fine 

whole, the cm^ihiHloii State 
enterprises is M .reach 

close to die ta^ of R» 1S9 crmres 
over the five years. 

PaUh: BenwWlnd 
In the first three years, the 
Centre and dm States have together 
covered 69 per cent of the taiget 
in respect of market loons. It needs 
to be noted, however, that the 
States have bwn drawing on ^ 
market at a rate much faster than 
that visualised in the Plan. Over 
the five years, total market borrow¬ 
ings are expected to exceed the 
target of Rs 800 crores. As for 
small savings, the collections in 
the first three years amount to 
about R.S 327 crores, so that if die 
Plan target is to be achieved receipts 
in the last two years would have 



Five Year Pattern of P'>nancing 
ar Visualised in the Plan 

Centre * States Totai 

1961-b2 to 

Centre States 

1963-64 

Total 

(4) as 
Per Cent 
of (1) 

<5) as 
Per Cent 
of (2) 

wAs 0 



1' 

2 

3 

4 

6 

6 

7 

8 

9 

1 

Balance from Current Revemiea 

410 

140 

.150' 

—389 

+ 110 

—279 


79 

_ 

2 

Additional Taxation 

1,100 

810 

1,710 

743 

188 

081 

68 

31 

64 

S 

Railwaye’ Contribution ** 

100 


100 

72 

— 

72 

72 

— 

72 

4 

Surpluses of Other PuUiC 
Enterprieea f 

300 

ISO 

iK< 

67 

72 

130 

' 22 

48 

31 

8 

Market Loans ft 

476 

326 

MO 

272 

276 

648 

67 

86 

80 

6 

Small Savings i 

213 

387 

60C< 

136 

102 

327 

03 

50 

66 

7 

Unfunded Uebt 

183 

82 

26r 

132 

46 

178 

72 

56 

67 

8 

Steel Equaliaatlon Fund 

105 

— 

ion 

28 

— 

26 

26 


26 

» 

Balanee of MisoeUaneous 

CMiltal ReoeilHe over Non-Plan 
Di^rsements 

428 

—268 

170 

483 

-40 

43r 

113 
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Total of Items 1 to S 

8,814 

tA8« 

4,780 

t.64t 

886 

2,876 

40 

68 

SO 

11 

Bxternal Asalstuice If 

2.,200 

— 

2400 

1406 

— 

1,206 

56 

— 

66 

12 

Deficit Financing 

524 

2« 

560 

824 

—s 

616 

UO 

— 

112 

18 

Total of Items 16 to 12 

8,088 

1A82 

7400 

8471 

827 

4,188 

88 

57 

66 

14 

Central Assistance for State 

IHana 

-2,375 

2475 

, ^ 

-1468 

+1468 


63 


_ 

1b^ Total Kesoure^s 

8,068 

8,a«r 

7400 

t,16S 

tmn 

4,198 

5ft 

68 

66 


* Ifldudn Union Territonet 

* Exclvdia{|^|ie amount raised by way of citaUgn in fares and freiabts which is indiuded under item 2 

amount raised by way of changes hi ponid rates'wbidi it Jndtuded under item 2 
r At the Plain, receipts under market loans rribr to net absorption <» Govemmem securities by the Public. Corres- 

• poai^^^Hbficit financing refers to changes in ...^ovemtneat^t indtb^ness to the Reserve Benfc. 
t Incl^^^wre bonds, gold bonds end recripti from compulsory di^matt scheme i ^ 

t receipts fn»n foro^ graasa and leans u w^ ss net accretion of rupee rbsounies armng frciea P L 480 






{rootlOe expected 
to W.',dlp^»'S0^ 'ctbres higher 
thAn jRpiaaflH nwinly owi^g to 
larger Ittadl he^f avaitabie under 
piovi4eit( 'Bchimea for Gov- 

On aOCotmC ot the upward revi¬ 
sion cd ^e ateel retention prices 
and tile diort-fall in steel output, 
accretioits to die steel equalisation 
fund would be substanti^ly lower 
than Rs 105 crores expected hi the 
Plan. The excess of “miscellaneous 
capital receipts” over non-Plan 
disbursements is expected to show 
an iaqirovemeot over the estimate 
of Rs 170 crores made in the Plan. 
Similarly, counterpart funds from 
import of foodgrains under PL 480 
available for financing the Plan 
will be, it is expected, Rs 500 crores 
over the five years as against the 
Plan estimate of Rs 400 crores. 

It is, however, in respect of de¬ 
ficit financing that the five-year 
target has already been exceeded. 
In the first diree years deficit 
financing by the Centre is expected 
to amount to Rs 624 crores as 
against the Plan estimate of Rs 
550 crores for the Centre and the 
States together over the five years. 

Summarising the general posi¬ 
tion in respect of internal resources 
the “Appraisal” states; “On the 
assumption that external assistance 
on the scale required would be 
forthcoming, that every effort would 
be made to realise Plan esti¬ 
mate in respect of small savings 
and that it would be possible to 
avoid further significant increases 
in non-Plan expenditure, the over¬ 
all resources position for the five- 
year period should, on present 
indications, show a marginal im¬ 
provement over the estimate indi¬ 
cated in the Plan”. Elsewhere it is 
stated that “considering the actual 
pace of implementation in diffe¬ 
rent sectors, it is reckoned that, 
over the five-year period as a 
whole, the total outlay in the public 
sector... might be close to Rs 
8,000 crores”. 

Balance of Payments 

The Plan estimate of the gap 
between total imports during the 
five years and the capacity of the 
country to pay for them out of its 
own earnings is Rs 2,600 crores — 
Rb 1,900 crores for imports of 




capital goods aad macbinery fe- 
quired for Plan projects and Rs 70(1 
wares for non-project imports aud 
re-financing external debt. As 
against this the gap between im¬ 
port payments and foreign exchange 
earnings was Rs 390 crores in 
1961-62 and Rs .359 crores in 1962- 
63 which was covered as follows: 





1961- 

62 

(ffi , 

1962- 

63 

crores) 

IMF drawings 

119 

12 

Private foreign investment 
(grom inflow excluding 
retained earnings) 

22 

26 

Disbursement of foreign 
assistance 

243 

•119 

Ugc of foreign exchange 
reserves 

6 

2 

Total 

390 

359 


Export earnings in 1961-62 at 
Rs 667 crores were in keeping with 
Plan estimates. On the o^er hand, 
there was a net outflow of Rs 12 
crores in respect of ‘invisible’ tran¬ 
sactions (excluding official dotia- 
tion.s) as compared to a net inflow 
of Rs 22 crores assumed in the 
Plan. Total import payments, ex¬ 
cluding PL 480 imports, amounted 
to Rs 916 crores which was Rs 215 
crores less than the estimate of Rs 
1,131 crores made in the Plan. The 
outflow o'n capital account (exclud¬ 
ing official loans and private foreign 
investment) amounted to Rs 129 
crores which was close to the Plan 
estimate of Rs 133 crores. However, 
disbursement of external assistance 
(including private itivestmcnt) was 
only Rs 265 crores as against Rs 
575 crores expected in the Plan. 
This necessitated recourse to the 
I M F to the extent of Rs 119 
crores and drawing down foreign 
exchange reserves by Rs 6 crores. 
The year 1961-62 was thus otic of 
severe strain on the balance of 
payments, principally due to the 
unexpected outflow on the invisible 
account and the inadequacy of non- 
project assistatice. 

The situation improved in 1962- 
63. Export earnings increased by 
Rs 15 crores to Rs 682 crores. And 
while the outflow on account of 
invisible was about the same as in 
1961-62, that on capital transactions 
was Only Rs 58 crores as against 
Rs 129 crores in 1961-62. Utilisa¬ 
tion of external assistance (includ¬ 
ing private investment) also im¬ 
proved, being higher by Rs 80 
crores. These factors made it 


pwaibb «h inqiort 

hi^er hf:m S7 crom than in 
1961-62 aeltihout drawing on ^ 
IMF ea^c^ to the extent of Rs 
12 crores hnd with only a marginal 
reducdon of Rs 2 crores in foreign 
exchange reserve. 

External assistantx; amounting 
to Rs 703 crores artw carried over 
from the Second to the Third Plan. 
This included Rb 329 crores of ad¬ 
vance commitmentl, mainly by the 
USSR and otiher Eastern Euro¬ 
pean countries, earmarked sped- 
fically for Third Plan projects. Tbe 
Aid-lndia Consortium committed 
Rs 1,126 crores for the first two 
years of thet i^jan. In addition, 
assistance amounting to Re 20 
crores was authorised by non-Con- 
sortium countries. Finally, grants by 
the U S A and Canada outside the 
Consortium amounted to Rs 16 
crores. Thus die total external 
assistance authorised for the Third 
Plan up to the end of March 1963 
came to Rs 1,865 crores. Of this, 
Rs 1,470 crores were tied to pro¬ 
jects and Rs 395 crores were avail¬ 
able for non-prpject imports. Of 
the total project aid available, Rs 
359 crores (25 per cent) had been 
utilised up to March 31, 1963. 

Utilisation of non-project aid was 
proportionately higher at Rs 215 
crores (54 per cent). jTiere waa 
thus a joalance of Rs 1,291 croree 
of authorised aid at the end of 
March 1963 — Rs 1,111 crores of 
project assistance and Rs 180 
crores of ’non-project assistance. 

Proipecto for Last Three Yean 

An attempt is made in the 
“Appraisal” to judge the prospects 
for the balance of payments in the 
last three years of die Plan. Dur¬ 
ing this period exports (including 
from Goa) are expected to be Rs 
2,.300 crores, so that the Plan tar¬ 
get of exports of Rs 3,700 crores 
over the five years will be just 
achieved. But since this includes 
actual and expected exports from 
Goa of about Rs 90 crores, there 
has bef^ in effect a shortfall of 
this order in the Plan export tar¬ 
get which was exclusive of exports 
from Goa. The net outflow on in¬ 
visible transactions is expected to 
increase in the last three years of 
the Plan, mainly because of larger 
interest payment tm Government 
account, and is Ukely to be about 
Rs 1(K) crores. Similarly, the net 
out.flow on account of capital trau- 
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sactiotn is aiso expected to trise 
progressively and amount to a^nt 
As 400 crores in all during tiie 
three years. 

Thus from the estimated export 
earnings of Rs 2,300 crores during 
1963-64 to 1965-66, Rs 500 crores 
will go to meet the outflows on ac¬ 
count of invisible and capital tran¬ 
sactions; a further amount of Ra 
100 crores will be needed to meet 
payments that will fall due during 
this period for project imports 
against commitments out of free re¬ 
sources entered into up to the end 
of March 1963, leaving a balance 
of Rs 1,700 crores for financing 
fresh imports. As against this, the 
requirements of non-project imports 
during the three years is placed at 
Rs 2,400 crores so that even if all 
the free foreign exchange earnings 
are used for non-project imports, 
there will still be a gap of Rs 700 
crores. Allowing for the balance of 
non-project aid available al the end 
of 1962-63 and the likely spill over 
of such aid into the Fourth Plan, it 
is estimated that additional non- 
project assistance required for the 
last three years of tlie Plan will be 
about Ra 650 crores. Of this, the 
Aid-lndia Cotisortium has promised 
about Rs 200 crores of non-projett 
aid for 1963-64, so that about Rs 
450 crores of non-project has vet 
to be secured for the Thud Plan. 

The “Appraisal” does not attempt 
to estimate foreign requirements 
for Plan projects. It is recognised, 
however, that it would be "consi¬ 
derably larger” than the sum of Rs 
2,030 crores mentioned in the Plan 
Against this, foreign exchange fi¬ 
nance for commitments of a I ittle 


over Rs 2,100 crores is 
“in sight”. This figure is 
down as follows : 

already 

broken 

(fi 

1 crofci) 

External assistanre available 
at the end of March 1963 

1,470 

Project aid committed by 
Aid-India Consortium for 
1963-64 

'!01 

Commitments already made 
out of export earnings 

■joo 

Private foreign investment 
available for project 

1.50 

imports 

Total 

2,121 


It needs, however, to be pointed out 
that the carry-over of aid from the 
Third Plan into the Fourth is likely 
to be “rttneh larger” than the carry¬ 
over from tfe* Second to the Third 
Plan which was itself about Rs 400 


crores fexduding advance comm^- 
itHHita tk aid specificaDy earmarked 
for Third Pl*tt projects), The 
rough approximation of aid already 
“in sight' to the estimate of total 
requirements of project aid is, there¬ 
fore, misleading and gives no idea 
of fresh project aid required in the 
last two years of the Plan. According 
to the “Appraisal” : “The actual 
requirements of project assistance 
during the last two yeans of the 
Third Plan are being scrutinised in 
detail at present in connection with 
the next meeting of the Consortium 
which is expected to take place 
early in 1904. A more precise pic¬ 
ture of the requirements and the 
availability will emerge only after 
the conclusion of this meeting". 

Prices 

Given the trends m output and 
outlay discussed above, severe prc.s- 
sure on prices was to be expected. 
This pressure came to the surlace in 
the Plan’s secound year. In 1961-62 
the general price index declined by 
3.6 per cent, mainly as a result of 
the iTKfeased ability of agricultural 
commodities from the 1960-61 croji. 
Since April 1962, however, the trend 
of pn(x?s has been upward, with the 
prices of foodgrains rising more than 
the general index. The price rise, 
which was about 3 pei cent in 
1962-63, really gathered momenliini 
m the current year, the increase in 
the general index between Ajiriil and 
September beuig no h’ss than 8 per 
cent ,Oncc again, the hulk of the 
increase has been in the category of 
food articles, partuularly rice sugai 
and gur 

The increase in the genetal price 
index since the hcgining of the Plan 
has been about 7 per cent. This by 
Itself would not be unduly alaiming, 
hut for two reasons. First, it follows 
the increa“e in prices that had occur¬ 
red in the last Plan. During the 
Second Plan jienod, the general in¬ 
dex of wholesale prices and the in¬ 
dex of food pnees both went up by 
about 30 per cent. Second, the 
principal increa.se during the last 
2j years has been in the prices of 
foocl articles and es.sential consumer 
goods. 

If the failure of the expected re- 
lationshijjs between outlay and out¬ 
put to materialise was the cause ot 
the rise in prices, the latter has itself 
contributei^ to widening the gap 
between investment and production. 


A p&it of the teosoa why a financial 
outlay-of the order dnvisiiged in the 
Plan, or even slightly larger, will 
not achieve the expected increase in 
national income or industrial and 
agricultural production is that be¬ 
cause of the price increase in the 
meanwhile, in real terms the Plan 
outlay is lower today than when tlie 
Plan was formulated. 

This is not to say that the rise 
in prices is the only, or even per¬ 
haps the most important, factor res¬ 
ponsible for disrupting the inve.st- 
ment-oiitput relationships postulated 
in 'the Plan.. Shortage of foreign 
assistance, particularly non-project 
assistance, has no doubt been a signi¬ 
ficant factor, though exactly how 
significant is not clear from the 
“Apprai.sal” Similarly, procedural 
or administrative delays have no 
doubt taken their toll. But the 
most imjxirtant factor responsible 
lierhaps is that a number of the 
rnajoi projects included in the Plan 
had not been worked out in suffi¬ 
cient detail at the time, of the Plan’s 
formulation. The result has been 
that estimates of costs and of time 
required to eomplete the projeefs 
have turned out to be highly opti- 
mistie. 4 rough idea of the extent 
In which cost estimates have gone 
wrong may he had fiom the follow¬ 
ing figures • 
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1,630 

23 
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478 

662 

38 

Tran'^port and 




Comrriuni 

1,630 

2,070 

27 

tions 

- 



The outlay 

on 

achievements ol 


the v'aiious programmes of develop¬ 
ment will be discussed in some de¬ 
tail in these columns next week 
It, howevci, needs to be said here 
that considering how tentative the 
estimates relating to many of the 
major projects included in the Plan 
were at the tune of its formulaticMi. 
the overall targets of outlay and 
output given in the Plan are, to a 
great extent, notional. In the pro- 
ces,s of its implementation this has 
emerged as the principal weakness 
of the Third Plan. 

(To be Gonchided) 
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The Jay EDgioeering Works Limited 

Speech of the Chairman, Lala Charat Ram 


•pHE following is thp Speech by 
Lala Charat Ram, Chairman. 
Board of Directors, The Jay Engi¬ 
neering Works Ltd, delivered at the 
26th Annual General Meeting of 
the shareholders of the Company 
on the 5th December, 190i, at 
Calcutta: 

Ladies & Gentlemen, 

I have great pleasure in welcom¬ 
ing you to the 26th Annual General 
Meeting of the Company. 

End of an Era 

As you are awaie, Sir Shn Ram 
Ji, who could well he called tlie 
father of The Jay Engineering 
Works, passed away on the 11th 
January this year. This completes 
one era in tire growth of our Com¬ 
pany, which started rather humbly 
in a motor garage From “uch 
humble beginnings, to a widely 
public owned company, employing 
■nearly Rs 14 crorcs, is the culmi¬ 
nation of the great entreprenurial 
and management effort which Sii 
Shri Ram Ji brought to bear on the 
affairs of the Company I am fully 
conscious of the responsibility thal 
re.sts on all of us now for cotituiu- 
ing this process of growth, and the 
high traditions that we have inhei- 
ited. 

Decline in Profits; Effort of 
Govt Levies 

1 owe an explanation for the 
reduction in profits which has 
necessitated a reduction in divi¬ 
dends. a.s well as in the remunera¬ 
tion of ManagiUig Agents and the 
profit shari'ng bonus of the workers 
r had referred in my speech at the 
last Annual General Meeting, to 
the many escalating factors hear¬ 
ing on the cost of production of 
Industrial goods. The situation has 
continued to worsen during the 
year, and the incidence of excise 
and import duties o'n raw inaterials, 
raw material prices. railway 
freight etc. went up further sub¬ 
stantially. Furthermore, the Sup¬ 
reme Court decided that the Com¬ 
pany must make Provident Fund 
contributions on a part of produc¬ 


tion bonus payments made to em¬ 
ployees, and provision has had to 
he made for this liability, retro¬ 
spectively from January 1960. The 
Hyderabad Factory which com¬ 
menced operations during the year, 
suffered a loss because of the usual 
initial trouble.s. which has also con¬ 
tributed in reducing the overall 
profits of the Company. 1 am glad 
lo he able to state, that the opera¬ 
tions of the current year as of date, 
are satisfactory, and the year should 
end with a much better showitig, 
if no untoward happenings mar 
tile ojicrations My reference here 
is to the unfortunate reactions of 
luboui to the reduction in their 
profit sharing ho'nus payable on 
the basis of subsisting terms which 
have been in operation for all these 
years We are altemplmg to avoid 
any adverse reactions on this ac¬ 
count, but It is uncertain as to 
w'bat direction the labour leader¬ 
ship will take 

Inflatur}’ Tcndeneie* in the Country 
The “cosl-priee” squeeze situa¬ 
tion in which the Company finds 
Itself, IS typical of industrial opera¬ 
tions all over the country. There 
IS rnufb talk about holding the 
price line, and everybody, whether 
it he the (mvernment, Or the labour, 
or llie consumer, seems to he busy 
enlaiging upon the responsibility 
cast on everybody else, for keeping 
prices down. The snag is that 
prices are not a function of sur- 
facial aaitation, hut of iYiter-acting 
fonnomic forces which are not neut¬ 
ralized liv the effusion of gratis 
sflvice You will observe that the 
bulk of increase in costs in our, 
and for thal matter any other ope¬ 
ration. IS almost entirely due to 
official imposts, or increase i'n costs 
of Government sponsored services 
like transport etc. I am not un¬ 
appreciative of the need for addi¬ 
tional revenue caused hv the viola¬ 
tion of our frontiers by Mani land 
Cliina. and for purposes of econo¬ 
mic giowth. I do hold however, 
that the steps that arc taken to 
meet these pressures, must not 
ieonardize the long term economic 
straitegv of a developing country. 


the foremost requirement of which 
IS iltat inflation should not eat up 
the nominal addition to resources. 
It is my submission that prices will 
lie held in check by abstaining from 
infiation oriented measures, and 
not by King Canutish decrees. 

Need for Change in Labonr Outlook 

Our relations with labour during 
the year under review have been 
good. I am however apprehensive 
of increasing tendency in the coun¬ 
try' to think of industrial labour as 
nn absolute over-riding group in 
the community, instead of being 
an integral part of a homogeneous 
whole whose interests are in defi¬ 
nite alignment with those of other 
components of the community. The 
industrial worker community forms 
barely 1% of the total population 
of the country, tfnd ui the national 
interest it would be worthwhile for 
this community to consider the 
impact on the total economy of its 
policies. Their leadership has led 
to short-sighted demands in the 
matter of annual emoluments and 
working conditions which have 
little relationship with the require¬ 
ments of the country’s economy. 
It is saddening to see the image of 
co'nihct of interest that is sought 
to be created between the emplo¬ 
yees and the industry of the coun¬ 
try It is forgotten that the inte¬ 
rests of the two are identical and 
the primary challenge for lioth is 
to enlarge the size of the economic 
j)ie, rather than quarrel over one’s 
share in a constant, or a diminish¬ 
ing pie. More and better jobs, im¬ 
proved wages, and better working 
conditions are possible o'nly if in¬ 
dustry is productive and profitable. 
If planners and politicians are 
really to solve the problem of un¬ 
employment, there is need to under- 
sta'nd how jobs come into being. 
Jobs exist not because of .some, im¬ 
personal automatic phenomenon 
called “consumer purchasing 
power’’, but because of growth of 
industry. 

Motivation of Industrial Growth 

Entrepreneurs start new ventures, 
or expand old ones only when they 
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rial whether sudi ridi takipg entre* 
^neurial activity is sponsored by 


detail* is of vital importaixo, and 
if the fulfiicneht of an ideoloj^- is 


the State or by the people; that is not more important than the ^OTi> 
a question of social liberty rather sion cf increased quantum of goods, 


than of economics. What is im¬ 
portant is to understand that an 
economic enterprise tan perpetu- 


the Planning Commission and the 
Government might cooisitkr reori¬ 
enting the direction of the invest- 


ate and expand itself onlv when it ments being made in the country. 


produces a reasonable return on 
investment for the service that it 


The general index of industrial 
production has so far been less dian 


the 

'peiArt.«Bd'lia hijt^'ikf^'ll^ved ii, 
lbs marled. Iliis Mi^yaa b being 
produced in our Hyderabad factory 
and steps are bciing taken to gradu¬ 
ally ind^ase its production. The 
operadoiis of Hyderabad . Factory 
are however likely to take another 
two or three years to show satis- 
fsctory profitability. 


renders, and ploughs back a con¬ 
siderable part of such earnings. 
Anything that militates against this 
process of earning and plough 
back, cuts at the very roots of die 
concept of fuller employment. The 
shares of spoils of either an acquis¬ 
itive business or an acquisitive 
labour force cannot sustain for any 
length of time by increasing the 
demands on the consumer. They 
must be generated within the enter¬ 
prise by increasing productivity and 
lowering costs. This is the com¬ 
mon task of business and of labour, 
and can only be discharged by an 
understanding labour leadership, 
unhampered in its decisions by poli¬ 
tical and agitational considerations. 

One cause of the image of con¬ 
flict of interest to which I have 
referred above, is the mis-represeri- 
tation by certain elements, that 
business is made up of a few giant 
corporations; these elements haran¬ 
gue the imaginary few giant cor¬ 
porations iVn their “.social respon¬ 
sibilities” and “duties”. Actually, 
this picture is quite false, and in¬ 
dustrial ownership is increasingly 
becoming more and more broad 
hased. Far from being the cause 
of concentration of economic power, 
business, along with the intelligent¬ 
sia, the professional people etc. pro¬ 
vides a counter-vailing force against 
the concentration of all power in 
the ruling apparatus of the country, 
and thereby helps to keep alive the 
concepts of individual liberty gua¬ 
ranteed by our Constitution. 

Progress of Third Plan —Too Slow 

The Planning Commission has 
been undertaking what may be 
termed as an agonising reappraisal 
of the progress of the Third Plan. 
This ^jp^isal ha.s been revealing, 
and ^-li^||ter of concern. Whereas 
iner^M^' of money are 

beiHig^J^red in year after year, 
the rejriittant return on these tn- 


half of what was viaualixed in the 
Plan. We can usefully leam some 
lessons from the war devastated 
economies of Japan and Germany, 
for the economic growth ahd up¬ 
lifting of our own country. Increas¬ 
ing fiscal allocations in our Plan 
budgets would be of tittle avail, if 
there is a decreasing return from 
these. The important fact has to 
be realised that the standard of 
living is meaningful not in terms 
of money, but what the money will 
buy, and money will only buy more 
goods and services, provided the 
productivity of investment increases. 

I have dealt at length on some 
of the basic influences relevant to 
business enterprise, because we our¬ 
selves are to intimately affected 
by those factors. I believe it to be 
the duty of businessmen, to draw 
attention to the existence of such 
basic truths which can be disre¬ 
garded in policy making, only at 
the cost of economic stability and 
growth. 

I will mow refer to certain as¬ 
pects of our Company’s operations 
during the year. 

Increase in Production 

Production of sewing machines 
registered an increase of over 20% 
over the previous year, while the 
production of fans increased b^ 
over 10%. The performance would 
have been better had not the pro¬ 
duction been hampered by power 
shedding in Calcutta, Current 
production levels are maintaining a 
rising trend. A notable feature of 
our current year’s operations is, 
that as a consequence of improved 
production planning techniques, the 
increase in production is not ac¬ 
companied by wirresponding in¬ 
creases in the capiul employed. 

Usha Z(g-.Zaf Introdueed 

Our automatic Zig Zag sewing 
machine under the name ^ *U8HA- 


HUfhee ExiKMta" 

I am gdod that our -exports in 
1962-63 have exceeded the level of 
Rs 1 crore, being about 20% higher 
than last year. Steps are being 
taken to reorganise our exports set¬ 
up for greater sales effort. As a 
step towards that, an independent 
division under the name of “usha 
INTERNATIONA!,’ has been set-up 
in our Sales Agency. We view 
with concern the phenomenon that 
the incremental rise in non-tradi- 
tional exports of the country is far 
below the additional effort and ex¬ 
pense that is going into export 
preunotion measures. This under¬ 
lines the need for some deqree of 
persuasive compulsion, to which 1 
had made a reference last year also 

New Outlook on Management 
Personnel 

We have of late been taking a 
fresh look at our management struc¬ 
ture and personnel. It is not an 
unusual occurrence, that the growth 
of a company is not accompanied 
by commenstirate development in 
its management organisation. We 
have been particularly fortunnte in 
that the personnel policies followed 
by Sir Shri Ram Ji created a de¬ 
voted band of executives in Jay 
Eneineering, which has borne cre¬ 
ditably the burdens of growth of ar 
expanding organisation. It has how¬ 
ever become necessary now to take 
a long term view of management 
requirements, and to bring about 
the necessary rationalisation in the 
structure and staffing of the orga 
nisation. 

N.B : This does not purport to be a 
record of the proceedings of 
t!he Annual Gc^ral Meeting 
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«t nfe Amuiiit General Meeting of 
the ^!tjR|e|u>ji4ei» Of^the Conway 

Genttorai^^i,■ 

1 ptewoie tn exteiid- 

iag A Jbi^uty Ireleeine to yw tdl. 

']^ fli^0tt aiMil Accounts of the 
Con^aiw have already been in your 
hon^. Ym would have found that 
diie haa made outstand¬ 

ing progress r ail round during the 
yesr. 

fn thtf; tragic assassiiiattan of 
President' Kennedy, whi<^ stunned 
all of us,'the world has lost a great 
and noble leader and statesman. It 
was his dynamic leadership that 
led to the spontaneous supply of 
arms and equipment to oUr coun¬ 
try at a time of national peril last 
year. The people of the world will 
remember President Kennedy as a 
man who fought for peace and un¬ 
derstanding among natio^ns and pro¬ 
gressive development in aH under¬ 
developed and backward countries. 
Our hear felt sympathies go out to 
Mrs. Kennedy and the little diild- 
rOn and' die American people. 

A Testilia Tim* 

The past year has been a testing 
time for us from the point of view 
of preparing for the defence of the 
country arid stabilising the econo¬ 
my’s development. The Govemmenti 
the industsial and business commu¬ 
nity, politicians and economists have 
been thinking as to the ways and 
means of gearing up national elFort. 
"nie situation demands policies and 
actions well-tuned to the urpnt 
needs of development, taking into 
account the lessons of the past. The 
mid-term af^raisal of the Third 
five Y«ir Plan has indicated that 
the rate of. increase in industrial 
production has lagged behind die 
target and agi^ltoral production 
has faJred Worse* Against (he annual 
target of -dm actual iftcrfeaSe 

in indusdriil production was 6.5% 
ip 1961-62 andlB»!!i'In 

.ConbertHd t^or^a-hawenbeea-mado 

by your Company’s jute mills to 
build up production and exports for 


earning larger Foreign exchange for 
the country. There was an incxfUMC 
of over 21% in the output during 
1962-63 over 1961-62. The planned 
(^ansion of your Company alio 
ctnttfibated to increased employ- 
pMnt for sidtied mid unskilled 
WUikmnn and technical And super¬ 
visory persoimel, Tlie •complennibt of 
htnad-looms wag incraased during 
'tKa year, 1$^-^ hf lOt to reach 
a totsd* uf iS6. Otffing die current 
year, addldotWl broad-looms 
were instiQhsd raising the total to 
27 against the licensed ciqiacity of 
SO broad-looms. Your Company 
dltts installed 92% of its licensed 
edacity of bmad-lootns. The in¬ 
dustry achieved insullation of only 
just over 50% of tint licensed capa- 
dty, according to available figures. 
With the implementation of a stea¬ 
dy programme of expansbn, your 
Company also made large contri¬ 
bution to export earnings. 

All-round Progress 

It can, iherdtore, bo legitimately 
claimed that your Conoqiany made 
substantial and all round porgress. 
The profit attained in 1962-63 
amounting to Rs. 1.32 crores after 
providing over Rs. 53 lakhs for de¬ 
preciation is not only an all time 
record for your Company but is 
also the highest in the jute indus¬ 
try as assessed from a study of 
published Balance Sheets of jute 
companies for the year. The ma¬ 
nagement adopted a policy of large- 
scale erpansion of the Company’s 
jute mills at a substantial sacrifice 
of their own managerial remunera¬ 
tion. During the last three yean 
ended March, 1963, the total of 
managing agents’ and directors’ 
remuneration amounted to Rs. 
47,176 only. 

Simultaneously with the building 
up of your mills’ ioomage strength, 
successful fabrication of broad- 
looms in the Company's workshop 
‘^twgs also achieved. The workshop 
Ijas'bMn modemi^d and strength- 
v'oned to meet the increasing needs of 
indigeniHts manufacture;. In the year 
1961-62, out of the total bvoad- 
"loomB Installed, 7% was fabricated 
in your own workshop; the percent¬ 
age increased to 33% in 1962-63 


and to as much M 92% in the cur¬ 
rent year. The bwu fabrication of 
looms has, apart from expediting 
your Ci^qiany’e uxp<9>Bu>n pro¬ 
gramme, resulted In a saving of Rs. 

50 lakhs foreign expendi¬ 

ture to the Cfoonuy and econUxny 
to the Con^ny in capital ejqpMidi- 
ture. 

Cai^ Bgefciag .Mantd'netiife , 

The futttpe of the caipst backim 
industry fn this country would p- 
pend on &e growth of donsttniptiun 
in the foreign market, Every ^Oft 
should be made to eneourgge . 
use of double back,in carpet back¬ 
ing for which it is very Jmpurtknt < 
to improve the qual% of carpet' 
backing manufacture in this coUM* 
try. Your Company’s production » 
already well accepted In the over- - 
seas markets. In order to prcqiagale 
the use of double back ^ supply 
of better quality carpet backings 
your Company has already instalM 
2 single beam dressing machiaqs,. 

I meiitioned in my last yeair’a 
speech about the intuiease iw pCi^ 
duction in Sabu Oiemicals & Fertb 
liters unit. I also rderred to the 
modifications in the plant on the 
advice of the tschnka] collahoraf, 
tors, I am happy to state that the 
modifications carried out have re; 
suited in substantial improvement jn 
the output during th* yeW. Ouii^ 
the current year, there should be 
further increase in output as in .the 

E eriod of 8 months ending Novepi* 
er, 1963 there is a 25% increase 
in production ai compared to whsit 
was achieved in the eorresponding 
period of the previous year. The 
substantial improvement in the 
duction of last year could not, how¬ 
ever, contribute to the total earn¬ 
ings of the Company because of the 
higher cost of basic materia's which 
absorbed the advantages of increas¬ 
ed production. The contribution -of 
the expected improvement in pro¬ 
duction to the current year’s Finaiw 
dal results would also depend Oh 
the extent to which the htCteating ' 
epat of basic materials, .pvpr Whkh 
the industry has no control, ' fe 
checked and On die price policy of 
the Covbmitient. Thert is all out 
effort to keep costs" down, increase 
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maintenancs d. ’reabonaM#. {bi¬ 
level. It is hoped that die iBCient 
agreement with the employees of 
the Sahu Chemicals & FerdUzers 
unit will add to the harmonious en¬ 
deavour to further stepping up of 
production in the unit. 


The Government and industry in 
the country have been concentrating 
on increased exports to augment 
foreign exchange earnings. An im¬ 
portant aspect in the matter of ex* 
ports especially with reference to 
lesser developed countries in the 
Far East is the building up nf good¬ 
will by direct contribution to the 
development of industries in those 
countries as the urge to develop 
one’s own economy is paramount in 
every nation. Thailand is a country 
with large availability of Kenaf 
fibre. Many countries including 
the United Kingdom and Pakistan 
have been trying to enter the in¬ 
dustrial field in this Country. Your 
Company has emteivd into a col la- 
poration arrangement with a Thai 
company for supply of techn'cal 
know-how for putting up a jute 
unit to meet Thai needs. In this 
project, your Company will also be 
supplying jute mill machinery and 
equipment from India. While thus 
we shall be exporting our machi¬ 
nery and earning foreign exchange, 
we shall have the satisfaction of 
contributing to the industrialisation 
of friendly Thailand. Your Com¬ 
pany has also undertaken training 
of Thai apprentices in your jute 
mills in Calcutta so that these tech¬ 
nicians fully trained and equipped 
may be able to take up their res- 
posihilities in manning the Thai 
jute mill. It is a matter for prida 
that, here again, your Company 
has given a lead to the Indian jute 
mills. 

All the progress in work, profit 
and export earnings would not 
have been possible but for the en¬ 
thusiastic and willing co-operation 
of the administrative and technical 
staff and workmen of the Company, 
to whom, I convey, on your behalf, 
our sincere thanks. 


Note ; does not purport to 

’ a record of the proceed¬ 
ings of the Annual Geineral 
Meeting. 
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IN THE HAPPV WORU) 
OF CHILDHOOD 



Lost in her dreams, this little girl expresses all 
the charTTi of children everywhere. She is a young 
Garhwali, but her dreams and hopes and happy 
games belong not to her particular region but to 
the separate world of childhood. 

The children of India wear many costumes and 
colours, but all of them bring love and laughter 
into our lives. In their hands lies the future of our 
nation — a tomorrow that we, at the State Bank 
of India, believe to be 
bright with promise. 

Tomorrow, as today, 
the State Bank of 
Incita will serve the 
nation through its 
network of branches 
throughout ths land. 

.. .. . . . . . . 
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Impressive Recovery 


nutmlay, Momtitg 


I 

nALAL STREET is a^n in form, 
stenoingly determined to push 
its 'vtft.y into sew hi^ ground. And 
it will not perhaps pe long before it 
moves beyond the Sth November 
peak fim where it beat a, sizeable 
retivat in -order to gain sufficient 
strength for the nesct phase of its 
upwara journey. It has already re¬ 
covered, within less than a fortnight, 
most of the ground lost in the pre¬ 
ceding fall which had been essenti¬ 
ally in the nature of a technical 
correction of the first major up¬ 
swing reAecthig a basic change in 
the assessment of equity prospects. 

Speculators are full of hope and 
optimism. The business community 
feels that T T K is now a changed 
man, determined to bring about an 
impressive increase in production 
before tackling the problem of con¬ 
centration of economic power. The 
new Finance Minister has already 
held out various assurances which, 
if and when translated into action, 
should stimulate business confidence 
and give a new drive to the eco¬ 
nomy. The Select Committee’s sug¬ 
gestions modifying some of the ri¬ 
gours of the Companies (Amend¬ 
ment) Bill have been well-received 
in business circles and the stock 
market is particularly pleased with 
the Committee’s recommendation 
that loans taken prior to the new 
enactment should not be converted 
into shares, except if the company 
has defaulted in repayment and 
failed to remedy the lapse within 
three months of the service of notice. 

While speculators seem convinced 
that Shri Krishnamachari will do 
everything possible to revitalise the 
capital maiket, investors are st’ll 
fighting shy. But this is mainly 
because investors have had to pay 
very dearly for their indiscriminate 
purchases during 1961 and 1962. 
Notwithstanding official assurances 
about toning up the capital market, 
response to new issues is still rather 
tukewarm. That quite a large num¬ 
ber of new firms should be' ventur¬ 
ing Into the market for raising funds 
is. however, an indication that con- 
fidebOe is returning to the cajiital 
morkett though rather slowly. 


Cotton. 

FtttnrM ftt New Vtak 

^OTTON futures last week rOse 

to a new high level for the 
-Kison. llie Mardi contract which 
could be had at Rs 7(X) (per 3 
quintals) on the last day of Nov¬ 
ember was bid up to Rs 724,25 on 
lOth Ilecember — well above the 
previous high of Rg 720 recorded 
on 22nd July, the starting day of 
the contract. The impressive rise 
in futures in a matter of few days 
is due both to heavy short covering 
and sustained bull support based 
on a reassessment 'of the basic out¬ 
look for cotton following the 
downward revision of crop esti¬ 
mates. The 1963-64 crop which 
was at one time estimated around 
,59 lakh bales is now placed around 
36 lakh bales. Crop ideas have 
. been' revised downward mainly due 
to the damage to the Gujarat crop. 
Production fn Maharashtra and 
Madhya Pradesh is also believed 
to be less than in the previous 
season. 

The strength in futures can by 
no means be attributed to any ex¬ 
cessive speculative activity. For 
the strength has been far more 
pronounced in the spot material. 
Certain varieties like C02 and 
197/3 are quoted almost at the 
ceiling; Other varieties are quoted 
only Rs 30 to Rs 60 lower. The 
strength in the market is remark¬ 
able in face of the fairly satisfac¬ 
tory tempo of arrivals. Mills which 
had been keeping 'off the market 
for quite some time because of 
their comfortable stock position 
have been evincing keen interest in 
the market recently. The feeling 
is gradual'y gaining ground that in 
view of the likely increase in con¬ 
sumption as a result of increased 
spindleage, the cotton supply posi¬ 
tion will become difficult unless the 
authorities are able to arrange siza¬ 
ble imports. But import prospects 
do not seem very oromising. Com¬ 
pared to the prevailing spot prices, 
futures look much cheaner; in ready, 
Mog'ai' fine 25/32” which forms the 
basis of the hed«ft contract is ouoted 
only about Rs 20 per candy below 


the statutory tieUing. Mills have 
turned their attention to the futu¬ 
res market because of tbe relative 
cheapness of the hedge contract. 

If the current crojp turns out to 
be around 55/56 laldt bales and if 
prices continue to show a bardD- 
iting tendency because of increased 
consumption, the buffet! stock 
schesne about which so much 
been heard until some weeks ago 
will have to be given up unless, 
of course, the Government is able 
to secure large supplies of U S 
cotton under P L 4W0; buying 
cotton for the buffer stock by incur¬ 
ring foreign exchange expenditure 
seems out of the question. 

Bengal Dbshi prices ht^ve deve¬ 
loped further strength because of 
sustained demand from shippers as 
well as mills. Export business 
to-date is placed around 1 lakfa 
hales; not all the sales have been 
registered. Nearly 60 per cent of 
the Punjab and Ganganagar crop 
is reported to have been marketed. 
Arrivals have passed their peak. 
There seems little chance of any 
Important setback in Deshi prices. 

Oilseeds 

Impressive Recovery 
^ILSEEDS prices have staged an 
impressive recovery tinder tho 
lead of groundnuts which have been 
very much in the news recently. 
Groundnut January contract which 
was quoted around Rs 213 on 30th 
November was bid up to Rs 221.75 
on 11th December taking it very 
close to its previous top of Rs 
222.25 recorded on 21st August: 
Since about the beginning of De* 
cember, groundnut expellers (Janu¬ 
ary contract) have recovered from’ 
Rs 363 to Rs 375, castor March 
has risen from Rs 163.50 to Ra 
166.50, cottonseed January from 
Rs 94 to Rs 97.50 and linseed 
March from Rs 35.44 to Rs 3650. 
The latest prices are 'only slightly 
lower. 

The sudden spurt in groundnut 
futures which h^ brought tabout M 
marked change in die general 
ing sentiment is due to heavy short 
covering and renewed bull support 
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hsaam 'td 'ilifr 

.Wtiw 

ing t&e idrly iittMect^rjr low 
4)rrtval», groun^ut and gutonitiitt ' 
oil liavs firmed up on acdv» liuyiing 
by criidiera and vanaepati intOTesta. 
IJnlike cottOP, them' W beep 
downward reviaion of groundnut 
prop estimates. The crop is good, 
perhajfM better than in the preeed' 
in^ seasopi but the country’s re¬ 
crements are always growing. 
'iTie ' performance on the export 
front has also been encouraging 
though there has been a little slack¬ 
ness recently, presumably because 
of the uncertainties creat^ by the 
failure of the Allied Crude Veget¬ 
able Oil Refining Corporation of 
USA which had world-wide con¬ 
tact's. 


taititmi**”' 


.toh, ti«‘lat^'t«|i!is 

for December shij^Uent, £, 34«1D 

for Jahaarysind.S 34 fht Jaima^ 
Febnuuy-March shipmeBt; ftusCtl 
in groundnut H P S Was neglii^^ 
but the State Trading CotporktioR 
wras ssdd to have purchased some 
2,000 tons of groundnut oil tot 
Burma- Some baaiiien was aim 
done with the U K at around i'i9 
per ton, crude b bulk; Spain also 
took about SOO/600 tons Of refinOd 
groundnut oi} and paid about 
S. lU-lO. The U K took sbiaH 
quantitia of castor oil Commerciol 
at £ 106. Linseed cake and cotton¬ 
seed cake were inactive. 


mi th^ ’8iBfoe!t;CbiJ(BBS^ ihiomj'heei) 
=Ctf*iwi‘s'j<diec»im» to 

UOw^niiaeiit;'lfi%t'fo' m^psbdM'con- 
eetils.falQ, iigulty' 'caj^ial' S|ts''lh^foly 
.shikeh’'"'the rdot^’^' 'Mi' .j^'t'afotk 

yaileid^ih lbtatSm#--'diii;'^uri^y 
Meding. .Equity prieer ;hgVe ilWffor- 
«4 a shktp dtediho iMtcl-hfttitl I6«t 

raafor_ part 'of diw: teci^iJe^ 

ov«r ^ puft week or fol Xifadin| 
sentinwnt has again been uftse^ed 
and it is difficult fo say bow seohfthe 
matkat will be able lo.recover from 
Ihe twMwed set' hack to confidence. 


. For the present, the market's inte. 
rest centres mainly on the out¬ 
come of the bear-buU tussle in 
groundnht January contract. Not¬ 
withstanding the heavy short cover¬ 
ing over the past week, a few pro¬ 
minent speculators are known to 
be carrying a huge “short” inte¬ 
rest in the January contract. Will 
these bears switch over their sales 
to the April contract or cover their 
sales or effect deliveries against the 
sales? Hie immediate outlook for 
groundnut depends largely on the 
attitude of these prominent bears. 
However, judged by the tempo of 
dmiand in the ready market, 
groundnut prices are unlikely to 
develop any marked weakness in 
the foreseeable future. And ground¬ 
nuts hold the key to the price 
trmid in other oilseeds. 

Exporters have been having a 
rather dull time recently. This is 
mainly because the U K firms which 
account for the bulk of Indian 
business in vegetable oils and oil¬ 
cakes have not yet completely re¬ 
covered from the severe shock ad¬ 
ministered by the failure of the 
Allied Crude Vegetable Oil Refin¬ 
ing Corporation. The losses suffer¬ 
ed by the U K firms are said to run 
into several million dollars. Con-., 
fidence is, however, slowly return¬ 
ing and U will not perhaps be lUPg 
before normal trading is resumed- 
About 5»000 tons of groundnut Ex¬ 
tractions are reported to have be^ 
traded'ihnder Andre-STC l<nk deal 
and ^CeechoSlovskia was also said 
to h^*0»^tal(*n’ fair quandties over 
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Buainess Notes 

Delhi Cloth and General Mills 


^DDRESSING the 75th Annual 
General Meeting of Delhi Cloth 
and Genera] Mills, the Chairman, 
Lala Bharat Ram stated that it was 
unfortunate that instead of there 
being a spurt in production there 
had been a slowing down in the 
economy. The shortfall in the agri¬ 
cultural sector, which was a siseable 
component of the economy and on 
which depended the productivity of 
the industrial sector, was reflected hi 
the national ouq>nt. In the industrial 
sector, while development effort had 
beOn larger and broadbased, the 
general index of industrial produc¬ 
tion fell short of the average in¬ 
crease of 11 per cent visualised in 
the Plan. It was only 6 5 per cent 
in the first year and 8 per cent in 
the second year. In the field of ad¬ 
ditional taxation, however, effort 
had exceeded the target and the 
yield at the end of the Third Plan 
would be about Rs 1,900 crores 
against the target of Rs 800 crorea- 
Exceegive taxation, Lala B*'arat Ram 
held, was greatly re^oinsible for the 
slowing down of the tempo of deve¬ 
lopment. 

One of the most important fac¬ 
tors affecting our rate of develop¬ 
ment is the perennial shortage of 
fthrehtn extinuige. The country could 
not always dep^d upetn various 
friendly countrks for the centinu* 
anre of assifftantte aa Present levt)|f 
indefinitely but ^owld bridge 
gap between imports and dapotta* 


the Chairman stated. According to 
him. hard work, more prodUetbn 
and more exports were the only 
way. We should not think in terms 
of exporting only surpluseswith 
the growth of population and de¬ 
mand there will not be surpluses ex¬ 
cept of very few commodities — 
but consumption should be restrict- 
sd to allow export. To succeed in 
the export effort, we should produce 
goods of quality acceptable in other 
countries and at competitive costs. 
But co^ts could remain low on)} 
by increasing the output per hian 
India’s share in the world trade had 
declined from 2.1 per cent to 1.1 
per cent during the last decade of 
planning and that our exports as a 
proportion of national incoxre were 
only 7 per cent as against 19 per 
cent in UK,-21 per cent in West 
Germany and 12 per cent in Japan 

To attract more foreign capital, 
which the country needs, it is neces¬ 
sary to provide inr.entives to foreign 
investors and to cmate a feeling of 
confidence in thehi. Stable fiscal 
pobcies are a very important factor 
in creating that Confidence. Lala 
Bharat Ram was not, therefore, m 
favour of frequent changes in fiscal 
policy which upset financing pro 
granunte and create uncertainties 
and pleaded for practical economic 
pofielea unaffecteo by Ir^Htgies. 

Refjsrt^ng: to the Company’s 
fgj|a,Jhe lEXRlained that m, spits of 
an ,.pr9§‘^ 
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i^t)^ 1 s»;‘;iia»t«'«^ iw' 

|i^:t|«e tna^>if«ctm« of' plas.' 
iics;'» now. nhooilt n/Omt^etCf Cawtic - 
mIk i» in market. PVC 

in:be on '«aie shortly, 
factory wH start 
|))rai^tl|Ct»«t„^f iagh grade rayon 
MMenrd -by the «nct of next year. 

of the Hbsar Spinning 
unit twl increase from 37,000 to 
16^,(100 Iqp^dilcs by the beg;inning pf 
nwt ywr. " Mswana Sugar tf^^brks’, 
ornshing capacity per day is noiv 
incteased from 1,500 to, 3,000 tons 
^ new projects go into pro¬ 
duction and expansion schemes arr 
"completed, the profits of the Com¬ 
pany are expected to increase 

The accounts of the Company 
for thd yekr ended June .30. 196.1 
and the Directors Report were re- 
■ viewed in ' these columns in the., 
issue of November 23, 1963. 

Moa^ Market 

Thursday. Morinnp, 

gORROWERS in the call loan 
market were able' to get ac 
commodation more easily during the 
wedc, but the inter-bank call rate 
continued to rule at 5 ptr ‘=‘‘^1 
though by Wednesday evening it 
tended to ease to 4.5 per cent. De¬ 
mand for funds was less than in the 
previous week . and supply wa« 
higher. 

Aggregate deposits of hanks did 
not increase during the week ended 
November 29, but were slightly 
lower by Rs 46 lakhs. Advances in¬ 
creased by only Rs 3.77 croies 
However banks' withdrawals from 
Reserve Bank amounted to Rs 9 9,'i 
crores;' and their investments weir 
less by Rs 4.77 crores. In these cir¬ 
cumstances, though the turnover ol 
money at call increased by Rs 2 9.1 
crores during that week, it did not 
cause any strain in the market to 
send the rates up. 

The stringency which or cm red 
subsequently during the first week 
o*f this month' was the cumulative 
result of some special factors, such 
as heavy tax payment dues, up- 
country demand • for funds. cl<'* 
which caught the banks ynavvaips. 
After such urgent demand? "f'e 
met, the pressure on the money niar- 
' ket tseems to have aba;teid somewhat, 
which in a small measure is leHet- 
in, (he present easjer lendenev. 


time Eemg stand aupnented is iui>- 
thee reflected, in the '‘amount | 

“ed'* ftd Treasury Rills dur^g' ^ 
.'which w« jj^jirnwhat 
larger at Rs ^2 crores against Hs 
2 crores invItM'. In'-spite of a gene¬ 
rally lower interest yield 'abaifaible 
from this source than froKn the catl ■' 
loan market Such a larger flow of 
funds to Treasury Bills this-week, 
and that at a still lower discount 
rate of 2.31 S pef cent as against 

2.320 per cent is .rathei .surprising' 
under the prevailing conditions in 
the moaey market 'flut the ‘‘inler-^ 
radiates’* sold were only Rs 1.39 
i-rores compared with Rs 4.77 ero- 
res last week. 

Last week's acute 'demand for ' 
funds is be.si reflected in the Re- 
sferve Bank’s statement foi the week 
enejed December 6. Active notes 
which contracted by'Rs 2l.48 ero- 
res during the latter half of Novem¬ 
ber, expanded shai-ply tbirhig ihes 
. first week of the torrent month by 
Rs 48 48 crores, to roaeh n new 
level of Rs 2313,54 erores Notes in 
circulation a year ago were Rs 
190,9$ crore.s le-s». add the e,\piin- 
Mon since the beginning of the liifsy 
season from Novtmiber 1. amounl.s 
to Rs 69.62 crores. Notes of the 
value of Rs 1.86 rrores have gone 
out of the till of the Banking 
Department and this, therefore, 
necessitated a net additional note 
issue of Rs 46.62 crores. But then, 
thoie has also been an outflow of 


|!|g|i^||^''fWm'fihe l«ue Depart¬ 
ment tui dka. of Ra 3-39 enuea, 
widt the reaukrtliat Rupee Seraumea 
have been mfiated by ttm tranafiBr 
cf Rs so crutea from tKve9m«inias.m 
provide the neeasanry rover. 

Governments’ borrowing* from 
the. Reserve Bank httve fallen by 
ft*, 14.69 erores and its deports 
have been marked up by Rs '12".fl7 
V.rores reflecting tax , 

Stale (Governments’ baTjmom 
lowei by Rs 98 lakhs. '-' i 

The strain experieqped',^y 
dunng last week ^haa ,fotjin4oi«»ec- 
fion in their borrowing* '13.81 
erores from the Rtflierwe,'';j8Mk, 
though simultanettpafy, ^ 
have added Rs 4.02 croiW stn-Umir 
' rleposits. Bor rowing*', by hdtpdilMl 
bank* against usance' bitfs X|!p^r 
for the first time in this at 

a .ciseable amount of-'8*4-44.-^00108. 
State Co-operative Banks which took 
away Rs 4.40 crores ip thft pnwiop* 
week haw been loaned a. .furtfutr 
amount of Ks 4.56 crore* during the 
week. Bills ‘imreJtaaed ' an^' dw- 
counted by the 'Bknt duripj; the 
week have gone up by Rs 37,M cro- 
r(*s. pumping out money.' ■ 

Foieign securities continue un¬ 
changed while foreign batante* 
show a I'is** of Rs 2.37; croraa.\31)hre 
lias been a small but steady rishi'Ui 
foreign balances, agg^egating^Its 
.5.45 erores during the past ^ftve 
weeks, possibly indicating rinng ex¬ 
ports with the commencement :Qf the 
season. 
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The United Commereial Bank Ltd. ' : 

Head Oflicp- 2, India Exchange 

Place, Calcutta. 

CD Birla 

& 

Chairman 


Aathorised Cainml - 

R*. Co<h90.0«e 

Subscribed Capital 

Rs. s;60,M,oe8 

Raid-up Capital 

Rs. 2,78,00,000’ 

Reserve Fund and Other Reserves 

Rs. 3.Q3,OO,0f» 

Opposits & Bids Fnyablp (30-A-63) 

Ks. 1.20,39,00,000 

With Branches m all upportant cities and towns in India, Pglustan,. 
Malaya, Singapore, United Kingdom and Hong Kong oiyi ..AfCmgy,. 
Arraligemenu throughout the world, the Bank is fully equiJ^ggiS' m • 

bmt service in |ndia and . abroad , ' 


S T SndiaiMm 

Gtmtrtd Miahigiir, ' 
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Apt'Bi- Apr’€2* 
Au«'63 Auf’«2 Au8 >«3 


o/ which 

Meat and meat 

2341.8 

2342.5 

92128 

7874.2 

pireparstions 

Fish and fish 

12.1 

U.5 

76.6 

63 8 

ptmarations 

Fish; fresh or 

42.7 

31.8 

203.7 

122.3 

simply preserved 

32.8 

24.3 

179.7 

91.1 

Fish and fish 
preparations, 
canned or not 

5.0 

7.5 

23.9 

312 

Cereals and cereal 




presiaratioas 

28 

1.3 

9.7 

3.7 

Pniils and vegetables 

227.3 

218 3 

1267.6 

10888 

Fruits and nuts, 
fresh 

224.8 

178.8 

998.6 

873.9 

Dried fruits 

Vsgetables, fresh 

09 

0.5 

8.6 

7.5 

and dry 

46.0 

30.7 

224 4 

174.5 

Vegetables preserved 

4.4 

69 

30.9 

25.2 

Sugar and sugar 
preparations 

205.6 

194.6 

1757.2 

766 9 


Sugar 

Coffee, tea, cocoa, ip|ce< 
and manufacture* 
thereof 
Coffee 

Tea and mate 
Spices 

Feeding stuff for 
snimals 

B«verafe« and 
lobneco 
Tobacco and 
tobacco manufacture) 
Tobacco unmanu¬ 
factured 

Tobacco manufactures 

Crude materials, 
rtna iUbie, eneept 
fuel* 

Hides, skins and 
fur skins, undtessed 
Hides and skins, 
undressed 
Oil-seeds, oil nuts 
and oil kernels 
Wood, lumber and cork 
Wood in the round or 
roug 
Textile 

Wool and other 
aniinol hair 
Cotton 

^ute, including 
Jute cuttings and 
waste 

Vegetable fibres, 
except cotton 
and jate 

WaatetnatPi^ from 
textile jfabti^,;. 
mclui^^i^fe^ 

crude mineta^f+'5i“ 
excluding 
petroleum and 
precious stones 

2QS6 


203 4 194,4 1756.3 766.3 


lUghly squared 
tile fibres and uuste 


1337.1 
53.1 

1392.1 
91.4 

262 9 
317.6 

317.6 

309 4 
82 

I033.fl 

79.3 

79.3 

17.0 

17.4 

17.4 
267,8 

33.6 
184.5 

0.1 

20 3 

5.4 


1629.B 4541.5 
74.9 382 8 

1463 4 3676.6 
88 6 476.7 


4706.7 
342.5 
3872 I 
488.9 


253.5 1347,5 11094 
167.0 1492.7 1126.2 
167 0 1492.4 1126.2 


159 2 1460.2 
7.9 32.2 


967,0 5302.7 

70.2 424.1 

70 2 424.1 


18.4 

23.8 

23.8 
331.7 

37.9 
243.4 


132.5 
127.8 

127.6 
1283.7 

188.3 

830.5 


23.8 107.4 

14.1, 110.5 

65 25.3 


1096.3 

29.9 


45233 

416 3 

4163 

138 7 
128.7 

m.l 

12961 

286.6 

839.4 

366 

94,4 

1917 


90.5 121.2 4*f,« 5M.8 


’ ' ' t 

Crude minerals 
Metallifenoua ore* 
and metal scrap 

Iron oir and ronccotratsa 
Iron and stfel scrap 
Ores of non-ferrous 
base metals and 
concentram 
Animal and vegetable 
crude materials, 
inedible, n e s 
Crude animal matenaK 
inedible net 
Crude vegetable 
materials, inedible net 

Mineral fuels, lubricant 
and related materials 

Coal, coke and 
teiquettes 

Petroleum product* 

Animal and 
vegetable oils and 
fats 

Vegetable oils 

Oils and fats processed, and 
waxes trf vegetable or 
animal origin 

Chemicals 
Chemical elements 
and compounds 
Inorganic chemicals 
Organic chemicals 
Mineral tar and 
crude chemicals from 
coal, petroleum and 
natural gas 
Dyeing, tanning and 
colouring materials 
Medicinal and 
pharmaceutical products 
Essentia] oils and 
perfume materials, toilets, 
polishing and cleansing 
operations 

Essential oils, 
perfiune and 
flavour matettals 
PefiVmery, cosmetics, 
soap* and 
Weanaiiig and 
polisbhtg preparationb 

Masuifaciured 
dassifiod chfs 
by material 

Paper and paper board 
Textile yam, fabnes, made-up' 
articles and related product* 
Textile yam and thread 
Cotton fabrics of 
standard type 
Textile fabnei of standard 
type, other than 
cotton fabrics 
Tulfc, lace, embrcddaiy, 
ribbons, trimmings and 
other small wares 


Attg'dS 

y 
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%r*62- 

>A^’62 

9e:2 

lt88 

' 490i^'^ 
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Rethinking on Controls 

'J'HERE was a tune when Shri T T Krishnamaebari did iu>t lliinit 

much of the role anti functicin of the stock exchaQges in couzw 
try. That was during his first term as the Finance Miniatetr. And 
111 this he was basically right. For in a partially planned eoottOtBy like 
ours, allocation of resources and the resulting pattern of hoveMsaent 
is not left to the free operation of the market forces. It is ®ruB dbat 
the Plan leaves a wide sector of the economy to private eDteiprise. 
But even in this sector, the pattern of Investment is sought to be fegu* 
lated according to certain priorities. 

It is the Plan which lays down which are the industries to ba 
developed and to what extent, and it is made incumbent on the autho' 
rities to make the necessary resources available, so that expansion of 
the private sector, as planned, can be achieved. TTie means by which 
the targets can be achieved have also to be provided for — go the 
complicated mechanism of control on capital issues, the Stato-^pdto- 
sored investment corporations, import licenses for capital equipment, 
allocation of maintenance imports and sparCe materials. In a setting 
like this stock exchanges have only a limited role to play, inqioitaitt 
though it is, in the allocation of investible funds, and Shri T T K wag 
fully justified in telling them so. though he il^d not have been *6 
blunt. 

The present term of his office, however, the Finance Miiuster 
begun with a different attitude. He was concerned with the state 
business confidence in the country when he took over and has been 
at some pains to repair some of the damages caused by his predeoessst^a 
fiscal policies. It was not only the stock exchanps he was out to please, 
he was also concerned to improve his Ministry's public relations which 
task he started by abolishing compulsory deposits for the non-income- 
tax payers and by whittling down gold conb'ol. 

Some of his latest measures are obviously in the same direction, 
though their appeal is more specifically to the business community, 
such as temporary suspension of premium payments under Emergency 
Ride Insurance, Ae withdrawal of price control on a number of com¬ 
modities and wider limits of exemption from industrial licensing and 
capital issues control — from Rs lO lakhs to Rs 25 lakhs. The Emer¬ 
gency by now has become more than somewhat phoney; except the 
All-India Radio, even the authorities are no longer trying to keep it 
up. Nevertheless, the Emergency Insurance Scheme remains, Otoly 
premium payments for the quarter have been temporarily suspended. 
A calculable, certain reduction in costs alone can provide badness 
incentive, not a windfall which caitpot be counted upon even lor the 
next quarter. But the psychological effect of this concession cannot 
be denied, nor of the removal of price control on a number of 
commodities. - • 

The market has interpreted these measures as significant pte-bh^f^ 
concessions to industry which promLse mote in the futare. TJie iw 
fiscal measure in the last budg^ which lacked rationale altogether h^d 
which Was naturally most resented, vi* super profits tax, however, still 


remeiiu to be dealt with, pmumab* 
ly in the next budget. 

Leaving aside the public relations 
aspect of these measures and their 
favourable psychological impact on 
business, how far do they conform 
to the analysis of the present eco¬ 
nomic situation which Shri T T 
Krishnamachari had essayed at 
some length? He had summed up 
his diagnosis as follows; “Basically, 
1 think, the situation that confronts 
us is very clear, namely that unless 
industrial investment in a number 
of vital sectors is increased as 
quickly as possible, and unless pro¬ 
duction in some of the important 
consumer goods industries, such as 
cotton textiles and sugar, picks up 
to a significant extent, it will not 
be possible for ug to achieve an 
overall rate of growth in industrial 
production of the kind that we ur¬ 
gently need”. 

The decontrol of prices he has 
announced has to be viewed in the 
light of this diagnosis. Rut what 
do we find? The mid-Plan appraisal 
does not anticipate atiy serious 
shortfalls in private sector invest¬ 
ment. It says that “in the private 
industrial sector, judging from data 
relating to capital issues, bank atid 
other institutional credit to indus¬ 
try, imports of capital goods, etc, 
aggregate investment in the first 
two years, though not the pattern, 
seems to be, more or less Ui tunc 
with the amounts envisaged for the 
five-year period”. The appraisal lists 
the major industries in which 
the likely achievement in the Third 
Plan, it is apprehended, will fall 
short of the target set. Of the six¬ 
teen commodities, the prices of 
which have been decontrolled, only 
two or at best three fall in this list. 
These are soda ash, bicycle tyres 
and possibly paper board. Of this 
last, the position is not clear be¬ 
cause the target is given for paper 
and paper board together and de¬ 
control applies only to paper board. 
These industries benefit only to the 
extent that this expansion is held up 
by inadequacy of the internal re¬ 
sources of the companies concerned 
or their poor profitability. The rea¬ 
sons for the non-fulfilment of tar¬ 
gets in such rases arc usually quite 
different. 

Controls have long cried to the 
high heavens, for a thorough scru¬ 
tiny. Much dead wood has accumu- 
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lated over the years which can be 
usefully removed. In many basts 
the situation of extreme shortage 
which initially led to the imposition 
of the controls has largely passed 
and the continuation of price con¬ 
trol in such circumstances brings 
gains not to the producers who can 
use them productively but to un¬ 
desirable elements. Where controls 
are really inhibiting expansion is 
in such essential industries as steel, 
coal and cement. In these areas 
much vested interests have grown 
up over the years and the Govern¬ 
ment has got so bogged down by 
its own book keeping problema that 
the changes that are obviously call¬ 
ed for are still being held up. The 
fate of the Raj Committee’s recom¬ 
mendations illustrates this situation. 

Not that T T K is unaware of the 
wider aspect.s of control, far from 
it. He would not deny “that in a 
developing economy, characterised 
by scarcity of resources all-round, 
there is a continuous need for a 
measure of restraint on ron.sumption 
and on less essential investment”. 
Shri Subramaniam the other day 
put it very bluntly when he ruled 
out the possibilities of eliminating a 
shortage in some varieties of steel 


'PHERK are many people in the 
west who remain convinced 
that the Chinese attack of Octohei 
last year wroie the epitaph of lndid'.s 
iion-aligninent Apart from the 
jiathelic hankering after western 
arms, they have pointed to the readi¬ 
ness with which India agreed to the 
U S piOfKisal to hold joint Jndo-US 
air exercises which, apart from train¬ 
ing the Indian army m the use of 
sophisticated air defence equipment, 
enabled the U S airforce to familia¬ 
rise itself with ojrerational condi¬ 
tions on the Sino-Indian bolder. 
They also cite the VGA agreement 
which the Government ol India .sig¬ 
ned without batting an eyelid and 
from which it backed out only 
under pressure of public opinion. 

The view that India i.s now non- 
aligned in form only is not restricted 
to private individuals in the west, 
but is shared by leaders of govern¬ 
ments. How else can one explain 
the presumption on the part of the 
U S Goverjament that it would not 
have to face any serious objections 


and empluAised that to msdte the 
best use of the available supplies, 
mote curbs — and not leM ■— would 
have to be placed on the expansion 
of industries based on short supply 
products. The limits within which 
prices and distribution cah be de¬ 
controlled are therefore fairly clear. 
Probably T T K has picked on the 
dead wood all right, and it is wel¬ 
come as far as it goes, but it does 
not go far. 

The pursuit of development at 
any cost is barren and self-deleating. 
It is reassuring to find that T T K 
is fiilly aware of it, though he may 
have defended expansion of produc¬ 
tion even at the cost of greater con¬ 
centration during the Plan debate. 
The bunch of bills he has been pilo¬ 
ting — the amendments to the Com 
panics Act and the Banking Legis¬ 
lation — testify to this awareness 
It is enabling powers which the 
Government is taking. How thev 
would be used and whether vital 
social purposes would be served or 
not, these are nece.ssarily open ques¬ 
tions today. But there is no room 
for doubt that the Finance Minislei 
is on the right track and has begun 
well 


from India to the extension of the 
“urea of operation” of its Seventh 
Fleet into the Indian Ocean ? In 
the past India had never made a 
secret of its attitude to similar acts 
and if tlieUS Government could now 
feel assured of Indian acquiesiencc, 
if not approval, the reason is that it 
knows that India looks at such things 
through different coloured glasses. 

Nor haw the Americans been 
mistaken m their expectation. Tlii- 
Pnme Minister’s, initial reaction to 
uewspapei reports of the Seventh 
Flect’.s visit to the Indian Ocean was 
that, after all, it was America’s busi¬ 
ness and that India could not obiecl 
to ship movements on the high seas 
Faced with persistent qiicstion.s in 
Parliament, the Prime Mini.ster wa.s 
a little more forthcoming. “If the 
thing lb obviously to our detriment, 
we protest, if it is not, we do not”, 
he conceded. This is a strange atti¬ 
tude on the part of a country whieh 
had claimed to judge international 
issues on the basis of certaBn well- 


Fraudulent Non-Alignment 



defined principtes. Tlieee principiea 
had in the past kd India to oppose 
(i) military bases; (U) the spread 
ol nuclear arms into regions which 
have been hitherto free from them; 
and ^iii) the extension of the cold 
war. On all these counts the entry 
of the Seventh Fleet into the Indian 
Ocea'n needs to he opposed. 

What the US Government is send¬ 
ing IS not “a lew ships”, as the 
Prime Minister described it with 
characteristic vagueness, but a re¬ 
gular task force with a modern air¬ 
craft carrier carrying some one- 
hundred supersonic hghler plane.-, 
and a nuclear arsenal suflicirnt to 
wipe out this part of the globe many 
times over. And this forniidalile 
armada is not coming just to “ac¬ 
quaint itself” with the wateis of the 
Indian Ocean. Repoitsfrom Washing¬ 
ton have spoken of a “power 
vacuum” here with the withdrawal 
of the British and more or less made 
it clear that this is the thin end of 
the wedge which will ultimately 
establish American military power 
in the Indian Ocean. That no mili¬ 
tary base IS set up on terra firma 
in some countiy does not make the 
implications of this move any diffei- 
ent and not to speak up against it 
IS to perijetrale a fraud against non- 
dlignment and betray the cause of 
peace. 

Even from the point of \ iew of 
national self-interest, behind wliicli 
the Prime Minister took sheltei in 
Parliament, the implication-' aic not 
all reassuiing, unless one sees an 
almost complete identity of US and 
Indian interests in this part ot the 
world, which is not there. The US 
attitude lo China is conditioned by 
Its global policies and the Sitio- 
Indiari dispute cannot hgiiie as 
largely in its calculations as it does 
in ours. The expectation that the 
presence of the Seventh fleet would 
somehow persuade China to settle 
the border lo onr satisfaction is too 
naive to be taken seriously. What 
IS more likely is that unless w-c !<•- 
alise the danger in time, ue will be 
drawn into the vortex of US poli¬ 
cies and purposes To prevent this 
from coming to pass, the Government 
of India must make a lalional as¬ 
sessment of Chinese olijectises and 
on that basis, define its attitudes and 
policies vis-a-vis China while it still 
has the independence to act, 


Combating 

ADMINISTRATIVE corruption, in 
Its various forms, is all around 
us all the time. A great deal has 
been said about it, by way of both 
diagnosis and prescription. Since 
he took over hi.s new portfolio, Shri 
Gulzanlal Nanda has voiced his con¬ 
cern over the stale of things. He has 
now proposed a remedy. The reme¬ 
dy, however, does not follow his 
diagnosis that the temptation for 
corruption originates in “social de- 
mand.s, costly habits, artificial ways 
of living and the desire for social 
imitation” For that, the solution 
he suggested was that “canons oi 
simphsity” should lie biiill into the 
social structure Nandaji also an¬ 
nounced that he himself would give 
the highest priority to the eratlica- 
tion of (oiruption. As evidence of 
this determination has come the aii- 
nounrement of the establishment of 
a Central Vigilance Commission, as 
recommended by the Santhanam 
Committee. The States loo will set 
up theii own commissions on the 
same model. 

This step IS significant, if only 
because it show.s that Gosernmeiil 
has finally admitted that the pio- 
blcm nici its some sort of action 
When, some yeais ago. Shti 1) 
Deshmukh suggested a judicial tri 
buna I foi investigating and reporting 
on complaints of corruption, the re.s. 
[loiise ol the (kivernmeni was less 
than lukewarm The Prime Mlnis- 
tei, with Ins pHuichaiil for underlin¬ 
ing oUr national prm livities. ]}ointcd 
out that sime we aie a “gossiping 
people”, such <i tiihunal would lie 
.swamped with charges and counter- 
(haiges. With as many n.s about 
21 million jieisons in the sr-rvice ol 
the Central Govcrnmenl and aiiolhei 
uiillion in the publh sectoi nndei- 
takings, the size of the task facing 


Corniption 

any organisation charged with 
“cleaning up” the Central adminis¬ 
tration IS truly gigantic. However, 
the new Vigilanw Commission is to 
function alongside and m support of 
the existing vigilance agencies in 
the various ministries and depart¬ 
ments (which presumably, will he 
•strengthened J. and of the Special 
Police F-stablishment. 

The status of the Commission, it 
lus been stressed, will be similar to 
that of the Union Public Service 
Commission. That is to say, it will 
not be a department of Government 
but an indcfiendent body and its 
judgments will be recommendatory 
and not mandatory. Since the Gov¬ 
ernment does not always accept the 
recommendations of the UPSC this 
waters down the proposal cpnsider- 
ably The Home Minister hastened 
to add that the Commission (again 
like the UPSC) will make its report 
lo Parliament, and tlie report will 
specifically stale the reasons why 
the (iovernment had lo turn down 
the Commission's advice in partieu* 
lar instances 

This is not much comfort espe¬ 
cially when one recalls that the 
UPSC has more than oru'e given 
expression to its frustrations at the 
“snubs” administered to it by tjie 
fiovernment. Ministerial and politi¬ 
cal interfeieiice in administrative 
matters, a seemingly established 
feature of our national life, will be 
nowhere more pronounced than in 
matters of disciplinary action. This 
will be the severest trial for an im¬ 
partial Commission acting in a pure, 
iv “advisory” cajiacity. 

Nandaji has taken on the task of 
corruption eradication as his “main 
preoccupation” for the next two 
years He is. of course, optimistic 


Annual Number 

The Fifteenth Annual Number of The Economic 
Weekly will he out at the end of January 1964. It will 
rontain a minimum of 180 pages and will be priced Rs 3. 
Registration and postage charge.s will he Re 1. 

The Annual will be supplied free to subscribers. 
Other readers and agents are requested to place their 
orders in advance. 

A Fernandes 
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mid ImU that in thia period, a. "sub* ' 
ataodd reduction in die incidence 
of eorruptipn” could he achieved. 
ISnce, by its very nature, corruption 
is not something about which data 
can he easily secured and since, at 
best, one can only have an impres* 
sionisdc idea of its prevalence, it 


will not be diScnlt to daim aciiieve> 
n^nt of a paitlculat "target", 
cially with tbe Vigilance Commis' 
sion providing atadstics of cases 
filed and disposed. Tbe test of the 
success of this (x any other anti- 
corrupdon body is altogether differ¬ 
ent; success of the Vigilance Com- 


sniseion can only be nsamuhal by 'the 
trust, peqple come to {dace -on it 
On Um other hand, faikie in its 
task will mean more than just an¬ 
other shortfall in target, a la Plan¬ 
ning Commission; it wiil mean a 
fre^ accession of strength to the 
forces of corruption. 


Weekly Notes 


D tit for Sugorcano 

THE admission, not entirely un¬ 
expected, by Government spokes¬ 
men that sugar production this year 
will not exceed 2.8 million tons 
draws pointed attention to the need 
to reconsider the present controls on 
the prices of sugarcane and sugar. 
It is clear that even if consumption 
does not exceed last year’s level of 
2.6 million tons, there is going to 
be a shortage as the Government 
intends to export about 300,000 
tons. It was hoped when the Gov¬ 
ernment invoked the Defence of 
India Rules to regulate the supply 
of sugarcane that it would use the 
powers to raise the production of 
sugar, but this hope, it now appears, 
was in vain. The Maharashtra Gov¬ 
ernment’s intervention in the dispute 
between the Changdeo Sugar Mills 
and certain cane-growers in the mill 
area is a case in point. Briefly, the 
facts of the case seem to be as 
follows : 

The Changdeo Sugar Mills over a 
period of years have long-term ag¬ 
reements with cane-growers in that 
area to supply the factory with 
cane and in return, the mill ad¬ 
vances the growers money to pur¬ 
chase equipment and fertilisers; 
the price for the cane is fixed by 
the State Government in tripartite 
negotiations between the Govern¬ 
ment, the growers a'nd the mills. 
This year the Government fixed a 
price of Rs 55.50 per ton of cane 
which it subsequently reviseri to Rs 
57.30 per ton for supply at pate. 
Although these prices were higher 
than in previous year, they were 
still lower than the price that the 
caYie-growcr could get from manu¬ 
facturing jaggery. The growers 
therefore started an agitation that 
the prices should be ex-field, thus 
leaving the factory to bear trans¬ 
portation costs. 

The sugar mills’ management re¬ 
-fused to pay this price on the 
ground that the contracts stipulated 
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the Government price which was ex¬ 
gate. Thereupon, the growers ask¬ 
ed the Govermnent to intervene, 
and the Govermnent requested the 
mill to pay an ex-field price which 
was the same as the officially fixed 
price. The mill did not agree to 
an ex-field price because the Dec- 
can Sugar Factories’ Association 
had, on behalf of all its members, 
categorically stated that they had 
not agreed to pay an ex-field price. 
In spite of the Association's stand, 
one factory had, it seems, agreed 
to purchase cane ex-field and the 
Government therefore invoked the 
Defence of India Rules ordering 
the growers to sell their cane to 
the other factory. Meanwhile Chang¬ 
deo Sugar Mills raised the ex-gate 
price by Rs 5 per ton, thus offering 
a higher price without breaking 
the Association’s policy directive. 

The dramatic feature in the en¬ 
tire story is, of course, the invok¬ 
ing by the Maharashtra Government 
of the Defence of India Rules to 
favour one joint-stock company 
against another in w'hat looks 
prima facie a purely commercial 
dispute. The object of empowering 
the State Government under the 
Defence of India Rules was to pre¬ 
vent the cane to be diverted into 
gur manufacture, and to achieve a 


We wish all our Readers, 
Advertisers and Well Wishers 
a Merry Christmas and a 
Happy New Year and extend 
to them the Greetings of the 
Season. 

As the office of The Econo¬ 
mic Weekly will be closed for 
Christmas, there will be no 
issue of the Journal on 
December 28, 1963. 
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sugar production target of 6.S lakh 
tons for Maharashtra. The Govern¬ 
ment has a right to direct growers 
to supply to a particular factory in 
order to secure an equitable distri¬ 
bution of cane. In this particular 
case the sugar factory from whom 
the cane is being taken is supposed 
to have a deficit of cane and the 
factory to whom the cane is being 
diverted is expecting a surplus. 
Therefore instead of using its 
powers to .secure a more equitable 
di.stribution, the Government has 
used Its powers to ensure a more 
inequitable distribution. If the 
Planning Commission wonders why 
our targets are not reached, it does 
not have to go far to see the kind 
of absurdities that the State Gov¬ 
ernments delight in. 

Wanted : Long-term Peliey 

'J^HERE is also the very seri¬ 
ous matter for consideration 
whether State Government should 
be given powers under rules whose 
purpose i.s to defend India for 
breaching the canons of ordinary 
law. The Changdeo factory had 
contracts with the cane-growers in 
their area. The State Government 
had previously instructed the Col¬ 
lectors : “By using your powers un¬ 
der the Defence of India Rules if 
necessary you may enjoin upon each 
sugar grower to fulfil his contract 
without fail.” In spite of this the 
Government in this instance has 
asked the cane-growers to breach 
their contractual obligations with 
one factory in order to support 
another. 

Government interference in cases 
like these has more serious reper¬ 
cussions, Policies on manufacture 
of sugar and the growing of cane 
have to be on a long-term basis. 
The Government must have pati¬ 
ence if production is to rise, but 
above all it must not constantly 
tamper with the normal mechani¬ 
sms of supply and demand, When 
sugar production was surplus, tbe 
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erstwhile Food and Agriculture 
Minister Shri S K Patil claiuped 
dqwb on production so severely that 
the effect is being felt now. Sugar 
cane does not grow overnight. 
When any ordinance is brought, it 
takes time to have it executed and 
sometimes the time taken is long. 
Continuous jerks and jolts by the 
Government tend to retard agri¬ 
culture and industry rather than 
advance them. This applies pointed¬ 
ly to sugar. A series of ad hoc 
measures does not add up to a long 
term policy. F'or instance, the 
Government forced U P factories to 
commence crushing early when the 
cane was unripe and its sugar con¬ 
tent was low. This was on the as¬ 
sumption that more cane would be 
made available later. Against their 
better judgment, the mills com¬ 
menced crushing. No further cane 
supply is available, and it looks as 
though some of the mills will stop 
crushing just when the cane would 
have been ripe 

The crisis that is gripping the 
sugar industry is a crisis that is 
gripping tlie country. There are 
shortage.s, demand is greater than 
supply and the consumer is hound 
to be faced with a price rise; no 
gimmicks, no amount of inelTici- 
ently or irrationally cxerci.sed con¬ 
trols will help. Solutions are not 
born from hysteria or dreams, nor 
can targets be achieved by just lay¬ 
ing them down. It is no use saying 
we will produce 33 lakh Ions when 
there is scarcely enougii taiic foi 27 
lakh; the only solution is to rai.se 
the cane price substantially so that 
the sugar fat torn's can compete with 
gur-niakers for cane If tins is done 
the Government may have to levise 
.sugar pnce.s; that is inevitable. 
Even this is not likely to achieve 
much this year as sugarcane cannot 
be grown in a day. Bui an in<iea.s<' 
in cane price may lead to a higher 
cane acreage next year and that is 
whal the Government should aim at 

Personal ff/ Tests 

PERSONALITY test will bo played 
down in the competitive exa¬ 
minations for entrance to tlie Ccntial 
Services, this decision was communi¬ 
cated by the Home MiniVer. Shri 
Gufzarilal Nanda, to the Lok Sahha. 
Up to 1957, It was a qualifying test 
and candidates who did not qualify 
at thb test were not selected, whate¬ 
ver' their marks at the written test 


might be. It is surprising to learn, 
however, that the change effected in 
1957 by which candidates were selec- 
ted in the order of merit baaed on 
the combined marks obtained at the 
written and the personality test taken 
together had generally been welcom¬ 
ed in Parliament, surprising because 
Parliament randy evinces any inter¬ 
est in suck matters, and this leaves 
a free hand to those who run the 
show to gradually c'iminale all in¬ 
novations and improvements. 

The technique adopted for re- 
estahlishing the written ami wooden 
method in place of innovations ac¬ 
cidentally introduced or introduced 
under pressure is itself worth not¬ 
ing. First, personality test was a 
qualifying test and now the marks 
allotted to it are going to he re¬ 
duced. The reasons advanced for 
it an', as usual on such occasions, 
ingenuous in the extreme. While 
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tho removal of ^ qualifying mini¬ 
mum in the personality test had 
generally been welcomed in Parlia¬ 
ment and outside, we are told, ap¬ 
prehension has been expiT-sscd from 
time to time that the high propor¬ 
tion of marks alloted to it. in effect, 
resulted in the denial of the princi¬ 
ple of ('quality of opportunities that 
Was meant to be secured by open 
competitivv’ examinations ! And 
why such apprehensions ? Because 
the duration of the interview for 
this test was too short, the judgment 
of the interview board was likely to 
be enalio and subjective elements 
— of the undesirable sort — 
likely to enter into the evaluation. 

One would have thought that the 
answer for it would be to make the 
interview time longer and to select 
the members of the examining board 
more carefully, so that bias, if any, 
would be in the direction of the 



STATE 

BANK 

OF 

MYSORE 


Protection is not safeir 
Use the Safety Vault of 
State Bank of Mysore 
for the safety of YOUR 
valuables 


Head Office Avenue Road, Bangalore-9 
Branches at important centres 
General Manager: R. P. Nanda. 


2063 









THE ECOtVOBIXt VEEKtV 


IJecember 21, 1063 ^ 

desirable qualities in a candidate 
rather than to their upper class up¬ 
bringing, superficial smartness and 
external veneer. The Home Minister 
is not even ashamed to admit that 
this was what had been happening 
or at least, he ha.s seen enough vali¬ 
dity in the criticism to act upon it, 
not by improving the methods of 
test but by lowering its importance ! 
That is to say, upper class would 
still get weighlage m this selection 
though perhaps a smaller weightage 
and so would superficial smartness 
and veneer. 

The attitude which this change 
indicates should make Parliament 
feel uneasy and act. Personnel selec¬ 
tion today is a highly developed 
technique on which much careful 
research has been done and the re¬ 
sults in other walks of life has pro¬ 
ved promising. The British ways 
which we always try to ape arc 
notcaiously conservative hut even in 
England after the war an enor¬ 
mous weightage is being given to 
personality tests m the civil service 
competitive examinations. The pro¬ 
per selection of personnel for the 
services is a matter of the highest 
importance, since the administrators 
of the future will have to shoulder 
increasingly greater responsibility. 
It offends commonsense to be told 
that the written examinations of the 
type whieh our universities have 
brought down in public esteem are 
still the best one could devise for 
selecting personnel for occupations 
so vastly diffei'cnt from those in 
the academic field. 

Alango Wine 

THE following news item was 
sent out by Reuters a fortnight 

ago: 

“Wine from mangoes is soon to 
ho produced in ' commercial quan¬ 
tities in North Queensland, accard- 
mg to Australia House in London. 

“Mr Oppelt. a former Czech, now 
a naturalised Australian, proposes 
to build a factory for the produc¬ 
tion of winCr which he calls “Hoxy”, 
from large ,n,iiantiC''s of m.angoes 
availab'e m North Queensland, He 
feels sure he will find'markets for 
the wine of chaifipagne-like qual ty 
in Au'-tral’a, Canada and America. 

“Produruon 'is expected to begin 
next year”. 

A fortnight has passed since the 
papers carried this story but no 
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one has bothered to enlighten the 
public that the idea had occurred 
to people in this country also, which 
grows the largest variety of the 
best mangoes In the world, that 
wines can be made from this am¬ 
ber fruit. In fact, a leading che¬ 
mical firm in one of the dry States 
had not only carried on very suc¬ 
cessfully prolonged experiments 
and produced a high quality wine 
from mangoes but the firm has 
been enterprising enough to survey 
market possibilities for it in West¬ 
ern Europe and America and re¬ 
ceived most encouraging response. 
A group of wholesalers had jumped 
at the proposition and offered to 
market the wine on a .sufReiently 
large scale in order to test consumer 
preference adequately. They were 
prepared to place very substantial 
trial orders to promote its sale. 
But unfortunately the chemical firm 
happens to be in a dry State and 
the State Government was so hide¬ 
bound that It would not allow the 
firm to go ahead. 

The argument that production of 
wine from mahgbes, exclusively for 
exports, would riot in any way in¬ 
fringe or undermine the administ¬ 
ration of prohibition in the State, 
did not impress the authorities. They 
refused to have any truck with 
something which was evil. It was 
an excellent wine tliat the company 
had produced strictly, of course, as 
a laboratory experiment. 

Alas, the Chief Minister of that 
particular State does not grow 
grapes and so does not see the pos¬ 
sibilities of wine making. But wines 
are not made only from granes. 
P’rom mangoes, too, excellent wine 
can be made and it has been made. 
It only awaits a green signal to 
he given. Surely the Minister in 
charge of Export Promotion can 
lend his weight to get the line 
cleared. 

Profiteering in Fertilisers 

prices of fertilisers are 
maintained at such a fantasti¬ 
cally high level in India, it has 
often been asked. But no satisfac¬ 
tory explanation has ever been offer¬ 
ed by the Government. At the mo¬ 
ment, fertilisers are accepted as the 
single most important agency for 
stepping ^ jip agricultural produc¬ 
tion. And the need for wider utili¬ 
sation of fertilisers is fully accept¬ 


ed. How do hi^ prices oi fertili- 
sers help Hieir wider utilisation? 
The only plausible justificatioR for 
so contrary a policy, one can ima- 
pne, couid be that ^e Government 
is not, in any case, able to supply 
all the fertilisers that are ne^ed 
in the country and that since the 
total supply falls so far short of 
demand, internal prices would bear 
no relation to the landed cost even 
if fertiliser prices and distribution 
were made completely free. Under 
the circumstances, reducing the 
price would only be an invitation 
to the intermediaries to help them¬ 
selves. The resulting situation has 
never been quite clear. There have 
been reports of accumulation of un¬ 
sold stocks and equally persistent 
reports of acute shortage. Both 
could be true at the same time, of 
course, continuation of such a para¬ 
doxical situation resulting from 
faulty distribution. 

It was only last week that we had 
occasion to mention the wide dif- 
ferences between the prices at which 
terfili'ers are sold in UK and USA 
and the controlled prices at which 
Government agencies in India sell 
It to the farmers. This disparity is 
particularly difficult to explain, 
when 80 much is being also said 
about the necessity for popularising 
different types of fertilisers among 
the cultivators. Though it is fairly 
widely known that fertiliser prices 
are more than double of what they 
are in the west, the Ministry of 
Agriculture has never been too 
eager to publicise how much the 
Government makes out of it. A Fer¬ 
tiliser Pool has been in existence 
for a number of years but Pool 
prices, as in^the case of several 
other commodities, e g, steel, long 
ceased to he what they were nor¬ 
mally intended to be. viz, an ar¬ 
rangement for averaging out prices, 
when domestic produclion costs are 
high and imports are cheaper or 
where there are “everal sources of 
supply with different prices. A 
Pool for averaging the prices should 
naturnllv onernte on a no-prnfit. no¬ 
loss basis. This is not how the Fer¬ 
tiliser Pool has been operated by 
the Ministry of Agricu'ture. The 
Pool earned the not inconsiderable 
surplus of Rs 34.5 crores between 
1957-58 and 1962-63 and for the 
current year the budget est'mate of 
the surplus is Rs ,7 rrorcs. The Fer¬ 
tiliser Pool surpluses are transfer- 
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announced, li it had been justified 
all these years to maintain inter¬ 
nal prices so absurdly high be¬ 
cause demand could not be met, 
and prices would go up in any case, 
what has happened now to induce 
the Government to change its mind? 
Has the supply situation improved 
so much as to warrant a general 
price reduction? Or is it that un¬ 
sold stocks are creating a serious 
problem of disposal? 

But in the latter case, it is the 
distribution arrangements which 
have to be changed. Price reduction 
in particular areas may help to rec¬ 
tify past mistakes and often a solu¬ 
tion to local problems but a gene¬ 
ral policy of lowering fertiliser 
prices will still lack justification 
when there are areas of acute short¬ 
age— and unfulfilled demand even 
at the current high prices — in 
other parts of the country, assum¬ 
ing that the pricing of fertilisers 
followed so far did have a rationale 

Too Much Coal 

^HAT exactly does a Flan target 
mean in respect of an industry 
which is wholly or largely in the 
private sector? Certainly, it is not a 
command oi even an agreement bet¬ 



ween the Gov'ernment and the in¬ 
dustry. The Government does cxer. 
cise a regulatory influence, princi¬ 
pally through industrial and import 
licensing, but beyo'nd that the achi¬ 
evement of private sector targets 
must depend on profit expectations 


Exide Batteries still keep going 
when the rest have stopped 

Silver Exide ire the strong- trouble free life. Silver ExWe 
est. most reliable batteries Batteries are obtainable from 


and changing market conaitions. 

These comments are provoked by 
the demand by the coal industry 
that in view of tlie accumulat-on 
of stocks of coal, particularly of 
the lower grades, the Government 
should reduce the output target for 
the current year. It is not clear 
what the coal producers want. If 
stocks of coal at pit-heads have m 
fact risen so high that lurther pro¬ 
duction is either physically im¬ 
possible or there is no incentive 
for it, then the producers cannot 


under the sun. They are oua* dealers everywhere. So don't 
(ity tested at every stage of delay—and you’ll still keep 
production . . . that's why going when the rest have 


you’re sure of a long and stopped. 
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«ttd ^ Aw ptDgFeaa of power pro^ 
jocts could but have had their ' 
intact on die demand for coal. 

Planning Commission’g “Ap* 
praiaar* of the Third Plan esti¬ 
mates that the demand for coal in 
the last year of the Plan will be 
“substantially ' lower” than earlier 
estimated. The main reductions 
are expected in the demands of 
the steel plants (3 to 4 million 
tonnes), other industries (2 m.ili- 
on tonnes) and the Railways (1 
million tonnes). 

The current complaints of excess 
production are the loudest from 
producers of low grade coal m the 
Bengal-Bihar region. To some ex¬ 
tent their predicament may be 
traced to shift by consumers in 
West and South India to fuel oil 
during the last years of the Second 
Plan when transport difficulties 
drastically cut their supplies of 
coal. Further, the large output of 
washery middlings, which is ex¬ 
pected to reach 2.5 million tons by 
the end of the Fourth Plan, have 
probably robbed the low-grade 
collieries of important markets near 
the coal washeries. Finally, to the 
extent that production has gotie up 
in the outlying coal mines, a part 
of the demand in these areas has 
probably pas.sed out of the hands 
of the Bihar-Bengal collieries. In 
fact, this shift in source of supply, 
intended to ease the strain on die 
Railways, was a major objective of 
the pattern of coal production en¬ 
visaged in the Plan. 

Unfortunately, the shift is not 
destined to go very far. The Plan 
“Appraisal” expects that coal pro¬ 
duction it! the last year of the Plan 
will be only 90 million tonnes as 
against the target of 97 million 
tonnes. Tlie entire shortfall is in 
the public sector, the NCDC’s tar¬ 
get being cut from 31 mil'ion ton¬ 
nes to 24 million tonnes while that 
of the Singareni collieries is redu¬ 
ced from 6 million tonnes to 4 
million tonnes. What is more, 
it is stated that “while in the Ben¬ 
gal-Bihar coalfields the shortfall 
will not be appreciable, in the outl¬ 
ying fields, movement from which 
is expected to be comparatively 
easier, the shortfall will be of the 
order of 9 million tonnci”. Unless, 
tWefore, the Plan estimate of de¬ 
mand goes completely awry this 
should set at rest the private collie¬ 
ries’ fears of a continued glut— 


though its implicationa /lar 4he 
transport are likely to be W less 
southing. 

Lofd of the Thais 

jriELD Marshall Satit Thanarat, 

dictator of Thailand since 1957, 
is dead. Unlike the many critics 
whom he imprisoned, he died quiet¬ 
ly in hospital after a long spasmo¬ 
dic illness. Sarit was only paitially 
instrumental in desttovi’ng the 
weak growth of Thai democracy 
(lounded by a coup in 1932, after 
nearly five hundred years of abso¬ 
lutist monarchy). In 1947 he help¬ 
ed in expuhing the civilian Govern¬ 
ment that replaced the military ad¬ 
ministration preceding Japanese 
occupation, and in the years up to 
1952, helped to eliminate the lar¬ 
gest section of civilian opposit.on. 
Thereafter, Sarit was one member 
of the unstable triumvirate which 
united the main factions in the 
Army and goveined Thailand until 
1957. By that time, the Thais had 
seen seven major coups and six 
constitutions since 19.32. The gap 
left by ahsohitist monarchy had 
never successfully been filled by a 
continuous stable authority. Yet in 
this period, some modest civilian 
opposilion had still been possible, 
and the legal structure of the State 
still jirovided for safeguards against 
an arbitrary executive. 

With Sarit’s coup, all this was 
changed. Rule by one of Sarit’s 
aides. General Thanom Kittika- 
chorun, was followed by the liqui¬ 
dation of all pretensions to Parlia¬ 
mentary rule In October 1958, 
Sant formally seized the Govern¬ 
ment, abolished the constitution, 
dissohcd the Assembly, banned 
political parties and proclaimed the 
martial law which has governed 
Thailand ever since. In addition, 
there were sweeping arrests of As¬ 
sembly members, journalists (twelve 
newspapers were closed), writers, 
trade union leaders (later, three 
union federations were suppressed) 
teachers, students, businessmen — 
like Diem in South Vietnam, Sarit 
accused all critics without excep¬ 
tions of being Communist sympathi¬ 
sers. 

For those who favour dictator¬ 
ship as an instrument to achieve 
economic development, Sarit’s re¬ 
gime was an example of a regime 
which, with a complete moropoly 
of power, did almost nothing to 



speed Thai industrialisation. Trm, 
Thai qivUian life was ‘cleaned up* 
(literallJir, as well in spirit) throu^ 
a radlicBt social reform programme, 
hut private investment remained 
sluggish and new industry hardly 
reduced Thailand’s total depend¬ 
ence on its rice production. Rice 
employs sonie seventy per cent of 
Thailand’s twonty-sqven million po¬ 
pulation, and covers roughly seven¬ 
ty per cent of its agricultural land, 
but contributed beween 1952 and 
1956 only sixteen per cent of its 
gross national product (or forty 
per cent of total agricultural out¬ 
put). The other exportable crops 
(rubber, maize, jute) have helped 
Thailand, the fourth largest export¬ 
er of food-grains in the world, to 
maintain a favourable external ba¬ 
lance (reserves have nearly doubled 
over the past decade), but have 
not decreased Thai vulneratility to 
world price fluctuations. Nor have 
they stimulated alternative employ¬ 
ment to take up the labour slaolc 
in the economy. Thailand has one 
of the lowest rates of industrial 
growth in the world, and one of 
the lowest rates of per capita in¬ 
come. As throughout most of South- 
East Asia, the main trading and 
industrial operations are dominated 
by the Chinese. Also as ekewhere, 
the operations of the Chinese have 
been curtailed by fiat, to encourage 
Thais to participate in industry and 
commerce. Orerall, Thailand’s key 
role as ‘bastion of democracy’ in 
the area has ensured the mainte¬ 
nance of a certain level of stag¬ 
nant prosperity — about a carter of 
Thai revenue comes from Washing¬ 
ton. Ill 1%2, American help 
amounted to thirty-four m'llion dol¬ 
lars of economic and eighty-onc 
million dollars of military aid, 
making Thailand the eighth largest 
recipient in Asia. 

The cosy political jla'iu quo has 
now been jeopardised by the loss 
of its centrepiece, the fifty-five year- 
old dictator. The incipient inrtability 
of Thailand after six years political 
monopoly is quite clear from the 
speed with which Sarit’s temporary 
succe.ssor, Thanom, has averted the 
Armed Forces against ‘subversion’ 
and ordered that there be no troop 
movements in the country with''ut 
exnress command. The prisons are 
full, and the students have tradi¬ 
tionally resisted the pretens’ons of 
the dictator; on the Laotian bor- 
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4«r» SarifV mms^ to develop d» 
area older to insulate it aga^ 
Wtbet Lao infiltration, have not 
been significantly successfuL Final¬ 
ly, China has long fostered the 
notion of a greater Thailand, pri¬ 
marily to irritate Burma and Laos 
with their Thai minorities, but also 
to give Peking some foothold among 
‘niailand’s rebels. All this, of 
course, is far above the heads of 
the peasant majority which, so far 
as can be seen, is still wedded to 
the monarchy and Buddhism. Whe¬ 
ther Thanom will be able to hold 
the fort against both civilian and 
military factions, until ripple caus¬ 
ed by Sarit’s passing has subsided 
is not clear. Democrats should pro¬ 
bably hope that he will not, in the 
hope that there is a civilian oppo¬ 
sition in the country capable of 
seizing power, of splitting the Army 
and resurrecting the hofies of 1932 
too long suppressed. 

The Ghost of Menderes 

'J’URKEY has once more come face 
to face with her long-term politi¬ 
cal problem, a problem reflecting the 
stagnant balance of power in her 
social structure. Before 1960, Prime 
Minister Menderes, based upon land¬ 
lords and peasants, ran a sort of 
mild dictatorship whose economic 
problems were covered by a vast 
flow of American aid, which still 
continues and last year amounted 
to 252.5 million dollars, including 
179.3 million military help (put¬ 
ting Turkey very near top of the 
list of pensioners). Business, politi¬ 
cally weak, in general accepted the 
status quo. The Army, the most 
pervasive national institution, seem¬ 
ed also to aecept a situation which 
guaranteed its own status and pro¬ 
gress. In fact, younger ofiirers re¬ 
flected the pre.ssures for change in 
Turkey, for expanding the role of 
industry, increasing the position 
and power of the nascent middj^ 
and professional classes, and for¬ 
cing back the peasant tide. In 1960, 
when Istambul students took the 
initiative in defying the Govern¬ 
ment’s increasing interference in 
academic life, it was the younger 
officers who refused to put them 
down and mesented the generals 
with a fait accompli. To prevent a 
mutiny as much as to nplace Men¬ 
deres, General Gursel led a coup 
that dissolved the governing Demo- 






cradc^EJ^,"" goaled aenteral thou¬ 
sand roembera of the atoihistrntbn 
and executed some membeia of ^e 
Government. 

All this created almost as many 
problems as it exercised, since the 
Generals were much less clear about 
what needed to be done than the 
younger officers. The elections of 
October 1961 exhibited the same 
social structure in conflict — the old 
Opposition party under Menderes, 
the Republicans (under Ataturk ve¬ 
teran of the right, Ismet Inomi), 
captured 36 senate and 173 As¬ 
sembly seats. Menderes' heir, the 
Justice Party (led by Ragip Gu- 
mushpala) gained 70 and 173 seats. 
Of the two new parties, the New 
Turkish Party (said to reflect com¬ 
mercial and business i^inion) re¬ 
ceived 28 and 65 seats, and the Re¬ 
publican National Peasants Party 
(allegedly of the Urge landlords) 
16 and M seats. Thus, somewhat 
splintered and changed by the new 
Constitution, the former balance of 
pow'er appeared again, to the in¬ 
tense irritation of those officers who 
had initiated the 1960 coup, many 
of them now immured in Turkish 
embassies abroad to keep them out 
of trouble. Inonu’s expedient for 
escaping the stalemate was an un¬ 
easy coalition with the Justice par¬ 
ty. Simultaneously, he sought to 
initiate some development effort 
with a five-year plan envisaging a 
7 per cent per annum increase in 
national income (mainly through 
agriculture and housing). Develop¬ 
ment, however, was severely cur¬ 
tailed by the need to keep both the 
Army and the landlords happy. 
Military expenditure was increased 
at a time when agriculture was stag¬ 
nating and unemployment high, 
and Inonu refused to entertain any 
radical agrarian reform plan or 
raise taxes on land ownership. 

Thi.s partial return to the Men¬ 
deres mixturc-as-before coulrl not 
have pleased the Army radicals, 
particularly when the Ju'-tice party 
continued to attack the 1960 settle¬ 
ment and demand an amnesty for 
those imprisoned at that time. This 
frustration welled up into two abor¬ 
tive, coups, in February last year 
and this Mav. led by Colonel Talat 
Aydemir. The second attempt 
prompted the imprisonment of some 
14.8 officers and 1,459 officer cadets. 
That neither coup succeeded and 


officers oould be goaled deffioiutrat- '' 
ed jaef boiw divided the, Army is. 

In May ef last year, under Jus¬ 
tice pressure for an amnesty for 
the 1960 prisoners, the Coalition 
broke down. Inonu then created a 
second coalition with the two minor 
parties. Meanwhile, the economy 
showed few signs of greater health. 

In April, in Adana, peasants de- 
inonstrated for agrarian reform, a'ld 
throughout last year and this, the 
trade unions have been pressing 
with increasing strength for better 
conditions in industry. 



However, the (Jovemmeht surviv¬ 
ed until November when the first 
local elections siuce 1954 were 
held. The Justice Party with 47 
per cent of the vote secured some 
42 provinces, while the Republicans 
captured a mere 23 seats and the 
New Turkish Party one. Promptly, 
Ekrem Alican of the New T^rki 
decided association with Inonu was 
a political liability, and withdrew 
his party from the Coa'ition; ten 
days later, the Republ'can National 
Pea.sants evacuated the ship, and 
on December 2, Inonu was forced 
to resign. 


To the surprise of all, however. 
President Gursel on December 10 
asked Gumushpala if the Justice 
party could form a coalition. This 
the Justice party are currently seek¬ 
ing to do, while proclaiming the 
need for new elections so that its 
strength in the country can be re¬ 
presented in a clear Assembly ma¬ 
jority. Again, the party has for the 
moment dropped its demand for a 
general amnesty, and refrains from 
attacking the 1960 settlement; but 
this can offer little comfort to the 
Army which, desoite all its efforfs, 
despite its foiinal defeat and over¬ 
throw of the Menderes regime, is 
faced with the resurrection of. vir¬ 
tually all that Menderes stood-for. 
Perhaps Gumushpala will not he 
able to form a Government-and 
Inonu will be recalled; perhaps 
some outside deus ex machina will 
come to translate the insoluble into 
the trivial. Perhaps. But it is the 
ultimate insolubility of the crisis 
which is impressive : a Gofdian 
knot that, sadly, only the brut® 
force of the 4riny, whether or not 
decorated with slogans of a return 
to Ataturk, seems likely to be able 
to cut, 
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Where Do H^e Go from Here? 

Romesh Thapar 


'PHIS seems to be the silly season. 

In whichever direction we turn, 
there is puzzled confusion. The 
Prime Minister reiterated in a 
speech at Apra that ‘China will 
not vacate Indian territory fay it¬ 
self. It will have to be made to do 
so.’ This naturally implied tacit sup¬ 
port for the U S decision to tend 
the Seventh Fleet into the Indian 
Ocean, but informed official circles 
were equally convinced of his de¬ 
termination categorically to de¬ 
nounce this uncalled for interference 
in South Asia. This condemnation 
did not materialise. 

Reactions to the controversial 
Seventh Fleet story were slow in 
crystallising, partly because of an 
initial refusal to believe that such 
a move impinged on Indian sove¬ 
reignty, as the VOA deal did. and 
partly owing to our pre-occupation 
with the ‘the grand tour’ of Chou- 
En-lai and Chen Yi to Africa and 
beyond. We were terribly busy try¬ 
ing to explain how the Chinese, 
whom we had declared as thoroughly 
isolated, were able to get invita¬ 
tions from Nasser and others when 
their clear intention was to some¬ 
how muscle their way into a con¬ 
ference of under-developed or non- 
aligned of oppressed peoples. Ayub 
of Pakistan was also playing it 
smooth and skilful in Colombo 

Shock Treatment 

Back home, with the little Goa 
pimple becoming septic, those in 
the Capital who are able to reserve 
a few minutes for cogitation in the 
course of their ‘socialising’ just can¬ 
not understand what Finance Min¬ 
ister Krishnamachari is doing to 
the economy. A few days ago, tfie 
stock markets were in retreat and 
businessmen were accusing him of 
legislative excesses, of attempting 
nationalisation ‘through the back 
door’. Now, the stock markets are 
advancing and confidence has retur¬ 
ned to the captains of industry. 
Anoarently those earlier naughty 
bills passed by Parliament have 
been forgotten in the excitement 
over the Finance Minister’s decontrol 
measures to stimulate the economy. 


This kind of cynical shock treat¬ 
ment both at home and abroad 
could very well have stirred us 
from the depths of our apathy and 
amorphousness and sharpened the 
demand for a clearing up our now 
muddled political and economic per¬ 
spectives, but the opposite has hap¬ 
pened. The shocks have numbed 
OUT .senses, made us even more 
amorphous than before, prepared to 
drag On from day to day in the hope 
that better times are bound to be 
ahead. It matters little that there 
IS no evidence to suggest this. 

Tile Seventh Fleet 

Quite clearly, the starting point 
of any coherent enunciation of po¬ 
licy must begin at the China ques¬ 
tion-mark. Do we envisage a ne¬ 
gotiated settlement of the border or 
do we believe that our neighbour 
intends to continue a private cold 
war. 'nie present practice of swing¬ 
ing, somewhat gently, between two 
rather opposite positions ha.s made 
us look ridiculous to intelligent 
observers and also encouraged the 
fatuous, half-baked attempts to align 
us militarily and ideologically 
against the communist world. 

The business of sending the Se¬ 
venth Fleet into the Indian Ocean 
15 the culmination of the kind of 
thinking which was behind the VOA 
deal and the joint air exercises and 
the stupid publicity which accompa¬ 
nies these things. All the subtleties 
employed by the Prime Minister— 
that General Maxwell Taylor had 
‘very casually’ mentioned that the 
US Government was considering the 
advisability of some of the ships of 
the Seventh Fleet cruising in the 
Indian Ocean, that there was no talk 
about these warships visiting Indian 
ports or seeking any facilities, that 
there was no proposal for any joint 
naval exercises, that such cruising 
is normal — cannot hide the fact 
that our continuing ambivalence 
about commitments has again gra¬ 
vely embarrassed us, and also da¬ 
maged what remains of our image 
in the non-aligned world just when 


Chou En-lai and Chen Yi are out to 
win friends and influence people. 

From what one can gather of this 
latest ‘leak’ is that the military 
allies of the US, including Pakistan, 
were informed of the decision to 
extend the patrolling of the Seventh 
Fleet several weeks ago. They 
were definitely given to understand 
that the Government of India had 
agreed to this move, that Indian 
ports would be used for shore leave, 
etc, that certain familiarisation 
exercises might also be held. The 
‘leak’, if it can be so described, took 
place in Rawalpindi or Karachi. 
There was confirmation from the US 
diplomatic establishment in Delhi, 
and the added information that 
Prime Minister Nehru had been 
‘briefed’ a couple of months ago. 
Tlie news was planned to he relea¬ 
sed at the conclusion of General 
Taylor’s visit to the sub-continent. 

COI Approved the Move 

This IS all very disturbing. The 
implication is that there is a poli¬ 
tical group in the GOI which app¬ 
roved the move and persuaded the 
Prime Minister that there was noth¬ 
ing objectionable in it. The Prime 
Minister’s naive statement in Parlia¬ 
ment on the subject tends to confirm 
this theory, for even now he seems 
oblivious of the repercussions in 
South Asia, in Africa and in Arabia. 
And one of the by-products of the 
speculation is that, at last, we have 
absolute proof that V K Krishna 
Menon is no longer advising the 
Prime Minister nor is he in constant 
touch with him — a fact which the 
psychopathic have refused to accept 
these many months. 

The Seventh Fleet business, which 
IS bound to escalate if persisted in, 
has served one useful purpose. It 
has convinced many non-believers 
that our foreign policy is very much 
in the doldrums. The China Quea- 
tion cannot be taekled on the basis 
of changine political moods and 
hunches. We have to make un our 
minds what we intend to do — 
and have the courage to say so. 
Then it will be possible to plan 
coherent policies. 
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fsKHniiocw alwi^ 
cntle tocialinBt w aie moving int9 
4n even mote prosperous private 
sector eta. Significantly, the savi* 
ours of the private sector are not 
Motai^ Destfi and S K Pati{, but 
the once>upon-a-tiine-feared TT Kri' 
shnantachari who seems to have dis> 
covered a new formula for political 
success —talks designed to whet 
the profit appetite of the marketeers 
and manufacturers, legislation which 
reassures the party politicians wed* 
ded to socialist concepts and a rami¬ 
fied system of pledges and vendettas, 
checks and balances, controls and 
decontrols, secrets and leaks, all 
coordinated. TTK is obviously glad 
that his scheme of things is little 
understood at cabinet level, or even 
among businessmen, for understan¬ 
ding in under-developed conditions 
only creates controversy and paraly¬ 
sis! 


. . . .. , . 

'CkifiagtM 

^ iijcdy 
tttdis, fhe a«cd fmr tan ‘all-out cpen 
fight’ r^jainst. aati-40cialist forces 
‘whatever their hue or cry’, ffe 
will speidc in Tamil, and careftd 
translations of his speech are being 
prepared to make his meaning clear 
to one and all. Quite right, too, 
considering that he is reported to be 
planning to warn ‘the new genera¬ 
tion of Congressmen’ against ‘the 
unholy attempts of the so-called 
English-educated class, capitalists 
and communalists to sabotage the 
country march towards socialism’. 
He plans, it is said, a four-point 
programme ‘for tangible action to 
usher in tangible socialism’. 

The confusions notwithstanding, 
thoughts are turning to Bhubane¬ 
shwar. Parliament' adjourns within 
a few days. Then another festive 
season descends. Winter is here 
with a vengeance. Soon, we will 



•y 

we 

<it piUient 
time 
lUHiaWaBuents, 



''hft 

pec^. In « 

for roftetsfimi, for . ^ 
for re-decBcjttion. essen¬ 

tially eteurantaiy pvUocips tsdce 
place b^ore the leawUu the Con¬ 
gress party gather at BMaoesfawar 
or are we about to witmew another 
tttmasha? 

Back in the Planning Commission, 
Deputy Chairman Astdca Mehta has 
arranged a meeting of minds just 
before the Christmas htdidays, a 
business-like half-day meeting which 
in the course of offering advice and 
suggestions will be answering the 
question: Where do we go from 
here? It is a question which should 
be asked at every level of national 
life. And then, perhaps, it will be 
heard at Bhubaneshwar, in Delhi, 
in the Capital — and it will become 
persistent until an answer is found. 
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Bengal’s Bitter Rice 


4 T OdcuttA on Satur- 

^ day *- Hidnta borse namecj 
Be'ngal*’^ Wan the Cooch Behai: 
(,iip, “injgriuKi style” according^ to 
,,110 aeW«Ba{»»; the odds were 7 to 
2. and we tote paid Rs 25 (win) 
lor Rs 5, Hwt just about ends the 
^lory of West Bengal’s tale of 
triumph. The Stgte has been told 
iiy the Flaimbtg Ctrnimission tliat 
Its perforinainciB to date with the 
Third Plan ha* been most disap¬ 
pointing and 80 the size of the 
State’s plan foi 1964-65 has been 
slashed to Ra 71 crores. The record 
i<i said to have been most ‘‘dismal” 
in agriculture. During 1961-62 the 
provision for agriculture and minor 
irrigation was Rs 9.41 crores of 
which only Rs 3.13 crores was spent. 
There was a slight improvement in 
1962-63; expenditure rose to Rs 
4.38 crores against an allocation of 
lls 9.19 crores. The equation of ex¬ 
penditure with achievement is, of 
rourse. ex definitume. 

While the population of the Stale 
has risen alarmingly, fwee C Subra- 
maniam, food production has fallen 
In 1962-63 food piodudion amount¬ 
ed to 'no more than 4 791 inillion 
tons against the 1960-61 base-level 
estimate of 5.84' tnilhon ton-- Little 
has been achieved m Increasing tlie 
production of rice, despite scheme- 
of intensive cultivation adotited sineo 
the Emergency In Us failure to 
achieve the taigets of the Third 
Plan, West Bengal seems entirely 
in step with the rest of the coun¬ 
try, however dis-obedie'nt and non- 
ronformist it may seem in other 
respects 

Tlic Other Side 

Failure in agriculture is thus to 
be admitted, without necessarily get¬ 
ting inco’nsolable over it In the 
sphere of power generation and me¬ 
dium industries the Stale’s record 
is said to he “ highly' creditable . 
lu the first three yeais of the Plan 
the State has exceeded the alloca¬ 
tion for medium industries. All 
deficiencies in agrieiiltuie should 
eertainly be corrected Yet the mid¬ 
term appraisal of West Bengal s 
oerformanee with the Plan may 
have another moral. It is quite pos¬ 
sible that achievement of agricultu¬ 
ral self-sufficiency in West Betigal 


has been given altogether too high 
a priority by the Centre. Professor 
Arthur Lewis argued a few years 
ago that, perhaps. India as a whole 
could aflord to remam an importer 
of food it It became a more signifi¬ 
cant exporter of inanufactuTrs It is 
^gge.sted, On the basis of West 
Bengal s success in medium iudus- 
^lOs, that It may well be worth 
West Bengal’s while to invest more 
and It-ss in dgricnltiire, 
and no good done to West Bengal 
can he without benefit to tlie coun¬ 
try as a whole. (Non-Bengalis in 
particular will profit fiom *.sok 
Mitra’s recent publication, “(alcut- 
ta; India s City’, New Age Publish¬ 
ers, Rs 10.) 



It may well he that with the loss 
of l.a.st Bengal went all hope of 
Bengal’s self-sufficiency m food. 

And in a huge country such as 
India there is no reason why every 
region must be self-sufficient m this 
respect May it not be more econo¬ 
mic to let every State grow as its 
resources and geniu- dictate and 
thus contribute to the nation’s 
wealth what it is best suited for? 

As the country sombrely debates 
the rea-ons for the failure of the 
Thud Pan it should ponder the 
extent to which economic planning 
has been reduced to nonsense by 
regional demands for industries 
which would flourish much better 
elscwheie. If West Bengal can feed 
the rest of the country with indus¬ 
trial products It can easily buy it« 
food from the rest of the country 
There is no need to make a fetish 
of national or State seif-sulTiciencv in 
food 

WVst Bengal’s success with medi¬ 
um indu.stries evokes broader refle¬ 
ctions. Calcutta docs not permit 
cycle rickshaws, pedicabs; and in 
the whole of the city there is not a 
single Bengali rickshawallah Go to 
anv suburb of the city where cycle 
rickshaws are allowed; you will see 
the majority of the rickshawallah- 
are Bengalis. Bengals’ general aver¬ 
sion to manual labour is notorious, 
perhaps in part ineradirable Thi- 
general observation takes little ac¬ 
count of the Bengali cycle ricksha 
wallahs. Add a bit of machinery 
and manual labour is no longer 
looked down upon. The larger fac¬ 


tories in the State may well emp¬ 
loy an unusually large number of 
workers from other States (fo* 
which the much maligned Bengali 
deserves more thanks ^an he gels) 
hut the now extinct auxiliary indue- 
tnes of Howrah were manned al¬ 
most exclusively by Bengalis. 

Whenever West Bengal requests 
installation of a new in^strial pro¬ 
ject the cry is raised that the State 
IS already over-industrialised. It is 
ironical to hear of an overdevelop¬ 
ed State in an underdeveloped coun¬ 
try That urbanisation set in earlier 
in West Bengal than elsewhere and 
that It may already be an irreversi¬ 
ble process, which inevitably affects 
agricultural prospects, are perhaps 
tt'est Bengal’s business. What the 
(outilrv has to consider is the Cost 
to Itself of setting up industries in 
places where additional and essen¬ 
tial facilities have all to be created 
afresh 

No UyB 

This writer rejected long ago that 
romantic view of Bengal and die 
Bengali in which the State and its 
people were assigned a particular 
role, mainly unrelated to realities. 
There It, not one gtxid reason why 
a job good enough for a Bihari or 
a Boinbayite should not be good 
enough for a Bengali, whatever 
nonsense be- may uncritically beli¬ 
eve about his culture. Qn the other 
hand it is in the interests of the 
country as a whole to employ and 
exploit Bengal and us people in 
assignments they are naturally best 
equipped for. 

The other regions’ industrial am¬ 
bitions are entirely legitimate. It is 
also conceded that in a free and 
democratic country the economic 
consideration cannot be supreme; 
political feasibility is important. It 
may yet he a valid indictment of 
the Government of India and the 
Planning Commission that they have 
ignored the natural advantages and 
existing facilities in West Bengal. 
The Plan’s overall failure may well 
be attributable to the fact that it 
was never given half a chalice to 
take aq overall view of the Indian 
economy. West Bengal's agrirultu- 
ral failure has to be read with its 
success in medium industries. 

r— Flibbertigibbet 
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'pHE object of this study of district 
incomes, it is stated, is to locate 
backward regions in the economy. 
To begin with, the National Coundl 
has estimated district income for one 
year, 1955-56, the first year of ifie 
Second Plan. The Council is now 
engaged in making similai estimates 
of district income for 1960-61. When 
these estimates are ready, a compari¬ 
son with the eslitnaies foi 1955-56 
would be possible. 

Conrepts and Method 

District income is defined to mean 
“the income originating fiom cm rent 
production of goods and services 
within the geogiaphic boundaiies of 
the district”. The pioduet method 
has been used to estiina'e income 
from agriculture, animal husbandry, 
forestry, fishery, mining and factory 
establishments. Since output figures 
in these cases have been obtained at 
the district level, the procedure docs 
not seem objectionable. Rut what is 
astonishing is the bland statement 
that income originating in sinall-scile 
industries, con.struciion. communi¬ 
cations. railways, organised banking 
and insurance, other commerce and 
transport, professions and liberal 
arts, domestic services. Government 
and miscellaneous seivucs and house 
yrroperty is estimated by using 
all- India averages of net value added 
or net earnings per person employed. 
Since these sectors together aceounted 
for '15 9 pel cent of net national out¬ 
put at factor cost in 195.5-56, to say 
that “ . It IS not pos.sihli> to assess 
the degree of reliability of the dis¬ 
trict income estimates; they may 
probably be subject to a larger mar¬ 
gin of erroi than the State or na¬ 
tional income estimates” (italics 
added) is to put it mildly, indeed ! 

To obtain the sir.e of the district 
working force, NCAER data ’ on the 
rale of growth of population in diflF- 
erent States have been applied to the 
district working force figures of the 
1951 Census, available in the District 
Census Handbooks. In other woids, 
the ratio of population to working 

‘ “Population Projections of India, 
1961-76", NCAER, 1960 (printed 
foi limit^ circulation). 


force for the State a.s a whole is 
assumed to apply to all districts in 
the State, and this ratio is assumc^d 
lo have remained constant between 
1951 and 1955-56. On the othei 

hand, however, lo arrive at per 
capita district income estimate 
IS divided in each case by a 
population figure for tire district 
ubiained as an interpolation on the 
1951 and 1961 Census figures. The 
use of a population projection (and 
tliat too one that has not proved loo 
acriiiate) for the one purpos- and 
Census figures for the other is a 
serious methodological limitation. 
The State working force estimates 
also could have been based on inter¬ 
polations using 1951 and 1961 
Census data. 

Inter-State Comparisons 

The analysis of intcr-State diff- 
ereme-. in income which follows is 
far from being as modest as the stal- 
istK al limitations warrant. To claim 
that the study has revealed that 
Orissa IS probably not reallv so back¬ 
ward as IS generally believed or that 
Punjab has a markedly low propor¬ 
tion of imome from industry, is to 
forget, in the former case, that ihe 
use of all-India estimates for in¬ 
come of product per worker (espe¬ 
cial Iv for .service industries) may 
have resulted in significant over- 
estimation of inrome and, in the 
lalter. that the income from small 
indusiiy is very likely to be under¬ 
estimated 

T.eaving su< h precarious inter¬ 
state comparisons alone, one of the 
geneial conclusions of the study is 
that “a majori'y of the districts have 
lower level of industrialisation than 
the economy as a whole, while a small 
number of districts at the other ext¬ 
reme is highly industrialised”. Fur¬ 
ther. the “share in Ihe total income 

* K N Raj “Some Features of the 
Economic Growth of the Last De¬ 
cade in India”, The Economic 
Wefkly, Annual Number, February 
1961 

P N Dhar and S Sivaaubramaniam • 
“Small Enterpnaes Their Cohtri- 
hution to National Income”, The 
Feonomte Weekly, Special Number, 
July 1962. 


of the 207 districts, havdng a smaller 
pel capita income than the average, 
IS 60 per cent, whereas they account 
foi appioximately 73 per cent of the 
population. On the other hand, the 
82 districts which have a per capita 
income of Ka 250 or more claim as 
much as 40 per cent of total income 
while they account for only 27 per 
cent of population”. 

The bottom ten pei cent of districts 
(in term.s of per capita income) aie 
distributed thus ; Uttar Pradesh 11; 
Bihui 10, Orissa 4; Assam 2; Mad¬ 
hya Pradesh 1; and Mysore 1, On 
tins the study has this comment to 
olTei: “It may he thought that the 
relalively high concentraUon of 
backward districts in Uttar Pradesli 
may be mainly due to the large size 
of the Stale. But this does not ap¬ 
pear to he so; whereas Uttar Pra¬ 
desh accounts for about 17 per cent 
of the total population, nearly 40 
pet cent of the backward districts 
are found to belong to this State”. 
Unh “ss all districts have roughly the 
same population, this i.« not very 
meaningful. A more correct state¬ 
ment would be that U P has 17 per 
I'enl of the total population of 
India, but 35 jier cent of the popu¬ 
lation of all backward districts in 
the country. 

Befouling Statistics 

A striking example of statistical 
misrepresentation is Table 2 on page 
10 It attempts to show the range of 
variation m the percentage of dis- 
triel income originating from agri¬ 
culture, manufacturing, and services 
for the 14 States. We are told that 
the range for agricultural income 
m Maharashtra is 1-61, This is 
breath-taking — till one excludes 
Creiter Bombay and then the range 
is narrowed to 22-61 Similarly, the 
range for Madras Slate ran he 
dueed from 0-66 to 35-66 by exclu¬ 
ding Madras district Even more 
surprising is the ca'se of income 
from services in Madhya Pradesh : 
the range here is 0-44 But how is 
it that this remarkable district which 
has no income at all from services 
does not figure in Table 15 (p 22) 
which gives the sectoral composition 
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of dfetricl income for the 39 districts 
of Madhya Pradesh ? According to 
this table, the range for income from 
sen ices should be 11-44, 

The study does not go into the 
rural-urban composition of the dif- 
ferent districts, though the 1961 
Census data were probably available 
in time to be made use of. Using 
the Final Population Totals it is 
possible to draw the conclusion that 
in the bottom ten per cent of dis¬ 
tricts (ranked according to per ca¬ 
pita income) the percentage of rural 
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to total popuiatton U vdil idwv« die 

national average. 

Whether one should wait for the 
best estimate, or try to make the 
best use of available data is a fami¬ 
liar problem. For a study like the 
present one, it is perfectly in order 
to take the latter course, provided 
the provisional nature of the conclu¬ 
sions drawn is clearly indicated. The 
NCAER’s study, however, does not 
seem to have made use of some of 
the latest data thrown up by various 


n&eial non-’Officiiil ,iiot 

does U dejurly mdicato dm baaic 
lutritations of the data used by it. 

Finally, instead of a most mis¬ 
leading scatter diagram of the re¬ 
lationship between percent of State 
income from different sectors of eco¬ 
nomy and per capita State income 
(frontispiece), and two equally mis¬ 
leading tables (Tables 2 and 5), it 
would have been far more useful to 
give a district map of India. 

’ Census of India, Paper No t of 
1962 


Known and trusted on every Continent 
of the globe, the trademark * Sanforized* 
can boost the export of Indian cottons 



Over 400 textile firmi in 49 
countnei are licrnicd to pioducr 
fabrict bearing the trademark 
'Sanforized*. It ii known and 
trusted by millloni of consumers 
the world over To them and 
to the textile trade ‘Sanfm izcd* 
signifies a reliable, uniform 
standard of shrinkage control 
This itandaid is rigidly enfourd 
m India, as everywhere elte, by 
the technic.nl representatives of 
Cluett, Peabody fit Co. Inc., 
owners of the trademark. 
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Cotton cloth that is labelled 
'Sanforized* has the identical inter, 
national standard of pcrfoimancc 
- it will not shrink out of fit, The 
trademark can give a tremendoua 
boost to India*s export of cotton 
textiles It can help the industry 
10 touch - perhaps exceed - the 
Third Plan target of 800 million 
yards of cloth for export and thua 
cam valuable foreign exchange. 

Imied by Queti, Peabody ft Co, Inc, 
(Incorporsiod In the U 5. A wiih bmned 
liability) proprietors of ihc regutrred 
uadenark'SANPOlUZfO' The 
tfodemork pioprioiors osc Ihc irodeinork 
4ANPORI2BD*, or permit its use by 
asnborisad re(litcnd ussrs, only In rapeoi 
ef SMUd Dtbrlc which amsts the uodemark 
PSSfrlStois' strict requlsemeiits 
a<«lfdlMiialthrUftaca 


f« infirwutlM: •Sanferiaad' SarvlM, gg. Marina Drive, Bombay a 





Congo: Ordeal of Power 

(By a Special Correspondent) 

*.• after indepei^ence. the economy of the RefnMie of Con^ u on the rocks, u>ith an infla- 

non IS outpaced only by that in Brazil and Indonesia and with urban unemployment enveloping more 
than 30 per cent of the urban labour force. Living standards have declined predpiumdy since 1960 and the 
downward spiral shows no signs of slowing down. 

In an atumpt to s^em the speculative run against it, the Cor^olese franc has been devalued by two- 
thirds. But, given the virtual absence of any coherent fiscal policy and the stast proliferadon of military 
and administrative expenditure, the momentary e0ect of the deviduation will soon wear UsAf out. 

Only one-third of the Government’s current, expenditure is met out of normal budgetary resources. De¬ 
ficit financing and foreign aid fill the gap, while the large foreign-owned corporations continue to enjoy an 
unofficial tax holiday. And, given the difference between the offickd and the black market rates of exchange 
of the franc, the bulk of the nation’s exports have gone underground, official export figures covering at most 
one-fifth of total exports. 

Devaluation, or other well-meant economic reform, will have no lasting effect because the cause of the 
disease that grips Congo is not economic, but political. 
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^HEN will Adoula be given the 
rabbit punch ? What will be 
the cumulative impact of the deva¬ 
luation that has just been seL in 
motion ? What is the social' basis 
of power of the Binza Clique? What 
is on the cards when the U N's 
mandate expires at the end of next 
July ? In a word : whither the 
Congo ? No one knows what Uie 
crystal ball holds and these ques¬ 
tions are as frequently raised with¬ 
in the Congo ns abroad. 

Whatever the thematic variations 
on the Congo’s destiny, the consen¬ 
sus is abundantly clear : three years 
after the excruciating birth pangs 
of the Republic the national econo¬ 
my is on the rocks, saddled wkh ati 
inflation that is only outpaced by 
Brazil and Indonesia; with urban 
unemployment enveloping more than 
30 per cent of the urban labour 
force. 

Katnngpse secession is formally at 
an end, but even the scissoring qf- 
Katanga into three provinces has 
not tackled the root cause that in¬ 
duced secession almost simultaneous¬ 
ly with the advent of independence. 
It must be home in mind that 
Katanga and Leopoldvi’le were the 
two radiating poles of growth in 
the period of prestigious economic 
growth between 1950 and 1959, and 
that deep regional antagonisms ex¬ 
isted prior to independence. In¬ 
dependence, together with external 
interferences, and the absence of an 
ideologically cohesive central power 
exacerbated this regionalism, conse¬ 
crating its Split. The end of the 
secession, or what Congolese public 


rela'ions misleadingly bill as a ‘na¬ 
tional reconciliation’ is not a con¬ 
summated psychological, economic 
and political fact — by far. 

Notwithstanding massive foreign 
aid the Congo remains the tragic 
prototype of an emergent African 
state for whom the dignity of poli¬ 
tical independence has not been 
translated into higher standards of 
living or more fundamental social 
mutations. Rather, living levels 
have declined precipitiously since 
1960 for the masses and the down¬ 
ward spiral shows no signs of slow¬ 
ing down. 

Economic Concentration Continues 

One of the protuberant anatomi¬ 
cal features before frceilom was the 
high degree of economic ronrenlia- 
tion in which the poor white had no 
place. From its very inception the 
Congo became the lucrative edifice 
of sorb cornorate giants as the 
U M H K, Unilever and the inter¬ 
national petroleum cartel, amongst 
others, with their interlocking direc¬ 
torates. This concentration, which 
grew to an incredible degree, con¬ 
tinues to prevail, its structures iin- 
imoairerl and the Congo a dis 
embowelled nation Continued for- 
cien ownershio of the nation’s 
resources remains in the hands of 
these majors with all its spectral 
political penumbra. 

‘Afri'-anisatioii’ has led neither 
to a diffusion of Dower or to a threat 
of alienation of these properties, but 
to the bogus inclusion of certain 
Congolese on boards of directors 
with no effective power. It has 


thrown up some Africana who have 
rallied to a system congenial to their 
pockets; a few have been drawn in¬ 
to the ranks of middle corporate 
structure, not the dominant ones, 
though even if they had been, they 
would he nothing more than ciph¬ 
ers as seen from the experience in 
former British and French colonial 
territories. 

The locus of power continues to 
be in the board rooms of the capi¬ 
tals of the Common Market, Afii- 
canisa’ion is. therefore, nothing hut 
a cheap public relations gimmick 
destined to buttress the power of 
corporate capital in the new context 
of independence, and is one of the 
marked traits of neo-colonialism. It 
is a paying proposition. Lumumba 
understood clearly its sinister impH- 
cations when he described it as the 
partnership of the hangman to his 
rope. 

What has emerged since indepen¬ 
dence is a minus'-ule minority en¬ 
riched by the iraffic in import licen¬ 
ses, land and foreign exchange spe¬ 
culation, embezz’ement of public 
property, foreign aid, commissions 
by foreign corporations and every 
other species of licit and illicit tra¬ 
ding. It is this caste which has 
creamed the milk of freedom em¬ 
bracing the political elite, the upper 
echelons of the military and the fop 
cnis* of the civil service. Overwhel¬ 
mingly, the members of this caste 
were precisely those who had been 
catapulted into the charmed ranks 
of the ivoluis during colonisat’on. 
This is not entirely illustrative, 
however, of Pareto’s theory of the 
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marveys 

STEP UP THEIR 
INDUSTRIAE <> 
FABRIC 
PRODUCTION! 


Now tfwy can lervc more Industries than ever! 
Hfirveys' Madura Mills—India's largest pro* 
Queers of industrial fabrics—have to date been 
supplying leading manufacturers throughout the 
country with a wide variety of light, medium 
and heavy industrial fabrics. The installation 
of additional new high speed looms and up-to* 
date ptecision machinery—among the world's 
most modem —now enables Harveys to accept 
many more orders of varied character 

Why yiM ahonld come to Harveys: 

Haneys never eompromise on nualiiy. Harvey 
industrial fabrics are equal to the world's best. 
The most modem machinery highly ex 
perienoed and skilled technical personnel 
and relentless testing at every stage 
of manufacture — ensure that all 
Harvey fabrics are of unbeatable quality 

Haneys can mamifactare to a variety of spcci- 
Ocations. Whether it's Rayon Warp Sheet for 
tyres, or Canvas for the Shoe, Tent and allied 
industries—Harveys can produce it! Every yard 
of Harvey industnal fabrics conforms rigidly to 
specifications—a fact that has won Harveys the 
confidence of manufacturers in India and abroad. 

For further particulars and samples, contact ■ 
MADURA MILLS CO. LTD., Madurai. 
Managing Agents : A. A F. HARVEY LTD. 
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<^cuUtlon ot elites. Foi within 
the last year a handful of the non- 
hfolues tmder the colonial adminis- 
trEUon ufivc moved into the privile¬ 
ged phalanx without departing from 
the specifications of a neo>coIonial 
order. 

This nascent social force is not a 
bourgeoisie in the conventional us¬ 
age of that concept, but a parasiti¬ 
cal hot-house product with all the 
vulgar external trappings of that 
class: debauched living, ostentatious 
consumption, Swiss bank accounts of 
Himalayan proportions, European 
villas, and several of whose progeny 
are shuttled to Europe’s exclusive 
pnvate and finishing schools. 

It is no secret in Leo that these 
latest model tail-finned limousines 
and their social accessories are the 
droppings bestowed for services 
loyally rendered — a practice that 
has become so pedestrian that they 
have ceased to be a source of amuse 
ment. The Congo is an ideal post¬ 
graduate school for a Delhi Con¬ 
gressman. The big celebration here 
has become a permanent fixture of 
a way of life. When 1 asked a 
minister, a practising Catholic, to 
explain the causal origins of the 
malaise, he comfortingly riposted 
that corruption is universally in¬ 
herent in human nature. Presumably 
the dispensations of providence arc 
inscrutable. 

Economic iromobilism there is, 
but not so in the field of luxury 
housing for the European and na¬ 
tive elite. Leopoldville’s population 
has soared from about 300,000 to 
over a million today. The public 
serviers are over-burdened; cheap 
low-cost housing is at standstill, but 
the shanty towns have mushroomed. 

The speculative offensive against 
the Congolese fratic, symptomatic 
of the post-independence period, 
has been bogged down since the 
promulgaUon of the two-thirds deva¬ 
luation. Hitherto, the official ex¬ 
change rate has been CF 64= US 81. 
The new rate provides for a buying 
rate of CF 150 and a selling rate 
of CF 180 per US $1. Exchange 
proceeds are ostensibly to be turned 
in at the buying rate and all ex¬ 
change payments will be made at 
the selling rate. 

It is claimed that the difference 
between the buying and selling ratM 
in the new system will provide the 



Govenmnt vrith an additional ». 
urcc of income for budgetary pur- 
pos«. This IS dubious. In a few 
Weeks time the offensive will be re¬ 
sumed with added impetus, and the 
pre-black market rate of 400 francs 
to the dollar that has momentaniy 
slipped will catch up and surpass 
the old black market rate. 




doUan in the ivory traSic wiU» 
Kenya. This is daily f.re. Another 
insmnee is the gift of SO lorriiea by 
a forei^ embassy for the mteriur 
which is alBictcd by critical tr-na- 
port bot.lenecks. They never reach¬ 
ed their destination, but were grab¬ 
bed by certain ministers and sold in 
the Leopoldville bUck market. 


Given a non-existent fiscal frame, 
vast proliferating military and ad 
ministra'ivc expenditures such a 
course is inescapable A mere third 
of current Government expienditurcs 
is met out of locally generated hi 
come. Deficit financing and foreign 
aid fill the gap. The large corpora¬ 
tions continue to enjoy a quasi-pei- 
maneiit tax holiday; moreover, tliu 
potentially salutary effects of the 
devaluation h . vp already been wip 
ed out by equivalent price and 
wage boosts, and the increasingly 
unfivourahle balance of trade will 
not be long in appearing when pre 
sent inventories run down 

Exports Co Underaround 

Given the discrepant y between 
the official and parallel market rates 
the bulk of the nation’s exports have 
gone underground. Br.jzzaville, in 
the other Congo. !,pfore the anti- 
Youlou coup was the epicentre of 
this contraband traffic, notably in 
diamonds With relations taut to 
breaking point between Brazza and 
Leo this traffic has dropped to a 
trickle, and is being redueeted via 
Fast Africa and Angola Much of 
this traffic could not flourish weip 
it not for complicity at the ministe¬ 
rial level both at the Centre and in 
the provinces. The parallel market 
has displaced the legj market. 
Senegalese, Portuguese. Pakis'ani 
and Lebanese traders are invaluable 
intermediaries and, in many cases, 
initiators of trade. In an abandoned 
Kasai diamond field of Tshipaka. 
Senegalese tr.ffieers made a haul of 
more than 8 12,000,000 (twelve 
raillionl, according to Tfie Econo¬ 
mist. 

Official exoort figures are mean- 
ineless, for they rover at most, one 
fifth of tot 1 exports, the remainder 
is sinhoned via the underground 
pineline which is superhlv organi¬ 
zed with ex'ensive ramifications 
within and outside the Congo. A 
local newsnaper recently reported 
th:t the President of a provincial 
asscmblv had gouged a milliort 


Of portentous aignifinance is that 
the Centre exercises an exiguous 
control Over the foreign corpora¬ 
tions whose political cobwebs enve¬ 
lop the upper hierarchy of Gov¬ 
ernment, the civil service and the 
army. Concessions are granted 
not on the basis of priority evalua¬ 
tions, but in terms of politico-eco¬ 
nomic influence. This Conjuncture 
is reminiscent of what Lord Salis¬ 
bury baptised the ‘battle for conces¬ 
sions' that was waged in China at 
the fin de .tier/e. It is a war con¬ 
cealed, primeval in its reptilean 
intensity but rarely does the spect¬ 
acle reach the public eye, as high¬ 
lighted in the petroleum refinery 
concessions granted to ENI which 
aroused Standard Oil’s wail of 
agony. For weeks the aunosphere 
was charged with acrimonious re¬ 
criminations and countereharges. 
Whatever the truth or untruth in 
ENI’s rival’s allegations that the 
Adoula government had been ban!<- 
rolled, the fact remains that two 
leading executives of the interna¬ 
tional petroleum cartel were de¬ 
ported. 

But such cannibalising, in gene¬ 
ral, 1 $ done with gentlemanly de¬ 
corum behind closed doors. There 
is no nation in the world where 
embassies are so frenziedJy push'ng 
their national interests. At this 
point the analogy with the Menchu 
dynasty breaks down, for the fangs 
and claws of corporate capital and 
their embassy spokesmen were then 
bared openly. Not so in the Con¬ 
go The ENI affair ‘■ent shivers 
down the spines of embassies bere. 
The stakes are too high, the poli¬ 
tical implications too far reaching 
for such scandals to become the 
object of public dialogue. True 
the Congo has become a 'police 
state, but African eyes are turned 
on it, and there is such a thing as 
African public opinion. 

The early refrain of Belgian 
haute fina'nce circles that “the 
Americans want to evict us from 
the Congo as they did the French 
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I METER 


THE 
THINGS 
WE MAKE... 


ROLLING STOCK & COMPONENTS • POINTS & 
CROSSINGS •STRUCTURAL STEELWORK • PRESSED 
STEEL TANKS • STEEL, SPHEROIDAL GRAPHITE & 
GREY IRON CASTINGS • MACHINE PARTS. 
COMPONENTS & GEARS • FORGINGS. 
STAMPINGS & PRESSINGS • SLUICE VALVES & 
TWIST DRILLS • CRANES & PULLEY BLOCKS 
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Moneglng Agents MARTIN BURN LIMITED 

martin burn house. 12 Mission Row, Calcutta I 

Bronchei NEW DELHI BOMBAY KANPUR PATNA 
4t.nl. in Sauch i/tdin Th« South Indian Export Co. Ltd., Madras I 
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frm luu ceased to U 

true, iw Anatmkan admiaiatai* 
don’s fonautive Gtngolese eoonoaiie 
has altered course. BelgiMi 
interests, grafted to clerical power, 
are too deeply entrenched. The 
cost of battle would be profaibitiye, 
its repercussions nothing short of 
calamitiotis and, indeed, it would 
transcend the Congo. Hence the 
uneasy co-existence of virulently 
contending economic forces. Yet, 
the pickings to be pocketed in this 
taisseyfairi land are lush for the 
concession.hunter armed with the 
appropriate kind of influence. 

The current devaluation measures 
will not staunch the haemorrhage 
for the cause of the disease is not 
economic, but political. In place 
of the six provinces bequeathed by 
colonization there are now twenty- 
two ‘provincettes’ and every newly 
created province has almost become 
an autonomous flrf unto itself. 
Sprawling parasitical bureaucracies 
have been spawned matched by a 
drop in efficiency. These fissiparous 
tendencies have become so general 
that the effective sovereign power 
of the centre, it is claimed in the 
western press, does not extend even 
beyond the confines of Leopoldville 
province. 

This is misleading. It is a matter 
of degree. Many of the provinret- 
tes receive administrative subsidies 
from the Centre and the incomes 
of the higher civil servants are 
generally larger than their counter¬ 
parts in the Central goveriunent. 
In this system loyalties are pur¬ 
chased, and there is a certain check 
that can be placed on them. Fur¬ 
ther, as seen in the army’s quelling 
of the Luluabourg dissidents the 
centre is not entirely impotent. 

Katanga falls into a special case 
spill into three provinces along tri¬ 
bal lines. The Leopoldville com¬ 
missioners endowed with enormous 
powers ensure that the directives of 
the Centre are implemented. Kat¬ 
anga’s mineral El Dorado accounts 
for more than 50 per cent of ^ the 
country’s foreign exchange earnings, 
lire end of the secession has not 
unfortunately led to effective integ¬ 
ration. Living standards in Kat¬ 
anga for the masses were higher 
before January than they are now. 
This utterance is not intended as 
an encomium to the internationally 
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discradited gaogne^ptiaddl|| dtat 
is Tllumbtt. 

£ven £f Tshort^’s critics were 
vocal before the recent events, their 
strictures have been nullified by 
the sheer incompetence of Leopold¬ 
ville’s administrators. The dollar 
on the black market in Elizabeth- 
ville is higher than in Leo (one 
more channel of trafficking via Air 
Congo has been opened up) and 
consumers durables have almost 
vanished — save for the Europeans 
and the native elite. Nor is it sur¬ 
prising to see Tshombe’s portrait 
prominently festooned in all public 
buildings. When I enquired as to 
the reasons for their continued pre¬ 
sence the answer given is that they 
did not not wish to offend the sus¬ 
ceptibilities of the Katangese. The 
chilling truth is that Tshombe’s 
popularity within Katanga is greater 
than it ever was. 

Changed Correlation of Forces 

Yet one must not draw the pre¬ 
cipitate conclusion of David Dim- 
bleby in the New Sla'esman, the 
British Weekly (October 11, 1963). 
It is true that there are 4.000 mer¬ 
cenaries in the Congo. Admittedly 
4,000 disciplined and resolute gue¬ 
rilla mercenaries could harass an 
ill-trained, undisciplined, un-moti- 
vated, un-tested army of 35,000. 
But the core of the vortex is not 
here. The correlation of forces 
has changetl. Tshombe is an em¬ 
barrassment for the Lbiion Miniere, 
the Belgian Government and all 
the corporate giants of the Common 
Market. An upsurge in Katanga 
would rock the boat internally 
and internationally, property would 
be destroyed and the reverberations 
of the upsurge would adversely 
affect profits. 

Tshombe served as a waxen figure 
lor certain paramount economic 
interests at a specific point in time. 
Like Ngo Dinh Diem he was melted 
when his policies became too obstre¬ 
perously independent. That he may 
be remoulded again if the Central 
Government steps out of line with 
such indecent gestures as the natio¬ 
nalization of the copper belt is fea¬ 
sible. But, momentarily, such an 
awesome word as nationalization is 
not part of the chastened vocabulary 
of the ruling c^aste, and such an eco¬ 
nomic strategy is utterly remote in 
die present configuration. In the 
white man’s mansion, the caste has 




leumi-te jn^ (wd'it )amm hf 
the vety sir it hzeathea dutt houtp* 
boya’ munnurings imply dismiasai. 

The degeneration of the Central 
Government must be related to ti» 
unevoived etnicture of political par^ 
ties. There is no such thing as a 
political left in the Congo. There 
are only degreisa of opportunism. 
Similarly, there aie ho political par. 
ties although, at the last count, there 
were twenty-nine so called. Even 
the MNCL, or the Lumumbist 
party, is fragmented into myriads 
of scabrous factions. There is no 
organization among ahy of diem, 
no militants, no clear-cut platforms, 
no leadership, no ideology and the 
transmission belts between the self- 
appointed hierarchy and the masses 
are noh-existent. Even if Gizenga 
were to be freed (the odds are 
against it) from his island prison 
it is improbable whether his follow¬ 
ing would be a mass one. His 
“Farti Solidaire Africaine” is as 
fragmented as the MNCL. 

The recent arrests and imprison¬ 
ment of trade unio'nicts in Leopold¬ 
ville did not leave a ripple in the 
African township. That Congolese 
trade unionists represent the inter¬ 
ests of no one but their pockets 
contains a good element of truth. 
But this has historic roots. Trade 
unions were creations of the colo¬ 
nial order and, in particular, the 
church and their comp'exion from 
birth has remained a high yellow. 
Also any mass demonstration would 
have been applauded with bullets. 




Yet the picture is incomplete. 
Given the dimensions of graft since 
independence disillusion is wide¬ 
spread amongst the masses and the 
terms “politics” and "politicians" 
have become synonymous with a 
contemptible breed of men. Between 
the leadhig politicians and the 
masses alienation is complete. 

The African township in Leo¬ 
poldville contains a potentially 
volatile mass of one million but is 
not homogeneous. It is stratified 
not only in income terms, but equ¬ 
ally on rigorous tribal lines. 
Superimposed on this is the glaring 
cultural division between the pre- 
independence urban groups and 
the post-independence illiterate and 
politically dormant migrants who 
now constitute the majority. This 
is not a proletariat, but a proletari- 
anized mass and cannot be the basis 
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of durable political power, as Luia* 
umba discovered toward the end of 
his life. 

If this mass were ever to become 
ideologically steeled and set in 
motion, mided by purposeful ob¬ 
jectives, Mobo:u’s bullets could 
not stop them. But such reorienta¬ 
tion would require a colossal 
amount of organization and there 
are no political activists or forces 
on the horizon capable of revolu¬ 
tionising the economic and social 
structure. The parliamentary dis¬ 
sidents in Brazza are negligible 
quantities. Moreover, the army is 
there to ensure that no political 
force ever attains such an objeedve. 

Parliament which was never an 
authentic opposition has been ice- 
boxed with the proclamation of the 
emergency, and the country is gov¬ 
erned by the fiat of the Binza tri¬ 
umvirate: Justice Minister Bom- 

boko; Ne'ndaka, boss of the secret 
police and the leader of one wing 
of Gizenga’s patty, and Interior 
Minister Maboti. General Mobotu 
is the formal head of the army and 
the army is the salient buttress of 
the triumvirate’s power. 

From their genesis party structures 
were built upon tribal foundations— 
a fatal weakness. Lumumba was 
the solo national leader able to 
transcend the tribal scourge, but he 
never possessed a viable political 
organization and, of course, he was 
axed before he began. 

Three years after independence 
the country continues to be govern¬ 
ed by the Loi Fondamentale that 
had been forged in Brussels at the 
round table discussions just prior 
to freedom. It matters, in fact, 
little if a Constitution does or does 
not exist — for in any case it 
would be flouted. Elections slated 
for next year are unlikely to occur 
on the grounds that they may be 
disruptive of the social peace, and 
elections in the present nature of 
things could not alter the effective 
balance of economic power both 
within the country as a whole and 
within the provinces. 

What we are tragically reliving 
in the Congo today, as in much of 
Black Africa, is the South Ameri¬ 
canisation of its social formations, 
and this precisely at a historic mo¬ 
ment when Latin America unmis- 
takeably reveals the symptoms of 
shedding its traditional skin 
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How Positive is Our Credit Policy? 

( Contributed ) 

j <1 statement in the Lok Sabha this Afonday, the Finance Munster, Shri T T Krishnamaefuut, 

said that It was the objective of the Reserve Bank’s credit policy to ensure credit for alt ’’legitimate pur- 


was not the Government’s intention, however, he added, to usher tn an era of cheap money poll' 
cy, JOT, m ’a country' tike India where capital is scarce, the accent of monetary and credit policy must neces¬ 
sarily be on realistic rates of mtereti which reflect adequately the real cost of capital to the economy”. 

Earlier, on October 11, the Finance Minister had in a broadcast promised a "positive credit policy^’ 
to accelerate mdustrial development and economic growth. 

How positive IS the Government’s credit policy 


JTOLLOWlNG the Finance Minis¬ 
ter’s October 11 statement,”^ the 
Reserve Bank of India replaced the 
three-tier system of lending rates 
with a two-tier one with effect from 
October 30, 1963. Banks may now 
obtain Reserve Bank accommoda¬ 
tion to the extent of 75 per cent 
of their statutory reserve at 4^ per 
cent per annum and a further 75 
per cent at 6 per cent. Accommo¬ 
dation over 15o per cent of their 
statutory reserve may be available 
to hanks, also at 6 per cent per 
annum, but only after negotiation 
between them and the Reserve Bank. 

After the high hopes raised by 
his broadcast, the Reserve Bank’s 
announcement came as a damper. 
The new measure was widely des¬ 
cribed as half-hearted and a case 
was made for total abolition of the 
“ outmoded ” multiple-tier system. 

During the first half of 1962 the 
consensus of opinion was in favour 
of raising the bank rate so as tiT^ 
bring it into line with market rates. 
But the drop in invesment activity 
following the declaration of the 
Emergency, however, brought about 
a complete change in the climate 
of opinion and the pendulum .swung 
to the other extreme. The need now 
was for cheap and liberal bonk cre¬ 
dit as an instrument for revivujg 
investment. 

Opposite Critlcisma 

The multiple-tier system of lend¬ 
ing rates has been subjected to two 
opposite criticisms On the one hand, 
it is argued that the svsteni has 
failed to achieve its objective of 
keeping the expansion of bank cre¬ 
dit under control. When the Re¬ 
serve Bank introduced the new sys¬ 
tem in October 1960 it was explain¬ 
ed that the aim was to secure ‘ an 
abatement of the pressure of mone* 


tary demand which has been a con¬ 
tributory factor to the rise in the 
commodity prices”. This criticism, 
howevei, can be rebutted by a re¬ 
ference to the statistics of credit ex¬ 
pansion. Between May 1960 and 
May 1963 bank credit increased by 
Rs 429 crores or at an average an¬ 
nual rate of 13 per cent. Consider¬ 
ing the rise in industrial produc. 
tioji during this period, this increase 
cannot he considered excessive 

On the other hand, it is argued 
that the tier system has put bjiik cre¬ 
dit in a strait jacket so tight that it 
has been responsible for the stagna¬ 
tion m investment. This criticlsiii 
has become more vooal since the 
money market turned very tight in 
the last busy season when the inter¬ 
bank call money rate remained 
perched at 6J per cent for quite 
some time. Most of tihe banks boi- 
rowed from the Reserve Bank at the 
penalty retes and in March, the 
' amount of such borrowings exceeded 
Rs 83 crores. Banks unloaded about 
Rs 120 crores of Government securi¬ 
ties to meet the credit demand as 
against Rs 25 crores during the 
previous busy season. Furlher, bank 
deposits from the public declined 
by Rs 10 crores between October 
1962 and March 1963 while they 
bad risen by Rs 106 crores during 
the corresponding jjeriod a year ago. 
These developments lend weight to 
the banks’ argument that the Re- 
serv'e Bank should have leen more 
libera] at that time, as the credit 
demand for legitimate purposes had 
increased steeply. In March 1963 
the Reserve Bank relented somewhat 
and announced that banks would 
be eligible for additional accom- 
modnion agaiim their advances to 
nnan*scale industries and against 
export bills discounted by them. 


This was in pursuance of the Govern¬ 
ment’s policy of encouraging small 
industries and promoting exports, 
but it could hardly be expected to 
o very far towards easing the 
anks’ liquidity position at the hei¬ 
ght of the busy season. 

Use of Bank Credit 

A case can be made out for more 
liberal credit hut the danger of 
such a policy in a situation of 
scarcity, where the chances of di¬ 
version of funds to speculative 
hoarding are very great, must be 
clearlv recognised. The Govern¬ 
ment’s pricing policy, among other 
factors, has already caused a diver¬ 
sion of investment into non-priority 
sectors. This has been admitted. 
Cheaper credit may aggravate this 
trend and thereby further frustrate 
Plan priorities. 

It has been pointed out by the 
proponents of liberal credit that in 
recent years the proportion of in¬ 
dustrial advances to the total bank 
advances has increased signifi'’antly 
at the expense of commercial ad¬ 
vances. According to a survey of 
bank advances bv the Reserve Bank, 
57.2 per cent of total bank advan¬ 
ces were to industries in March 
1963 as against 52.7 per cent in 
April 1961.' This is no doubt an 
encouraging sign, though it should 
be remembered that the Reserve 
Bank has recently taken upon it- 
self a sizeable share of the burden 
of agriciilttiral financing through 
its advances to cooperatives. To 
that extent, therefore, banks are in 
a position to increase their indus¬ 
trial advances. The change in the 
direction of bank credit h»s been 
advanced as an argument that any 
brake on its expansion will affect 
industrial production 
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Cut down your lubricants 
Cut out your paper-work 



Company aecoiWn can 
obtam a free copy of lUa 
booklet by wmini on their 
official letterhead to their 
neareH Calm Office. 


Help your Purchase Officer lo cJiminiie (he sucks of paper that 
collect in his office...the unnecessary flood of Purchase Orders 
When each department in a plant specifies a lubricant without 
rdbrenoe to the purchases of other departments, there it bound- 
to be duplication and watte. 

The Caliex “Stop Lon” programme can do away with this 
lubrication wasu...cM cut a great deal of Purchase Order 
paper-work. 

Caltex “Siop-Lou” is a complete plan for erganising lubrication 
on an efficient basis. There is no other programme like it. 

It will be worth your while to find out specifi¬ 
cally how Calux “Stop-Lou" can help to ease 
the proUems in your plant. 

Help your operation to greater profit With the 
Caltei “Stop-Loss" progranune. 
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i M^ect to be con- 

iidicrad. tke increming reliance •{ 
teittalriw W Varit advances as 
*§*1**^^ capital was strongly 

Criticised by tbe former Finance 
Miniatcr. So long as a reasonable 
loan-equity ratio is not established, 
increase in banks’ industrial advan¬ 
ces cannot ,be treated as an unmix- 
, ed blessing. If, instead of supple 
menting, bank advances supplant 
equity capital, industrial production 
will not rise with the increase in 
bank credit. 

Rale of Interest and Investment 

The criticism that by raising the 
cost of hank credit the Reserve 


The tier system is a compromise 
oetween quantitative and qualitative 
control, and has been adopted, m 
different forms, in many advanced 
countries. In Germany, for ex¬ 
ample, banks obtain central bank 
accommodation in two ways; 
through rediscounting bills at the 
bank rate up to a presenbed dis¬ 
counting quota and. beyond that 
limit, through advances at a rate 
higher than the bank rate. In some 
other countries the bank rate is 
■‘graded according to the Central 
Rank credit taken, so that an in¬ 
crease in the amount i* snbjeeted 
to discrimination*’ ^ 


element hi interest rate to test ' 
tntenidty of demand. Refore decid- 
mg to borrow at the higher rsUe 
banks would re-evaluate their ad¬ 
vances and judge more strictly the 
legitimacy of loan proposals so as 
to be able to present a plausible 
case to the Reserve Bank at the 
negotiation stage for advances 

above 150 per cefnt of statutory re¬ 
serves, should that stage come sub¬ 
sequently. The multiple-tier system 
thus allows die cost clement In 
interest rate some scope for opera¬ 
tion And if the growth in depo¬ 
sits which took place during the 
letter part of the last busy season 
is maintained, the increase in the 


Bank’s monetary policy has been 
responsible for the drop in invest 
ment activity grossly exaggerate- 
the importance of the rate of inte¬ 
rest as a determinant of investment 
It has now become a text-book 
maxim that the cost of bank credit 
has little effect on encouraging or 
depressing investment activity. "The 
data obtained from a iiumljcr of 
inquiries starting with that of the 
Oxford Economists Research Grou]) 
and ending with the Radcliffc Re¬ 
port point consistently to a low 
.sensitivity of investment to interest 
cost within the normal range of in 
terest rates . undoubtedly there 
is some rate of interest at which 
investment would be significantly 
curtailed but within the range of 
rates experienced in the, fifties it 
seems unlikely tliat private invest 
ment can he contracted hv more 
than 2 per cent”,^ 

In a largely protected economy, 
like ours, where profit expectation- 
rule high, dear money loses import¬ 
ance as a deterrent to investors 
“The importance of the interest rate 
becomes quite minor as compared 
with fiscal considerations In the 
case of borrowing indeed the saving 
of tax is actually more important 
than the question of how great a 
burden repayment will place on the 
borrower*’.® With high rates of in¬ 
come tax, the effect of interest rates 
on investment activity gets further 
weakened. In most of the advanced 
countries the emphasis has shifted, 
therefore, from trying to influence 
demand for credit by manipulating 
the bank rate to regulating credit 
from the supply end by operating 
on the liquidity of the banks. 


The pronounced searional charac¬ 
ter of bank credit in India makes 
credit control difficult. Further, the 
small sisre of the market foi Gov- 
eriiinerit securities limits the scope 
of open market operations, while 
the Reserve Bank has yet to gain 
suflicient experience in the u.se of 
vaitable reserve ratios against the 
background of wnde seasonal vaii- 
ations in credit demand. Prior to 
the introduction of die tier system, 
the Reserve Bank was operating 
through what may be called a 
“system of threats" — at the end 
of each busy season the Governor 
issued a warning that if a specified 
I eduction in credit supply was not 
achieved during the slack season, 
the Kesoive Bank would lighten up 
Its advances policy in the next hus\ 
-Cason The thrcml did work, but 
it was admittedly a crude system 
to opeiate 

INol Too Rigid 

Heavy reliance by banks on Re¬ 
serve Bank accommodation at the 
peak of the busy aeaaon is a nor¬ 
mal feature of banking in India 
Although bank.s say that their bor¬ 
rowings from the Reserve Bank are 
temporary, the loans persist until 
the pre.ssurr of the busy season 
eases. Under such circumstances, 
quantitative credit restriction 
through a system of variable ratio- 
is likely to prove to he too rigid 
and its impact on credit supply may 
be too severe. In this respect, bv 
holding out the possibility of Re¬ 
serve Bank accommodation even 
above 150 per cent of the banks’ 

statutory reserve, the two-tier sys¬ 
tem introduced in October makes 
for flexibility. Through its two 
slabs, the system allows the cost 


quantum of accommodation avail¬ 
able to the banks at each of the 
two rates will he quite substantial. 

The factors responsible for the 
slow down in investment are fairly 
well knowti and are mostly non¬ 
monetary in character. As long as 
effective steps are not taken to re¬ 
move these obstacles, more liberal 
bank advance.s through larger Re¬ 
serve Bank lending to banks will 
not bolster up investment. It is 
intereeting to note in this connec¬ 
tion that a recent survey of 34 com- 
anies showed that only two were 
andicapped by the stringency in 
the money market (7*^ Economi-c 
Times, November 11, 1963). 

The important point to note is 
that a “positive” credit policy 
must aim at more than ensuring 
easy availability of bank credit. 
In 8 planned economy like ours, it 
must go farther and ensure that 
bank advances conform to the ob¬ 
jectives and priorities of planning. 
It is here that the Reserve Bank’s 
tier-system proves to be inadequate. 

At present bank credit does not 
form an integral part of the Plan 
and IS largely left to be regulated 
according to demand and profitabi¬ 
lity Such a policy has its pitfalls. 
For one thing, bank credit is likely 
to go largely to the big borrowers, 
particularly during a credit squeeze. 
If statistics were published by the 
Reserve Bank of the break-down of 
bank credit according to the size 
of loan amounts, the exjtent to which 
the big borrower predominates in 
bank advances would be revealed. 
Banks cannot be blamed for this, 
since lending to big borrowers is 
generally more profitable, stable 
and safe. If adequate bank finance 
has not been available to srrtall- 
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Hcal« industries, to which the Plan 
attaches so much importance, the 
blame must be laid at the door of 
the Keserve Bank for its failure to 
give any positive direction to bank 
credit. 

A number of institutional agen¬ 
cies have been set up for financing 
small-scale industries, but the pro¬ 
blem IS too big for such agencies 
to tackle by themselves. Banks 
have to shoulder a gi eater respon¬ 
sibility 111 this respect than they 
have done hitherto. The Reserve 
Bank at pis'senl allows additional 
accommodalio'n, liut the amount is 
not likely to be very considerable 
What the Reserve Rank should do 
ia to make the additional accom¬ 
modation, which IS now available 
to banks for the asking, conditional 
on the fulfilment of certain targets 
of advances to small industries. 
Banks may be asked to channel a 
certain percentage of their advances 
to small-scale industries and addi¬ 
tional aceommodation should be 
made available to banks only if 
they fulfil this target 

The Reserve Bank could go even 
further and penali.se banks which 
fail to lend to small industries to 
the extent prescribed Tlie penalty 
may take the form of a reduction, 
by the amou’nt of the shortfall in 
advances to small industries, in the 
accommodation available to banks 
under the second-ticr of the Bank 
Rate. Similar measures could he 
adopted to clianucl bank advance- 
to export-oriented industries also 
In New Zealand, for insiant'e, since 
March this year, bunks have to 
place 1 .J per cent of their total de¬ 
posits with the Central Rank in a 
fund earmarked for financing ex¬ 
ports and meeting the long-term 
needs of industries. Some such 
arrangements may be ii.sefiilly adop¬ 
ted here. 

Bank Advances and Plan Priorities 

The reorientation of credit policy 
should not stop with this The Plan 
lays down a scale of priorities but 
■no effort has been made to make 
bank advances conform to these 
priorities. As far as the banks are 
concerned, at present they operate 
in a virtually plan less economy 
Greater pressure from the Reserve 
Bank on the banks to regulate their 
advances according to Plan priori¬ 
ties is, therefore, essential. But W 
iore that cati be done, the priorities 


have to be defined with much 
greater precision than the Plan¬ 
ning Commission. 

The Finance Minister has raised 
high hopes by talking of a “posi¬ 
tive” credit policy. But until he 
spells out the measures he has in 
mind, it will remain uncertain how 
far he will go. No doubt, the bill 
to amend the Banking Companies 
Act, now before Parliament, gives 
the Reserve Bank very wide powers 


rit s' 

to control banks. But aasomptiott 
of powers widiout a better appreci¬ 
ation of the purposes for which 
they are to be used, as well as 
readiness to use them for these 
purposes, will not go very far. 

Notea 

V Reserue Bank of India Bulletin, Octo¬ 
ber 1963. 

* Newlyn, “Theory of Money", p 154, 
Otto Veit, “Changes in Monetary Po¬ 
licy and Their Consequences''i p 54 

* Op cit p 51 
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India SteaiBthJp Co.. Ltd., hu 
a steady tacord of procrou... 
Since Indepeodea^ its ton* 
atge has increased from ateui 
85.000 D.W. tone to over 
200,000 D.W. tons—more toe* 
aege being still on order. 

Its services are ako extending 
to various trade routes. After 
loitial consolidation in the 
ladia-U.K.-Continent trade— 
the Company entered the 
Indo-Soviet service to the 
Russian Black Sea poru in 


1956 and later to Rumaniaa 
ports. In 1939 the Company 
forged still another link in the 
overseas with South America, 
and in 1960 it extended its 
service to Poland. 

Their experience end repuu- 
tion for fast, efficient and 
dependable service built on the 
personal care given by tbeii 
experienced o^ers and crew 
to the cargo entrusted to them, 
have eam^ them the goodwill 
of their euitomen. 
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Mid-Term Appraisal of Third Plan-Il 


'J'HE Plan targets of growth of 
national income or of agricul¬ 
tural and industrial production at^ 
the sum of individual programmes 
and projects and the failure to achi¬ 
eve the former reflects the slow 
progress of the latter. Even in agri¬ 
culture, where unfavourable weather 
has been blamed for the poor per¬ 
formance in the Plan’s first two 
years (Table 1), progress of the 
various programmes has been by no 
means satisfactory It will be seen 
from Table 2 that except in the 
case of minor irngation, the finan¬ 
cial outlays on them lag behind tar¬ 
gets. The lags, of cour.sc, lengthen 
when we turn to the physical 
achievements of the programmes 
(Table 3). 

Agricultural Programme* 

To additional urea expected to 
be benefited by irrigation, minor 
and medium and majoi, by the end 
of 196.3-64 comes to only 45 per 
cent of the target for 1965-66. The 
“ Appraisal ”, however, expect* the 
target of 12 8 millton acres for mi¬ 
nor and medium irrigation for 196.5- 
66 lo be achiesed and even exceeded 
by a million acres Hut in the case 
of major irrigation, whereas the 
target.s of additional potential and 
utilisation set in the Plan were 16.3 
million arres and 12 8 million acr*"- 
respectively, actual arhievs'ment in 
1965-66 ih not expected to exceed 
11.1 million acics of potential and 
10 million acres of utilisation, lea¬ 
ving shortfalls of 5 2 million acres 
and 2.8 million acres respectively. 
Utilisation of potential created by 
major irrigation works is exjiected 
to improve somewhat, as the follow¬ 
ing figures show : 



ipdted 

AntKipeitfd 

P!aii larpet 

Achifvement 

ArhievenienI 

bv lQfi't-fi4 

1 . ine,>v.f,s 


(Million 

acres, gross) 

Potential at 

oiitW*? 

29 47 

16.34 23 16 

Ulilisation 

22 77 

13 08 18 60 

Percentage 

utilisation 

77 

80 80 


The two mam reason.* for the 
shortfall in potential of major irri¬ 
gation works are, first, that the Plan 
targets were too optimistie and. se¬ 
cond, that there have been delays 
in completing projects owing to in¬ 
crease in their estimated cost, partly 


due to underestimation initially and 
partly due lo rise in the cost of 
materials and wages. Shortage of 
cement, steel, etc and lack of for¬ 
eign exchange for imports of ma¬ 
chinery and spare parts, it is slated, 
also had a “marginal effect” in cau- 
■sing shorlfalLs, In the case of minor 
and medium works, inadequate 
m'intenance has been responsible 
for considerable loss of irrigation. 

A major assumption in formula¬ 
ting the Third Plan targets of agri¬ 
cultural production was that the 
consumption of chemical fertilisers 
would be considerably stepped up. 
This assumption is not likely fo he 
realised because of shortfall in pro¬ 
duction of fertili.sers. Production of 
nitrogenous fertilisers is expected lo 
be onlv 500.000 Ions in 1965-66 as 
against the taigct of 800,000 tons 
and though imports are expected to 
incieasc from 1.56,000 Ions in 1961- 
62 to 3fK).000 Ions m 1964-65, the 
availabihtv of iiilrogimous fertilis¬ 
ers at the end of the Plan w'lll fall 
short of the Plan taigel Similar 
shortfalls are also expected in the 
availability of phospliatn and potas- 
SIC fertilisers. Considering that the 
Plan targets for oigann and green 


manures are also not likely to be 
(.“chieved, the total quantum of nu¬ 
trients available lo fcrtili.se the soil 
will fall considerably short of Plan 
expectafions. 

Improved seeds i nd better farm¬ 
ing implements are other major re¬ 
quisites for raising agricultural pro¬ 
ductivity. However, in the first three 
years not even one-third of the five 
year target for better seeds is likely 
to be achieved. And as for impro¬ 
ved agricultural implements, the 
‘‘ Appraisal ” frankly admits that 
“progress in the introduction of new 
implements and equipment has been 
generally slow”. The conclusion is 
inescapable, therefore, that whate- 
vei the lesponsibilitv of unfavour¬ 
able weather for the stagnation, and 
even fall, in agricultural production 
in the first two yeiirs, the implemen¬ 
tation of none of the major pro¬ 
gramme* for increasing agricultural 
pioduclion is pioceeding according 
to schedule lAid. if the targets of 
production for 1965-66 are condi¬ 
tional on the fulfilment of thew 
programmes, there are likely to he 
serious shortfall.* in agricultural 
production at the end of the Plan. 


Rice 

Wheal 

Cereals 

'Foodgrains 

Sugarcane (gurl 

Cotton 

Oilseed* 

.Juie 

Tobacco 

Tea 

Coffee 

Rubber 

Index Number* 
Foodgrains 
Non-foodgrains 
All Commodiiies 


Minor Irrigation 
Soil Clonservaiioii 
Cooperation 
Community Dev 


Total 


Table 1 > 

Agricultural Pmdiirtion 



Unil 

1960.61 

1961.62 

1962-63 

1965-66 




Plan Estimate 

XlOO tons 

33,658 

34.257 

31 512 

45,000 

'000 tons 

10.818 

11,849 

10,9.56 

15,000 

'nOO tons 

67 239 

68.310 

66.041 

83 000 

’000 tons 

79 691 

79,741 

77,507 

100,000 

’000 ton* 

10.447 

9.984 

9,228 

9 963 

’000 bales 

5 390 

4,512 

5.312 

7,065 

'000 ton's 

6,520 

6.848 

6.766 

9 820 

’OOO bales 

3 ore 

6 347 

5.367 

6,181 

'000 tons 

307 

342 

361 

325 

Million lbs 

708 

781 

759 

900 

'000 tons 

67 

45 

52 

80 

'000 Ions 

2.5 

26 

31 

45 


135 6 

137 5 

131.3 

171 


147 6 

148 9 

147 7 

166 


1396 

141 4 

136 8 

176 

Table 2 ; 

OiiiIh'v i>n ABrinittiiTf* 






(/{i Crores) 


Third Plan 

Total Outlay 

(2) .3'. Per 


Provision 

1961-62 lo 1 

963 64 Cent al (1) 


(1) 

(2) 


(3) 

on 

226 1 

98 

6 

43.7 

176 8 

124 

9 

70.6 


72 7 

33 

5 

46.0 


80.1 

41 

6 

51 9 

jment (Agn. 


51 

1 

40.8 

les) 

126 0 

Irrigation 

599.3 

293. 

,0 

46-8 

1281 0 

642 

7 

50.1 
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With the progressive implementation of 
their expansion programme, Tata Chemicals 
aim to produce ^0 tons of Soda Ash per day 
This very important product It bound 
up with our Country's industrial progress 
Not only is It a basic material for making 
Caustic Soda and other alkalies—which serve 
many industries—but the glass industry 
too depends on the use of dense Soda Ash. 
which Is also made in NIthapur. along 
with light Soda Ash 

As India's Five Year Plans raise our standard 
of living, Tata Chemicals make their 
contribution through comprehensive expan¬ 
sion. Yesterday’s planning results In 
today’s progress and in tomorrow’s chemicals 





TATA CHEMICALS LIMITED 


Samk«|r Sombay 
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M lor faiul 4 *afanp, it is true ^t 
ntptt of tbft Stale* have enacted 
It^U^on coveting the various as* 
jiects — abolition of intermediaries, 
tenancy reform, ceiling on land 
holdings and consolicLiiion of hold¬ 
ings — but the implementation of 
this legislation has been so ineffec¬ 
tive that i^iuch of the intended bene¬ 
fit has been lost. Legislation for 
ceiling on holdings, for instance, 
“lends to be defea ed because of in¬ 
adequate measures for preventing 
transfers of land”. Similarly, in 
regard to ensuring security of tenure 
for the tenant, it is admitted that 
^‘both administrrLtive and legislative 
action taken so far have fallen short 
of the recommendations in the Plan 
in several States”. 

During the past few years the 
primary emphasis in community 
development has been placed on 
agricultural development and it has 
been stressed that its success is to 
be judged by its practical effective¬ 
ness -cs an agricul ural extension 
agency and its ability to mobilise 
the largest possible local effort for 
increasing agricultur:! production. 
During the Third Plan so far the 
number of community development 
blocks has increased from 3,100 to 
5,183, thus covering almost the en¬ 
tire rurd area of the country, Of 
these, at the end of June 1963. 305 
blocks had completed 10 years of 
development, 1,452 had completed 
the first five-year stage and entered 
the second st-ge, 2,766 were still in 
the first stage, while in 659 only 
pre-extension works had been taken 
up. 

The central problem of agricul¬ 
tural extension is to evolve means 
of reaching both the village commu¬ 
nity and the individual farmer. As¬ 
sistance and incentives for the in¬ 
dividual fanner are of vital im¬ 
portance, but unless cultivators 
in each village can function as a 
group through the village pan- 
chayat and the village coopera¬ 
tive, only a small proportion of the 
farmers can be drawn into the agri¬ 
cultural effort. For this reason, 
much emphasis has been placed on 
the formulation of composite pro- 
duc’ion plans for the entire village. 
The “Appraisal” admits, however, 
that efforts to prepare and imple¬ 
ment such plans have not yet suc- 
Jpeeded in sufficient degree , thoug 
useful experience has been gamed. 


The inabiUty to mobifise the vU- 
l^e emnrauaity for devali^MBent 
work is refitected in the slow pro¬ 
gress of the programmes of rural 
works included m the Third Plan 
to tackle the problem of unemploy¬ 
ment and underemployment in the 
rural areas. The works intended, tv 
be taken up under the programme 
include minor irrigation, soil con¬ 
servation, afforestation, drainage, 
land reclamation, flood protection 
and road buildmg. In the execution 
of these works, an important role 
has been assigned to voluntary orga¬ 
nisations including labour coopera¬ 
tives, hut the “Appraisal” concedes 
that “the process of organising la¬ 
bour cooperatives is still in its early 
stages and, voluntary agencies have 
not yet taken up the execution of 
construction works in rural areas on 
any significant scale” 



Cooperatives 

The Third Plan has assigned a 
wide range of difficult and import¬ 
ant tasks to cooperative organisa¬ 
tions. The success with which the 
cooperatives have addressed them¬ 
selves to these tasks is difficult, if 
not impossible, to judge from the 
statistics of the growth of the num¬ 
ber of societies and their member¬ 
ship or of the extension of their 
operations given in the “Appraisal”. 
For instance, the growth of the total 
volume of short and medium-term 
credit from Rs 203 crores in 1960- 
61 to Rs 267 crores in 1962-63 (as 
against the target of Rs 530 crores 
for 1965-66) cloaks the fact that 
three-fourths of this amount is ac¬ 
counted for by six .States only, 
namely, Maharashtra, U P, Madras, 
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Otijartli, Andhni and l^unjab. m 
the muahting States, *‘despit» ^ 
creased coverage in termj o) tdliagia 
and popaktion, the overall inipaet 
of the cooperative moment is stfU 
relatively small” (italics add^. 
Similarly, while the quantum of co» 
operative credit has increased, 
little success has been achieved in 
linking credit with marketing and 
with production programmes, to 
which the Plan attaches great im¬ 
portance. And compared to short¬ 
term credit, the progress of medium 
and long-term credit has been far 
less impressive. Long-term credit 
(loans outstanding) rose to Rs 60 
crores in 1962-63 from Ks 38 crores 
in 1960-61 as against the Plan tar¬ 
get of Rs 150 crores in 1965-66. 

The Third Plan envisaged the 
setting up of 544 new primary tnar 
keting societies, of which 210 were 
set up during the first two years, fn 
1961-62 agricultural produce of the 
value of Rs 180 crores was maiko- 
ted through cooperatives which are 
being increasingly associated with 
price support operations for agri¬ 
cultural commodities. About three- 
fourths of the total distribution of 
ferlihsers is also being done through 
the cooperatives. In the field of 
processing, the cooperative sugar 
factories, which accounted for 
about 22 per cent of the total out¬ 
put of sugar in the country, are the 
most successful. But processing of 
agricultural products other than 
sugarcane has made comparatively 
less progress. 

The Third Plan, for the first time, 
foimutated a detailed programme 
for the development of cooperative 


Table 3 ; Aarieultural Programmes 


Unit 


Irrigation (Additional area benefitted) 


and Medium 


Major 
Minor 
Soil Conservation 
Dry Farming 
Improved Seeds 
Consumption of Chemical 
Nitrogenous 
Phosphatic 
Potassic 

Organ''- *nd r.wn Manuring 
Uthan Compost 
Rural Compost 
Green Manuring 
Plant Protection _ 


Million acres 
M’llion acres 
Million acres 
Million acres 
Million acres 
Fertil lers 
’000 tom (N) 
'000 tons (P,0.) 
’000 tons (K-O') 


Million tons 
Million tons 
Million acres 
Million acres 


H- 

Jl 


( 1 ) 
12 8 
12B 
II 0 
22 0 
203 

SOO 

330 

175 

2.6 

84 

306 

34 




S.B 

Si'S 


z 


( 2 ) 

4.5 

69 

4.4 

10,4 

46 

250 

90 

75 

1 2 
43 
123 
6 


(3) 

35 2 
53 9 
40.0 

47.3 
3},1 

314 

27.3 
42.9 

462 

91.2 

40.2 
17.6 
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farming. It provides for the orgaoi- 
•ation of 31U pilot projects, one in 
each district of the country, corapri* 
sing in all 3,180 cooperative farm* 
ing societies, and for the support 
and encouragement of cooperative 
farming societies which come up 
volun arily through local initiative. 
In the first two years 160 pilot pro¬ 
jects, covering 994 cooperative 
farming societies with a to al area 
of 121,000 acres and a membership 
of 19,800 were formed. In addi¬ 
tion, it is significant to note, 949 
cooperative farming socielies came 
up outside the project areas with a 
membership of 19,462 and an area 
of 121,000 acres. As in the case of 
credit cooperatives, the progress of 
coopera'.ive farming has been uneven 
over the country. In Maharashtra, 
U P, Punjab, Madhya Pradesh, 
Rajasthan and Kerala, it has been 
encouraging, but elsewhere “ co¬ 
operative farming is still in its early 
beginnings ”, 

Power 

The “Appraisal” anticipates a 
small shortfall in the target of 
power generating capacity, but due 
to a marked improvement in the 
utilisation of capacity the target for 
power generation is expected to 
be fulfilled and even exceeded • 



Plan 

Target 

1963-64 

Estimate 

Likely 

,\chieven 

1965-66 

Installed Capacity 




(Mn kW) 

12.70 

7 75 

12 50 

Power Ceaerated 




(B'llion kW hrs) 

45 0 

29.8 

— 


At the same tune, it is expiected 
that owing to delays in the expan¬ 
sion of industries such as fertilisers, 
aluminium, steel, etc, there will be 
a shortfall of about 1 million kW 
in the demand for power in the last 
year of the Plan as compared with 
original estimates. As a result, with 
the exception of a few States, such 
as Andhra, Gujarat, Punjab, Raja¬ 
sthan and U P, the power supply 
position in the rest of the country 
is expected to be satisfactory by the 
end of the Plan. The shortage in 
these States is expected to be met 
through inter-State links among 
neighbouring States. 

The cost of the power programme 
in the public sector was estimated 
at Rs 1,039 crores, of which Rs 
569 crores or roughly 54 per cent 
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is expected to be ^nt in the £nt 
three years. Meanwhile, the costs 
of some of the schemes, such as the 
^aravathy, Talcfaer and Rana Pra- 
tap Sagar projects, have gone up 
considerably over Plan estimates 
and, besides, some new projects have 
also been taken up for execution in 
the Third Plan. As a result the 
outlay on power will need to be in¬ 
creased by Rs 91 crores over the 
Plan estimate. 

An important lesson of the acute 
and widespread power shortage in 
the last years of the Second Plan 
and the first two years of the Third 
is the need to plan power develop¬ 
ment well in advance of anticipat¬ 
ed increase in demand. It is esti¬ 
mated that generating capacity will 
have to be expanded on average by 
about 2 million kW in each year 
of the next Plan. Keeping this in 
view, advance action on a number 
of Fourth Plan schemes has been 
initiated. By September 1963 
.schemes with a total capacity of 0.7 
million kW had been accepted foi 
such action. 

The Third Plan envisaged an out¬ 
lay of Rs 264 crores on village and 
small industries. Of this, about Rs 
126 crores, or 48 per cent, are ex¬ 
pected to be spent in the first three 
years. Except on khadi and village 
industries, on which 56 per cent of 
the targetted outlay is expected to 
be incurred, the progress of expen¬ 
diture on the other programmes has 
lagged behind. Even on small scale 
industrieis, apropos which the “Ap¬ 
praisal” claims “an impressive 
growth of a variety of engineering 
and non-engineering small scale in¬ 
dustries over the last few years”, 
only 43 per cent of (he outlay has 
been incurred in the first three 
years. It needs to be said, however, 
that the Government programme 
for village and small industries con. 
sists mostly of financial, technical 
and other assistance, and, therefore, 
the progress of Government expen¬ 
diture need not necssarily reflect 
the growth of the industries. 

The principal justification for the 
large investment on village and 
small industries is their high em¬ 
ployment potential. The Plan esti¬ 
mated that they will provide whole¬ 
time employment to some 9 lakh 
persons and part-time employment 
to about 8 million persons. Com¬ 
pared with these targets, it is esti¬ 
mated that during the two years 


1961*63, additional whole-tinte cm* 
ployment was created for about 2.5 
lakh persons and part-time employ¬ 
ment for about 6 lakh persons. The 
relatively slower expansion of part- 
time employment seems to point to 
slow progress of the khadi pro¬ 
gramme which is expected to pro¬ 
vide mostly part-time employment. 

Industrial PrOKranune 

The Plan estimated that the pro¬ 
gramme for industries and minerals 
in the public sector would require 
an investment of Rs 1,800 crores. 
Against this, the financial provision 
made in the Plan, was Rs 1,520 
crores, or about Rs 300 crores less 
than the requirement. The revised 
estimate of the investment require¬ 
ment of the public sector industries 
and minerals programme is Rs 2,292 
crores, or Rs 484 crores more than 
the Plan estimate. The actual out¬ 
lay is also expected to exceed the 
Plan estimate, but only by Rs 234 
rrores, so that the spill-over into 
the Fourth Plan is now expected to 
be Rs 538 crores as against Rs 300 
crores estimated iii the Plan. 

The “Appraisal” explains the 
substantial increase in the estimate 
of the investment requirement of 
the industrial programme thus : 
“When the Third Plan was prepar¬ 
ed, estimates of the cost of certain 
projects had not been made and 
such preliminary indication of costa 
as could be had was taken in¬ 
to account. Estimates of costs have 
now been made on receipt of more 
detailed information on the basis of 
project reports. There has also been 
a general increase in construct'on 
costs. Moreover in some cases the 
scope of the projects was enlarg¬ 
ed-” 

Of the revised estimate of outlay 
of Rs 1,150 crores on industries by 
the Centre over the five-year period, 
the outlay in the first three is esti¬ 
mated at Rs 556 crores, or about 
48 per cent. Thus more than half 
the investment remains to he made 
in the last two years. 

The major shortfalls expected in 
the Plan targets of production are 
given in Table 4. Even the brief 
review contained in the “Appraisal” 
is sufficient to indicate that fau’ty 
and Incomplete planning of projects 
and delays in implementation, ra¬ 
ther than shortage of foreign ex¬ 
change, were the principal causes 
of the slow progress of a number 
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ei viul public sector projects. It is 
admitted that *‘tbe progress of pro* 
jects could be spewed up if ade¬ 
quate care is taken initially to plan 
the project in sufficient detail, to 
define its scope (and adhere to it), 
to estimate the cost and foreign ex¬ 
change requirements with sufficient 
degree of precision and to lay down 
realistic schedules of implementa¬ 
tion. The lack of adequate prepara¬ 
tory planning has largely contri¬ 
buted to the delay m the imple¬ 
mentation of certain projects in the 
public sector for which even foreign 
exchange credit was available. In 
order that planning of projects is 
done in sufficient detail, it appears 
tsccessary to set up appropriate 
planning units in the Ministries and 
design and technical organisations 
in major public sector undertak¬ 
ings.” 

As for the private sector, in ag¬ 
gregative financial terms investment 
in industry has probably kept pace 
with Plan expectations. But pro¬ 
gress in such crucial sectors as steel 
castings and forgings, special steels, 
aluminium, machine tools, cement 
and fertilisers is far from satisfac¬ 
tory High priority projects have 
faced difficulties in arranging foreign 
collaboration and even m raising 
funds locally, while relatively low 
priority projects have sailed through 
fairly smoothly — as in the Second 
Plan. 

The overall position in respect of 
the industrial programitie, both 
publio and private, at the end of 
the Third Plan is anticipated in 
the “Appraisal” to be as follows; 
“The targets in several industries 
would be fulfilled or at any rate 
considerable advance made . 
There will, however, be shortfalls 
in certain crucial sectors. As a re¬ 
sult the full benefits from the pro¬ 
grammes envisaged in the Third 
Plan would be available only after 
a year or two and the Fourth Plan 
will start at a comparatively lower 
base than originally envisaged” 

Minerals and Oil 

As noted above, the estimate of 
the investment required to carry 
through the public sector programme 
for minerals and oil has been re¬ 
vised upwards from Rs 478 croies 
as given in the Plan to Rs 662 
crores. Of this, actual expetiditure 
during the five years is expected 
to be only Rs 529 crores, leaving 


a spill-over of Rs 133 cto rsa into 
the Fourth Plan. Of the ontic'pated 
outlay in the Third Plan, only Rs 
193 crores. or about 37 per cePt, 
are expected to be spent in the first 
three years. 

Investment in oil explorat'on and 
production in particular has lagged 
behind expectations and it is esti¬ 
mated that as against Rs 202 crores, 
which 18 the revised estimate of the 
tost of the programme included in 
the Plan, only Rs 147 crores will 
be sjient in the five years. Inevit¬ 
ably, therefore, “a substantial part 
of the enlared physical programme 
will be left to be completed in the 
Fourth Plan”. Refining capacity is 
expected to reach 17 9 million tons 
by the end of the Plan, with the 


expansion of the three public Me* 
tor Refineries by 2.55 million tons 
and the establishment of the new 
refinery at Clochin with a capacity 
of another 2.55 million tons. How¬ 
ever, full capacity production at the 
public sector refineries is not ex¬ 
pected till the first year of the 
Fourth Plan and may not, in fact, 
materialise even then. 

A shortfall of about 9 million 
tons is expected in the production 
target for coal. This is entirely the 
result of the inability of the Na¬ 
tional Coal Development Corpora¬ 
tion and the Singareni collieries, 
both in the public sector, to fulfill, 
their targets. The sector-wise pro¬ 
duction of coal i.s shown in the next 
page. 


Table 4 : Major Shortfalls in Industrial Programme 



Unit 

Plan Target 
1965-66 

1963-64 

Anticipated 


Iron and Steel 





Steel Ingots 

Mi'lion tons 

92 

57 

7.8 

S^leAblp Steel 

Million tons 

6.8 

4.3 

58 

Pig Iron for Sale 

M'’hon tons 

I 5 

1.1 

1 2 

A'lov Tool and Stainless Steel 

’000 tons 

200 

... 

50 

Aluminium 

’000 tons 

80 

50 

68 

f'onn"r 

’000 tons 

20 

95 

17.4 

Cast Iron Pipes 

’000 tons 

800 

250 

550 

Steel Wire Ropes 

000 tons 

40 

10 

25 

Catlings and Forgings 





Steel Castings 

'000 tons 

200 

50 

150 

Sit'd Fnrgmg<j 

’000 tons 

200 

58 

150 

Machine Tools 

Rs rrores 

30 

14 5 

25 

Bo lers 

Rs crores 

25 

5 

12 

Automobiles 





Pabsenger Cnrq 

’000 Nos 

30 

21 

25 

Commercial Vehicles 

’000 Nos 

60 

27 

S4 

Motor Cycles and Scooters 

’000 Nos 

50 

30 

43 

Buyclen 

Million Nos 

2 

1.2 

1.6 

Sewing Machines 

’000 Nos 

700 

400 

600 

Coaled Abrisives 

’000 reams 

400 

200 

300 

Orinditig Wheels 

’000 tons 

5.4 

28 

40 

Clocks 

’000 Nos 

200 

70 

80 

Tme-piccea 

’000 Nos 

1 200 

140 

500 

Welches 

’000 Nos 

1 200 

50 

400 

Winding Wires 

’000 tons 

24 

8 

12 

Dry Ballenes 

MiOion Nos 

3'iO 

260 

25 

Storage Batteries 

’000 Nos 

800 

600 

750 

Radio Receivers 

’000 Nos 

800 

400 

650 

Fertilisers 





Nitrogenous 

’000 tons fNJ 

pno 

240 

500 

Phosphate 

’000 tons (P,0,) 

400 

111.5 

200 

He.ivv Chemicats 





Sulphuric Acid 

'000 Ions 

1,500 

539 

1,250 

Soda Ash 

'000 tons 

450 

284 

350 

PlaMics 

’OOn tons 

74 

24 

69 5 

Paints and Varnishes 

’000 tons 

140 

72 

100 

Bicycle Tvres 

Million tons 

30 9 

14 

18 

Paper and Paperboard 

*000 tons 

700 

425 

580 

Newsprint 

'IMXJ ions 

120 

27 

25 

Cement 

M’lhon tons 

13 

98 

120 

Refraclonet 

Million tona 

1 5 

09 

1.1 

Cotton Yam 

M llion lbs 

2 250 

2 000 

2 175 

Colton Cloth 

Million vards 

5,800 

5,200 

5,550 

Rayon Filament 

Million Ibe 

140 

75 

110 

Rayon Grade Pulp 

'000 tons 

90 

20 

53 
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Pbu 1963-64 
Target Antici- 
poled 

{MiUion tons) 

I^ely 

Achieve¬ 

ment 

195666 

N C D C 

31 0 

11.48 

24.04 

Singareni 

6.1 

3.56 

4.10 

Private sector 

61.5 

54.0 

61 74 

Total 

98.6 

69.04 

89 88 



Truuporl and G>inniunicationa 

Against a financial provision of 
Rs 1,4R6 crores for transport and 
communications in the Third Plan, 
the cost of approved programmes 
was estimated at Rs 1,630. The cost 
of the programmes has since been 
revised upwards to Rs 2,070 and 
actual outlay is now expected to be 
Rs 1,965 crores over the five years. 
Of this, Rs 1,050 are expected to 
spent in the first three years. Esti¬ 
mates of cost and outlays for the 
different programmes under trans¬ 
port and communications are shown 
in Table 5. TTie cost of the trans¬ 
port programme has increased from 
Ra 1,475 crores to Rs 1,907 crores 
and that of the communications pro¬ 
gramme from Rs 154 crores to Rs 
163 crores. 

The development programme for 
the railways in the Plan was drawli 
up on the basis of an estimated 245 
million tons of originating traffic in 
1965-66. Subsequently it was re¬ 
vised to provide rail capacity to 
carry 260 million tons. However, 
owing to the shortfalls likely in the 
production of steel, coal, cement, 
etc, originating traffic in the last 
year of the Plan is now estimated at 
241 million tons. It is proposed 
nevertheless to carry through the ex¬ 
panded programme, so that trans¬ 
port capacity will be a liule ahead 
of demand at the beginning of the 
Fourth Plan. Expenditure on rail¬ 
ways during the first three years is 
expected to be Rs 867 crores or 
about 68 per cent of the Plan 
provision. 

The Plan provided for an outlay 
of Rs 272 crores on roads, Rs 222 
crores by the States and Rs 50 cro¬ 
res by the Centre. The estimate of 
the cost of the Stales’ programme 
has been revised to Rs 241 crores 
and that oljAe Centre’s programme 
to Rs 175 crores. The large in¬ 
crease rf Rs 125 crores in the Cen¬ 
tre's pr^jfamme is partly accounted 
for by tchemes connected with the 
Emergency which are expected to 
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cast Bn 1^ amt*. on 

roads during the first tttree ynrs it 
estimated nt Ks 220 crores Ri 
142 crores by the States and Rs 
crores by the Centre. The pace of 
progtess of road transport was af¬ 
fected by difficulties in obtaining 
commercial vehicles. Over the five 
years the number of commercial 
vehicles was expected to increase by 
165,000. This target may not be 
reached. 

In shipping, the Plan provided 
for a gross addition to tonnage of 
375,000 CRT and, allowing for re¬ 
placements, for a net addition of 




waUahttity of on Maief 
terras antid^ted, tidpt 
gating 6.07 lakh CRT have aliei^ 
been obtained or ordered. The Plan 
tar^t of raising the Capacity of die 
major ports fi^ 37 miUion tons 
as at the end of the Second Plui 
to 49 million tons by 1965-66 ia 
expected to be realised. 

The progress of the more import¬ 
ant programmes in education, health, 
housing and welfare of backward 
classes, is indicated in Table 6, 
along with the Plan targets and die 
likely achievements by 1965-66, 


Table 5 > Transport and Communicatlona 

{Rs Crores) 


Est-maled Cost 


Outlay 


Plan 

Estimate 

Revised 

Estimate 

Plan 

Provision 

Anticipated Anticipated 
1961-64 1961-66 

Transport 1,475 5 

Railways 940 0 

Roads 324 1 

Road Transport 26 0 

Shipping 57.6 

Inland Water Transport 7.5 

Ports 105.1 

Lighthouses, etc 

Tourtsm 7 7 

Other Transport 1.5 

Communications 154.4 

Total 1,629 9 

1,907 1 
1,196 0 
478 0 
27.0 
57 6 
87 
131 8 
6.0 

7 7 

1 5 
163.2 

2,070 3 

1,3150 
890 0 
272 0 
25 0 
5fi8 
5.5 
86 5 
60 

7 7 

1 1 
135.0 

1,486 0 

964 3 
6541 
2200 
14,7 
190 
2.8 
48 1 
32 
22 
02 
87 9 

1,032 2 

1,8150 

1,196.0 

4163 

23.2 

51.0 

65 

1106 

60 

48 

06 

149.0 

1,964 0 

Table 6 s Education, Health, Housing and Welfare of Backward Classes 


Unit 

c 

be 

bs 

rt 

H 

c 

c« 

Q. 

s 

y B 

V V 

X ^ A 
U3<2 

H 

o 

i 

Education 

I General Education: Students in Schools 
(a) Classes I-V lakhs 

496 2 

452 1 

5197 

(b) Classes VI-VIII 

lakhs 

101 7 

92 2 

109 3 

(c) Classes IX-XI 

Ukhs 

45.6 

44.2 

52.6 

2. Technical Education 

(a) Degree Courses 

(Annual Admission) 

Nos 

19,137 

20,430 

23.130 

(b) Diploma Courses 

(Annual Admission) 

No^ 

37,390 

36,320 

47.546 

Health 

1. Institutions 

(a) Hospital beds 

’000 Nos 

240 1 

214 0 

240.1 

(b) Primary Health Un'ts 

Nq8 

5,000 

3 900 

5,000 

(c) Family Planning Centres 

Nos 

8,200 

4.500 

8.200 

2 Personnel 

(a) Medical Colleges 

(Intake) 

Not 

8 000 

9,219 

11,500 

(h) Doctors 

’000 Nos 

81 0 

80 0 

85 0 

(e) Nurses 

’000 Nos 

45.0 

35.2 

45.0 

Housing 

1 Subsidised Industnal 

Hous'ng 

Nos 

73 000 

31.700 

66 300 

2 Low-Income Hous'ng 

Nos 

75 000 

29 000 

59 000 

3. S'lim Clearance Scheme 

Nos 

100,000 

45 600 

88.100 

4. Village Housing Projects 

Nos 

125,000 

16,500 

66.500 

Welfare of Backward Classes 

1. TnbaPUeveloDmeni B'oeks 

Nos 

450 

224 

450 

2. Post Matric Scholarships 

Nos 

330,000 

173,604 

313,000 
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The Assoeiated Cemetii Companies Limited 

Statement of the Chairman^ Shri Dharamsey M Khatau 


the following is a summary of 
the statement issued tp share¬ 
holders by Shri Dharamsey M, Kha¬ 
tau, Chairman, The Associated Ce 
ment Companies Limited, on the 
Company’s working for the year end¬ 
ed Slat luly 1963 <The AnViiial 
'General Meeting of the Compai.iv 
will be held on Fndav, ' the 17ih 
January 1964 at 4 pm at Fatkar 
Hall of S.N.D.T Women's llnivei 
sity, 1, Nath'bai Thackersey Road. 
Off Queen’s Road, Fort. Bombay 

Tlie world received with a sens< 
of great shock and bewildeiment the 
news of the assassination of Presi¬ 
dent John F. Kennedy We in India 
have lost a sincere and good friend 
and the world will be infinitely 
poorer for the absence of this great 
statesman of high purpose And in 
Maharashtra, with the passing of 
Mr. M. S. Kannarnwai, the Chief 
Minister, we have lost an able ad 
ministrator who had endeared him¬ 
self to the peop'e hy Ill's simplii ity. 
integrity and fairmindedness. These 
tragic losses, from fur and near, will 
undoubtedly have their repercussions 
on all of us. 

Though we opeiatcd undei u fai 
less tense atmosphere politically 
than in the previous year, the stale 
of emergency caused by the Chinese 
aggression still continues Govern¬ 
ment is naturally anxious to find 
additional funds to meet the great 
task of deft’tiding the country against 
all eventualities. Extra fiiianciul 
burdens have had to be borne hy 
all. These levies, coupled w'th i''-ing 
cost of production, have had a 
marked effect on the Company’s 
working. It is hoped that iii the 
coming year the indications given 
by the Finance Minister of review 
ing fiscal policies would result in 
greater confidence and lead to in- 
creaged industrial activity and pro¬ 
duction. The Directors' report lia>- 
drawn attention to these and other 
difficulties that have affected the 
Company’s operational resiihs dm nip 
the year, despite increased produc¬ 
tion and sales. Once again it has 
become necessary to diaw frorn re¬ 
serves to pav a reasonable diVid 

end. 


Rim in CmIh 

Iheie lias been a'steady use in 
the cost of production despite con¬ 
tinuous efforts to hold it in check 
by improvements and innovation-- 
In two ybsTs railway freight rale-- 
have gone up by some 15 per cent 
and coal prices In 12 5 pei i -nl. 
The prices of consumable vtores and 
spares have soared up by about 15 
per cent. And the .spiral has been 
urged upward by increased royalty 
rates, higher contributions to Gov- 
errimenl Provident Fund and State 
Health Insurance etc Other import¬ 
ant factors responsible for nsiiip 
costs aie the steady deterioration m 
the quality of coal available, the 
imposition of powei cuts and re« 
trictions on supply fioin elecliiritv 
grids. 

CemenI Pnee« 

Since the retention price of IG 
69..50 jier tonne for the Company's 
cement was fixed on l«t November 
1961, there have been substantial 
increases in the cost of production 
— due directly to Government ac¬ 
tion The Industry made repeated 
representations to Government to 
afford necessary relief, and it was 
only on 1st June 196.1 i.e after 19 
months that Covernment granted 
an intlease of Rs 2 75 pei tonne, 
hut there was a simultaneous cut 
in the selling agents’ commission, 
thus the net increase to the Com¬ 
pany was only Rs 2.50 pei tonne 
Tins belated but welcome increase 
was, however, inadequate to cover 
till' very heavy loss m returns 
amounting to over a crore of rupees 
already incurred by the Company 
Costs have further increased since 
Jum- 1965 on account of factors 
beyond the Industry’s control, and 
I would urge that Government 
slioiild at the earliest opportunity 
examine these increases and afford 
auii'k relief to the Industry in or¬ 
der to help it plav its due pait in 
the national development 

Industrial Policy 

While on the subject of cement 
prices and Government’s pricing 
jiolicv, I would like biiefly to refer 
to the World Bank Mission’.s obser¬ 
vations on Indian Economy, and 


the pricing and price contrerf policy 
of the Government. The Mission’s 
cvpmion apjiears to be that : 
i low prices will tend to discou¬ 
rage production, reduce the m- 
eentive to invest in expansion 
and will encourage the wasteful 
use of resources; 

11 the policy of controlling prices 
in key-industries has diverted ca¬ 
pital from priority sectors—the 
very sectors where the need for 
expansion is greatest ! 

111 . the cost plus formula, the nor¬ 
mal basis for price fixation, is 
singularly unconducive to effici¬ 
ency and that 

iv lliere is a growing recognition in 
India that prices fixed for basic 
commodities such as coal, iron 
and steel, and cement are far 
loo low. 

We ourselves have had occasions 
tr express similar views re-garding 
Government’s programmes and poli¬ 
cies The various Chambers of Com- 
inercc have already brought thesv- 
observations to the notice of Gov¬ 
ernment, The Cement Industry 
strongly urges (Jovernment to give 
due weight to these aspects of the 
-Mission's report and to allow a 
satisfactory pride, whiidi will enable 
It to pay a satisfactory dividend, 
and also have something left over 
to plough back into the business. 
This is essential for the expansion 
of this vital basic industry. 

Development and 
Kehabilitatlon Allowance 

1 would also like to refer to the 
ruTiibcrsornc procedure by which 
the Company is fir.st required to 
deposit the net rehabilitation allo¬ 
wance after paying tax. in a sepa- 
latp account to be j'ointly operated 
by the Government of India and 
the Company. Rehabilitation expen¬ 
ses can be released frorn this ac¬ 
count only on the strength of au¬ 
dited certificates of actual expendi¬ 
ture incurred on development and 
rehabilitation of plant and machi¬ 
nery. Even then, certain items of 
legitimate expenditure Incurred such 
as on crane gantries, power houses, 
railway sidings, buildings for flota- 
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tiofn plant etc., essential lor eSci< 
ent wodcing and maintenance of 
the cement plant, are treated as in* 
admissible by Government. There 
does not seem to be any justifica¬ 
tion for this and we hope that Gov¬ 
ernment policy and procedure will 
be suitably modified. 

Coal and Parkina Material 

The position regarding coal sup¬ 
plies quantity-wise, has eased con¬ 
siderably following the steady im¬ 
provement in transport Unfortu¬ 
nately. the quality continues to be 
a matter of serious concern, because 
this affects, very markedly, both the 
quantity and the quality of clinker 
produced, disproportionately in¬ 
creasing the cost of cement produc¬ 
tion. The quality of Indian coal of 
all grades has deteriorated over the 
last few years while its price has 
steadily risen. Government’s action 
in encouraging the conversion of 
cement factories located in South 
India and Gujarat to oil-firing at 
a subsidised cost consequently comes 
as a welcome relief The factory 
at Dwarka has been converted to 
dl, and the Madukkarai factory 
will follow suit shortly. In due 
course, the Knstna and Sevalia fac¬ 
tories and the new factory at Pot- 
bandar, will also use oil instead of 
coal in their kilns, 

So far as packing materials are 
concerned, we suflored heavily from 
Government’s insistence on fixing 
the packing charges for cement on 
the basis of a 50:50 use of new 
and second-hand bags. The frenzi¬ 
ed attempts of many companies to 
secure second-hand bags in as large 
numbers as possible served only to 
create an artificial demand which 
shot up prices of second-hand bags 
to a level far above the permitted 
packing charges. The Industry as a 
whole represented to Government 
the impracticability of such norms 
for the fixation of packing charges 
Government revised the packing 
ratio of old to new bags from 1:1 
to 1:2 from August 1963. Even 
this ratio is high, and efforts will 
have to be made by the Industry 
to persuade Government to fix the 
ratio at the more rational level of 
1:3 


bonne schraie ier fba Ceeidtt Itt- r 
dustry must be welcomed. ^wIk' " 
dte scheme, a manufisetnrer wifi 
paid a small bonus for every tonne 
of extra producdqn during the ca¬ 
lendar year 1963 which is in ex¬ 
cess of the best performance achiev¬ 
ed by any unit during any of the 
years 1960, 1961 and 1962. This 
will of course mean bettering the 
best performance of the previous 
three years, and is, therefore, an 
excellent challenge to the Industry. 

Expansion, RefaaUlitaiion 
and Diversificatton 

The Company’s progranune of 
expansion and modernisation has 
been progressing as well as it could 
under the prevailing circumstances. 
The first unit of our new Jamul 
Works, which will manufacture 
“Slag" cement by utilizing granula¬ 
ted slag from the Bhilai steel plant, 
IS expected to go into production by 
the end of 19M. The construction 
of the new “dry process” plant at 
Porbandar is also making progress. 
The production of special cements 
such as Silvicrete, slag cement, oil 
well eeinent, hydrophobic cement, 
etc, was stepped up and the manu¬ 
facture of other ACC products — 
FIREBRICKS/ACCOCID, ACCO- 
SET-50 and ACCOPROOF — also 
made steady progress. The machine 
and fabrication shops of the New 
Engineering Works at Shahabad 
went into production in the Third 
quarter of 1963. Efforts are being 
made to enlarge the scope of the 
engineering activity at Shahabad in 
technical collaboration with Messrs. 
Hitachi Ltd., of Japan. The ACC 
Technical Training Institute at Ky- 
inore, started in 1957, is being en¬ 
larged to double the annual intake 
of apprentices. In course of time 
It will turn out skilled craftsmen to 
meet all our needs. 

ACC’s Central Research Slatim 

Construction work on our Cent¬ 
ral Research Station at Tbana is 
progressing satisfactorily. This sta¬ 
tion, the first of its kind in India, 
will devote itself primarily to tech¬ 
nological and applied research on 
cement and concrete and other pro¬ 
ducts manufactured by the Compa- 


hok made pnigTese. The woilciii|g tOl 
31st Mmto 1963 has shown # h>ks 
ef Rs 92 lakhs of which, as mn<h 
as Rs 72 lakhs is on aocouat of 
unrecouped depreciation. This is in¬ 
stable rinc^ in a hoavv capilah 
intensive project, the attainment 
a satisfactory level of output is a 
time-consuming process, which may 
take about 3 years. To provide the 
Company with certain balancii^ 
equipment to meet the demand for 
machinery, AVB has decided on a 
further expansion of their project 

Lahour-Bfanagement Relations 

Labour-Management relations at 
the Works and Collieries continued 
to be cordial except at the Nowro- 
zabad Colliery, where, owing to the 
misguided attitude of the labour 
union, it wag not possible to ope¬ 
rate the Coal Washcry well for 
some considerable time. In August- 
September of the current financial 
year, there was an unjustified and 
illegal strike at our Kymorc Works 
which lasted for 26 days. The strike 
was called off finally through the 
good offices of the Labour Minister 
of Madhya Pradesh and it was ag¬ 
reed to have the dispute arbitrated. 

The Company’s disputes pending 
before various Tribunals in respect 
of bonus from 1956-57 onwards 
have been satisfactorily settled with 
the majority of our unions which 
are affiliated to the Indian National 
Cement Workers’ Federation. As 
part of the settlement and in the 
interests of industrial peace and in¬ 
creased production, we agreed to 
pay additional bonus amounting to 
Rs 41 lakhs towards all the claims 
for the years 1956-57 to 1961-62. 
Only about 7% of our labour force 
who are members of unions affiliated 
to the All India Cement Workers’ 
Federation have not taken advan¬ 
tage of this settlement and are pur 
suing the dispute before the Nation 
al Tribunal. 

I would like to express on your 
behalf, the Management’s warm ap¬ 
preciation of the loyalty, hard work 
and whole-hearted co-operation oi 
the Company’s employees. 

Bombay, 2nd December, 1963. 


ny. 

Incentive Bonus Scheme . , I**!® • The above summary is not a 

For Cement Industry ACC-VIckers-Babenc* Un. document purporting to he a repoit 

The announcement by Govern- The HeJ^ Engineering Plant of of the proceedings of the Annual 
ment early in 1963 of an incentive ACC-Vickers-Babcock Ltd., which General Meeting. 
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^iM»r 1^: 


Mtrlon Synth^fie Fibres & Chemicals Limited 


Speech of tlie Chairman of the Meeting Shree S Vaidyanatha Aiyar 


npHE following is the imeech deli¬ 
vered hy Shri S Vaidyanatha 
Aiyar, Chairman of the Annual 
General Meting of Nirlon Synthetic 
Fibres & Chemicals Limited at the 
5A Annual General Meeting of the 
Company held on the 16th Decem¬ 
ber 1963 : 

Gentlemen, 

I extend to you all a hearty wel¬ 
come to the 5th Annual General 
Meeting of your Company. 

Before I proceed to matters spe¬ 
cific to your Company, I must ex¬ 
press our profound sorrow at the 
tragic assassination of President 
Kennedy and the demise of Shri 
M S Kannamwar, our Chief Minis¬ 
ter and five top Officials of our 
Defence Services. 

As participants in the Prosperity 
of your Company, you will appre¬ 
ciate that the whole project came 
into existence owing to the vision, 
the enterprising spirit and business 
acumen of the entrepreneurs, Shree 
Nanubhai Jhaveri and his brother 
Shree Pramod Jhaveri, the well- 
known Jewellers. The successful 
completion of the project owes 
much to their Highness the Maha¬ 
raja and Maharani of Travancore 
and His Highness Madansinhji the 
Maharao Saheb of Kutch. 

By and large, Nylon occupies a 
place of importance. It is a syn¬ 
thetic fibre created by modern tech¬ 
nology and has proved to be vital 
for industrial development in many 
countries. In India, it is in great 
demand for several purposes. Apart 
from its high utility value for tyre 
cord, it is used foi fabrics for rain 
wear, ground sheets, light-weight 
tents, gun equipment covers, safety 
belts and parachutr harnesses. Its 
tensile strength, its resistance to 
water and its durability combined 
with lightness render it eminently 
suitable for commercial, industrial 
and defence requirements. 

Because of this development, the 
establishment of the Nylon Plant of 
Messrs Nanubhai Industries now 
known as Nirlon Synthetic Fibres & 
Chetnicals Limited is of relevance 
and importance. Your Company 
will be of increasing importance in 


the years to come as India's indus¬ 
tries and military requirements and 
resources develop. The new name of 
the Company encompasses admirab¬ 
ly the purposes of Organisation 
which was promoted and organised 
in 1958 and was intended to deve¬ 
lop into an integrated synthetic 
fibre v-erlical unit. 

ExiMnaioB Programme 

The Company has, you will be 
pleased to learn, decided to go 
ahead with its Rs 10 crore program¬ 
me of expanding its present capa¬ 
city for Nylon yarn production and 
of undertaking for the first time in 
this country the production of Nylon 
tyre cord and also of Caprolactam, 
the much coveted principal raw 
material for the Nylon industry 

The range of the Company’s pro¬ 
duction, at present covers Nylon 
yarn of 15D, 20D, SOD, 60D and 
70D. The Company’s entire produc¬ 
tion is readily absorbed since there 
is an ever growing demand for Ny¬ 
lon yarn in the country both for 
civilian and Defence requiiements 
The quality of the yarn produced 
by the Company is satisfactory. This 
is naturally due to the rigid quality 
control enforced at every stage of 
manufacture. The full production 
of the Plant is expected to result in 
an annual turn-over of Rs 4 trores. 

Further, with a view to meeting 
the speedily growing demand for 
Nylon, the Company has decided to 
raise its capacity for Nylon yarn 
production to 5.6 tons a day from 
2 tons a day as at present. This is 
a happy augury for the future. The 
necessary industnal licence for ex- 
riansioii of capacity has already 
been obtained by the Company and 
negotiations with the U S Govern¬ 
ment Lending Agency for a Foreign 
Exchange Loan are in progress. 

The expansion programme is ex¬ 
pected to cost about Rs 2.77 crores 
inclusive of Rs 1.68 crores in for¬ 
eign exchange. The original Nylon 
Plant of the Company has been so 
designed as to accommodate addi¬ 
tional Plant ahd Equipment without 
«ny - additional construction work. 
Your Company has chalked out 


plans to undertake within the licen¬ 
sed capacity manufacture of stretch¬ 
ed Nylon yarn used by the Hosiery 
industry and Nylon tyre cord re¬ 
quired by tile Automotive, Tyre In¬ 
dustry. Nylon Tyre Cord is now fast 
replacing viscose tyre cord in the 
production of Rubber tyres for auto¬ 
mobile heavy duty vehicles and air¬ 
craft in U S A & Europe. 

For the main raw material Cap¬ 
rolactam, your Company depends on 
imports at present from Messrs -Al¬ 
lied Chemical Corporation, USA. 
The imports of this material are 
paid for through exports of fabrics. 
The Company has commenced its 
export programme and has been 
able to export to Europe, Middle* 
East and Far East and has establish¬ 
ed some important connection in 
these areas. Further the Company 
has been able to secure firm orders 
for exports to meet all the foreign 
exchange requirements. This scheme 
will continue to operate till the 
Company’s own Caprolactam Plant 
starts functioning. In order to save 
the foreign exchange expended on 
raw material imports, the Company 
has already secured a licence for 
the cstabH^inenl of a Caprolactam 
Plant with a daily capacity of 12 
tons. The Company is nep'otiatine 
for collaboration with a firm of 
international rejnite, the largest pro¬ 
ducers of Caprolactam in the USA, 
and the Central Government have 
indicated approval of the terms of 
negotiations. It is proposed to set 
up the Caprolactam Factory at 
Thana where Phenol required for 
the production of Caprolactam will 
be available The over-all capacity 
of the proposed Caprolactam Plant 
will be big enough to meet the re¬ 
quirements of the Nylon industry 
in the Country. When the Capro¬ 
lactam Plant IS in full production, 
it is expected to yield 60 tons ncr 
day of Ammonium Sulphate, a Nit- 
rogen-rieh fertiliser as a by-pro¬ 
duct. It will be also possible to tap 
Cyclohexanone, an important inter¬ 
mediary compound used in a num¬ 
ber of industries such as paints, 
lacquers, pesticides and pharmaceu¬ 
ticals. We should be able to achieve 
these targets with the co-operation 

' jais^ 








s' ' ^ ♦ ’t ' ‘’ 

Plan^ ii N&^hiadrjfi Ra‘ W,7SJi,866 : »n4 optimiatB to fto ftt%|ira 

Net Loss ctt^ed ^ ‘ and «Xpect a fair return on theb- 

investment. 


HeoemW 21. l!Md 

of all of you aa well as those new 
members who are expected to [mn 
us. 

Now, I turn to what is uppermost 
in your mind, the Accounts. The 
Accounts for the year ended Slst 
March 1963, reveal the position as 
follows: 

Sales for the first 4 
months of produc¬ 
tion. (The Com¬ 
pany commenced 
production on 2nd 
December 1962 : 

Profit before depre¬ 
ciation ; 

Deduct depreciation 
including extra 
shift allowance on 


Balance-Sheet Rs 14,03.984 

The loss is mstbify (iiiifr to our 
providing depreciation on the dimi¬ 
nishing balance method which hatu- 
rally would be heavy during the 
first few years. Development Rebate 
at 20 per ent on the Value of Plant’ 
and Machinery installed is' availa¬ 
ble under the Income Tax Act. Re¬ 
serve for the Development Rebate 
will be created when sufficient pro¬ 
fits are available. 

The Sales for the subsequent 8 
months from April to November 
1963 amounted to R& 1,49,^,000. 
The shareholders can loojc with con- 


-I may inform you that we intend 
to enter the Capital market for the 
issue trf .1,06,000 Equity Shares of 
thc„iace value of Rs 1(X) each for 
qa^ at par. 

Before I conclude, I wish to ex¬ 
press on behalf of the Board, my 
appreciation for the co-operation 
and valuable services rendered bv 
our foreign collaborators and loyal 
services of our staff and workmen 
at the Factory. 

Now, I move that the Accounts 
be adopted. 

Bombay, 

l6th December 1963. 


Rs 28,58,985 
Rs 2,69,882 


The Scindia Steam Navigation Company Ltd 

Statement of the Chairman, Shri Dharamsey M Khatau 


fHE followuig IS the summary of 
the S atement of Shri Dharam- 
sey M Khatau. Chairman, The Scin¬ 
dia Steam Navigation Company Ltd. 
made at the 44tli Annua! General 
Meeting of the Shareholdeis on 
Wednesday, thi; 18th Dcfcmhei 
1963, at Siindia House. Ballaid 
Estate. Bonibav , 

The improvement in the Com¬ 
pany's results in the year under le- 
view. obseived .Shri Dhaiamsoy 
M Khatau, Chaiiinan of the Scin¬ 
dia S earn Navigation Co Ltd, in 
his statement to the SharelioUters of 
the Comnuny at the 41th Annual 
General Meeting was due to impio 
yed perfoimance and the upward 
revision of freight rales coupled 
with such rutiouulisulion of the fleet 
and services as the Company at hie- 
veil in Its overseas trades having 
due regard to its essentially linei 
nature. The 10 jiei cent increase in 
the Westbound freights had coine 
not a dav loo soon inasmuch as these 
freights had rema'iied steady at die 
same level since 1957 

Regarding emo'oymenl of 10/ 
12,000 d w t ships as Irrmps foi 
carriaac of cargoes presently bvina 
carried by Liner vessels, he said this 
would lead to wasteful eom'"‘t'tioil. 
Shri Khatau requested the Govern¬ 
ment of India to hear this in mind 
and to #ee that no naralVl service 
is sought to be established by tramp 
interests, as such a step would mere- 
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ly give a set-back to what has already 
been achieved by Indian shipping in 
the field of international '•shipping: 

CusKtal Shipping 

As legards the rates of freight on 
the Coast. Shri Khatau referred' to 
the aijpoinlment of Shri T S Parawi-^ 
rarnan. as a One-Man Comrmssioli 
to review the caee of shijjowner:-,’ 
and lie hoped that the Coinmias'on 
would look into the uigent need of 
allowing the coastil om-iatdis an 
appropriate increase m fieighf lUtes 
so as to provide an adequate letnru 
on capital employed. 

There was aiiothei as)>*-ct of i oh-- 
lal shipping which Shri Khatau 
dealt ■with in his obseivaiiops ^ 
commenting on the oceaMmial sh'ft 
one noticed in the Governmei<l Dol'- 
IV in alloiation of coal cuigo lead 
mg to withdrawal of some shins 
fiom coastal emplovmeiil. he sa'd it 
would he onh' fair that Indian 
shipping should expect to carry on 
the coast the merpabed quantity of 
the cargo that would be adequate 
for ineieaseil coastal tonnuae so that 
coastal oTivrators did not have to 
face the serious situation about find- 
inff cargo foi their inerpa,sed ton¬ 
nages 

Shri Khatau referred to the pro¬ 
blem of mounting onerating costs 
aris-ng from increased benefits given 
to the dork lahoAr under Variou* 
Awards and also from increase 


port charges and he said it was very 
lupcessary that the steps should hr 
taken to establish an appropriate 
machinery like the Tariff Commis- 
•slon to evaluate such lise in costs 
with a, view to suitable compensa¬ 
tion irt freight latcs. 

He further advised the meeting 
that, out of the three 17 knots fast 
motor, vessels — JALAKIKT type— 
ordered yvult Messrs Hindustan 
Sbipyaid, the first vessel is now c.\- 
peeted to fig delivered by about the 
middle of 1964, although its keel 
Was laid as fai as hark as on 12th 
October. 1961 The second vessel is 
scheduled to be launched shoilly and 
it will he leadv sometime in 196.5 
Keel of tiie third vessel was laid 
On 26t'h Aiiril 1963. He also re¬ 
ferred to the recent addition to ihe 
Com|>any's fleet of two second-hand 
motor vessels — tme of 12-300 
(I w l and anolhei of 11.700 d w't 
—both hiiilt in 1958 and having a 
speed of 11- knots These vessels 
have been aiquned on a deferred 
payment basis. 

His observations about futuie 
])rospects were I hat ; 

“the recent spurt m the intei- 
natioiial freight markets about 
whi'-h a ri-ferenee has been msde 
earlier will, it is hoped, li ve a 
steadying influence on the gener.il 
level of liner rates I also hone 
that the findings of the One-Man 
Conlmission now examining thv 
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’ coBstal freight rates will lead to 
reconextendations of more reason¬ 
able upward revision. With tlie 
Government of India recogrdsing 
the need to wiaure economic fre¬ 
ights for our shipping and by pro¬ 
per planning, both in coastal and 
interhational spheres, we can look 
forward with confidence to a 
steady and planned progress of 
our industry”. 

Konkan Services 

As regards Konkan Soitjccs, Shn 
Khatau stated that the amounts in 
respect of a subsidy in lieu of 8 per 
cent increase in fares as well as the 
repair cost in excess of the Ran 
Committee’s estimate for the years 
1961-62 and 1962-63 had not been 
received a.s promised by the Go¬ 


vernment. As no Agrennent could 
be reached with the Government of 
Maharashtra in regard to the ques¬ 
tion of payment of dues payable by 
them, the Company could not re¬ 
sume the Konkan Services from Isl 
September 1963. Thanks, however, 
to the good offices of the Central 
Government, the Maharashtra Go¬ 
vernment paid an ‘on account’ 
amount of Rs 4 lakhs which enab¬ 
led the Company to resume its ser¬ 
vices from 11th October, 1%3. 
He further stated that the Commi¬ 
ttee that was proposed to look into 
the inattei had not yet slatted func¬ 
tioning and urged that early slepis be 
taken to set it up. 

Shn Khatau thanked Shn Jagji- 
van Ram. the then Minister of 
Transport and Communications, and 


SJui Ra| Bahadur, Minister for Ship* 
ping and the officials of the Ministrf 
of Transport for the interest taken 
in the shipping problems. He also 
leferred to the- services rendered to 
the cause of Indi-n shipping by Shii 
G L Mehta, the First Chairman of 
the National Shipping Board and 
welcomed Shri C H Bhahha the 
newly appom ed Chairman of the 
Board and expressed his confidence 
that with his inspiration and efforts 
we would .soon achieve and even 
exceed the target of two million tons 
for our national shipping. 

He also appreciated the services 
i-endered by the officers and staff 
and the Company’s Agents abroad 
and m India and thanked the ship¬ 
pers and consignees for their con¬ 
tinued support. 


Around Bombay Markets 

Dalai Street Is Buoyant 


J)ALAL STREET is all jo> And 
not without leason. The uneasi¬ 
ness that followed the Cabinet’s re¬ 
jection of the Select Committee’s 
suggestion regarding conversion of 
past Government loans into equity 
capital has quickly disappeared. It 
is not merely that the Finance Minis¬ 
ter has slightly modihed his stand 
on this controversial proposal, hut 
he has been at pains to assure the 
business community that the Govern¬ 
ment means no harm in seeking 
powers to convert the existing loans 
into equity shares and that this 
power will be used only in the best 
public interest. But this is by uo 
means the chief reason for the slock 
market’s renewed buoyancy last 
week. 

It is T T K’s latest statement on 
the economic situation, gi'ing a 
broad hint of the measures he pro¬ 
poses to take in order to step up 
the economic and industrial tempo 
that has brought cheer to the slock 
market. The Finance nnnistcr has 
held out the hope of suitable modi¬ 
fications in the fiscal policy which 
would stimulate saving, Itivcstmcnt 
and production and thereby contri¬ 
bute even more to the buoyancy of 
public revenues than the present 
taxes. The stock market does not 
seem to be the least perturbed by 
the prospect of ‘ astute and strin¬ 


gent ’ lueasutes to meet the evil of 
tax evasion because unaccounted 
wealth i.s not finding its way to the 
inves'ine.nt market and if tax eva¬ 
sion can be checked it will help a 
more equitable distribution of the 
tax 1)111 den. How exactly T T K 
will modify and rationalise the tax 
structure so as to improve the per¬ 
formance of the economy without 
disregarding the need for raising re- 
souries on an adequate scale, it is 
difficult to say. But there is little 
doubt that he is determined to give 
a new drive to the economy. 

The way T T K has created the 
psychology of confidence since he 
took over the portfolio of Finance is 
indeed remarkable. And this change 
in psychology is by no means to be 
a'lnhuted entirely to the magic of 
words For the Finance Ministei 
has already announced a series of 
com cssions to industry and trade 
whiih have a great significance for 
the sloik market. The abolition of 
prite control over as many as 16 
commodities has been quickly fol¬ 
lowed by u spurt in shares of com¬ 
panies engaged in the manufat'ture 
of dyes and chemicals and ravon 
yarn whiili are still in shoil supply. 
Industry iinles are pleased with thi' 
raising of the limit for exemption 
under lapital issues and for licen¬ 
sing fiom Rs 10 lakhs to Rs 2.3 lakhs 
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Even more welcome is the Mspen- 
sion, though temporary, of premium ,, 

payments under tie Emergency | 

Risks Insurance scheme for the i 
fourth quarter which is expected to 
save the industry anything between 
Rs 3 crores and Rs 4 crores. 

The stoi’k market's buoyancy 
seems well justified. The market 
can be confidently expected to scale 
new peaks in course of time. It is, 
of course, diffidult to say how the 
upward trend will progres.H week 
by week. Hitherto, the rise has been 
confined largely to the speculators’ 
favourites. But it will not perhaps 
be long before investment scrips also 
begin to edge their way up. T T K's 
p'ans to stimulate the economy 
should go a long way in restoring 
confidence in the mvestmenl mar¬ 
ket. Sfreculatoi-s have already given 
the lead. 


Futures Irregular 

^OTTON futures lust week moved 
rather erraticallv, suggesting 
that the market was inclined to 5 
allow teihnnul forces have thoLr^ 
full play and digest the letcnt gair 
before making any further • da? 

The March contract which had } 
bid up to Rs 72123 on Idili De.' 
her was ni.iiKcd down i j Rs 


Colton 
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on the 13th but it was up again at 
Rs 722 the very next day and made 
a new high of Rs 725^5 on the 
16;fa. It receded quickly to Rs 
71^.50 on the following day but 
rallied to Rs 723 the next day be¬ 
fore winding up the session at Rs 
721. 1'he quotation ea.sed to around 
R» 719 in kerb dealings the same 
day. 


Spot advices continued to be quite 
firm hut the rise in futures had 
been much too steep to be continu¬ 
ed without neres.sary technical ad¬ 
justments. The market therefore did 
well to take a pause. Corrective 
profit-taking wa.s fairly lieavy. That 
it should have been absorlied with¬ 
out any imjwrtant break in prices 
is an indication of the market’s in¬ 
herent strength because of the down¬ 
ward revision of crop estima'es to 
around 55/56 lakh bales. The futu¬ 
res market might remain subdued 
for a while because of technical 
considerations but once the process 
of technical adjustment is comple¬ 
ted, futures can be expected to 
moved into new high ground. 

The crop movement is not unsatis¬ 
factory. The mills are by no means 
aggressive buyers. Even so some of 
the varieties are quoted at or above 
the ceiling. C02, 197/3 and Dig- 
vijay are being eagerly sought by 
the mills without much (onsidera¬ 
tion for the price. Even the not-so- 
very popular varieties are quoted 
<mly Rs 40 to Rs 50 per randy be¬ 
low the ceiling. But for the reason¬ 
ably large carryover from the previ¬ 
ous season, there might have deve- 
lopied a virtual scramble for cotton 
by now, the flow of new croji arriv¬ 
als notwithstanding. The prospect 
of a crop of 55 lakh to 56 lakh 
bales in face of the rising trend in 
consumption is certainly disturbing. 
The imbalance between demand and 
supply would have been far more 
serious if cloth production had been 
.kept up to the Plan ‘schedule. That 
otton production in the lliird year 
the Third Plan should be far 
^low the original target .s<*l for the 
pond Plan is a sad commentary 
\the effort.® that have so far been 
\tep up cotton production. It is 
\ah to blame the weather for the 
fall in production. It should be 
ye to bring about an appreci- 
ficrease in the miserably low 
t/ijif 100 to 110 lbs an acre 
j»oper organisational effort. 
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Exporters did not mention any 
fresh important business in Bengal 
Deshi last week. But Deshi prices 
have continued to show a firm ten¬ 
dency despite the rather slack over- 
,seas demand. This is beeau'e the 
statistical position of Bengal Deshi 
is distinctly strong. The carryover 
from the previous season is almost 
negligible. The crop is just an 
average one while there has come 
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about . an appreciable increase in 
mill demand for this variety. Though 
overseas demand has continued to 
be rather slack, export houses are 
confident about exhausting the two 
lakh bales quota within a few mon¬ 
ths. Sales registered as on 13th 
Decemlier amounted to 77,022 bales 
and actual business is placed 
around one lakh bales. 
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Jay En^eering Works 


PRESIDING 6v« the 26th Annual 
General Meeting of Jay Engi¬ 
neering Works, Xala Charat Ram, 
diaiiman of the Company, explain¬ 
ed that although the production of 
WWing machines increased by 20 
per cent and of fans by 10 per cent, 
the performance would have been 
better still for power shedding in 
Calcutta. The reduction of profits 
for the year ended March 31, 1963, 
was due to the higher incidence of 
excise and import duties on raw 
materials, higher raw material cost, 
railway freight, contributions to the 
Employees’ Provident Fund retros¬ 
pectively from January 1960, etc. 
The Company’s Hyderabad factory 
which commenced operations during 
the year made a loss owing to 
teething troubles, and reduced the 
overall profit. However, the current 
year’s working so far was ha.s been 
satisfactory with a rising trend in 
production, and the year should 
end with a better showing 

A notable development in the 
current year, the Chairman observ¬ 
ed, was that as a result of improv¬ 
ed production planning technique, 
the increase in production is not 
accompanied by a corresponding 
increase in the capital employed 
‘Ushamatic’, the Company’s auto¬ 
matic zig-zag sewing machine is 
well received in the market, but 
the Hyderabad factory which pro¬ 
duces this machine will take another 
two or three years to show profits. 

With regard to exports. Lala 
Charat Ram said, steps are being 
taken to reorganise the exjiort set¬ 
up for greater sales effort. An in¬ 
dependent division under the name 
of ‘Usha Inlernational’ has been set 
up in the sales agency 

Industrial operations all over the 
country, Lala Charat Ram said, 
suffer from a cost price inflation 
which is almost entirely due to 
official imposts, higher transport 
charges, etc, and which militates 
against holding the price lino in Ae 
country. Referring to industrial 
labour, he deprecated the increas¬ 
ing tendency of the leadership to 
make short-sighted demands in the 
matter of annual emolun.ents and 
working conditions which are not 


cotisistent with the interests of the 
economy. According to him there 
is no conflict of interest between 
the employees arid the industry. 
Both interests are identical and the 
problem is to enlarge' the size of 
the economic pie, not to quarrel 
over one’s share in a constant or 
diminishing pie. More and better 
jobs, improved wages and better 
working conditions are possible only 
if industry is productive and pro¬ 
fitable. The problem of unemploy¬ 
ment ran be solved only by the 
growth of industry. 

Commenting on the progress of 
the Third Five-Year Plan in the 
light of the decreasing trend of 


return on investmeni, Lala CLacal' 
Ram wiggested that the Plamung 
Conmusnon and Government should 
consider reorienting the direction ol 
Investment and draw ineiul lessota 
from the experiences of Japan and 
Germany. 

New Central Jute 

]^EW Central Jute Mills had 
made substantial and all-round 
progress during the year ended 
March 31, 1963, stated the Chair¬ 
man of the Company, Shri A K 
jam, at the last Annual General 
Meeting. The output of the jute 
mills increased by over 21 per cent 
over the previous year. During 
the year 104 broad-looms were 
added to make a total of 256 and 
the number has been further in¬ 
creased to 327 during the current 



A thrifty person saves today and saves 
his tomorrows while a spendthrift 
spends today and spends away his 
tomorrows as well. 
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E.R.W. 

BOILER 

TUBES 


ror trouble-free steam raising In all applications 
calling for rigid specifications, Electric Resistance 
Weld tubes are in every respect equal to 
corresponding seamless tubes. High frequency 
current ensures efficient welding, and 
normalising is carried out in controlled 
atmosphere furnaces to produce a ductile tube 
with a smooth, blue finish. 




LOCO 

We supply E.R.W. loco 
boiler and superheater 
tubes from our Jamshedpur 
Works to meet the bulk 
of the Indian Railway’s 
demand. These cubes meet 
all the technical require¬ 
ments of Indian Railways. 


MARINE 

Our E.R.W. tubes meet 
all the tests specified by 
Lloyd’s Register of Shipp¬ 
ing. Indian Tube Is on 
Lloyd’s Register of Shipp¬ 
ing’s list of approved 
manufacturers. 


LAND 

Our E.R.W. tubes for land 
boilers are accepted by the 
D.G S & D. and comply 
with the Indian Boiler 
Regulations. We also carry 
ready stocks of this cate¬ 
gory at our Warehouses. 


INDIAN TUBE 


THE INDIAN TUBE COMPANY (1953) LIMITED 

A TATA-STEWAKTS and LLOYDS ENTERPRISE ' 
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yeltx agalmt a Itcenced cap«i|^ of 
350. The Con^ny ma^ an all* 

« time record profe of Rg 1.32 ciores 
during the year, die highest iu the 
jute industry. This is due to the 
large-scale expansion of the mills 
which the tnanageinenl accomplished , 
at a considerable sacrifice of their 
own remuneration. 

The Company is fabricating 
liroad-looms in its own workshop 
which IS now modernised and 
strengthened to meet increasing 
needs. In 1962-63, .33 per cent of 
the broad-looms installed by the 
mills were its own fabiications as 
against 7 per cent in the previous 
year. During the current year this 
percentage has increased to 92. Self- 
fabricatiou enabled the Company 
not only to expedite expansion pro¬ 
gramme hut to savilRs 50 lakhs of 
foreign exchange which would 
have been spent otherwise. In the 
field of carpel-hacking rnanufac- 
tuic, the Company's production is 
well accepted in overseas markets 
and 111 order to piopagale the use 
of double hack in carpet-hacking, 
the Company has already installed 
2 single beam dressing machines. 

Kefernng to the Sahu Chemical 
and Feitiluers unit. Shn Jain te- 
vealcd that modifications efiected 
in the plant resulted m substantial 
improvement m the output during 
the year, and during the H monUis 
of the current year there has been 
an inciease of 25 per cent in pro 
diictioii as compared with the same 
period last year. Higher produc- 
lon last year was not followed by 
higher earnings owniig to highei 
•osts of basic niatciials, The ctn- 
s-nl year’s financial results would 
ilso depend on the extent to which 
he cost of basic raw rnatcriaF, 
iver which the industry has no 
ontrol, is checked by Government 
On the export front, Shri Jain 
lated, the Company bad entered 
ito collaboration with a Thai Coin- 
any for the supply of technical 
now-how foi erecting a jute mill 
1 Thailand for which piojetl the 
onipany will supply machinery 
nd eqiiipnient from India and earn 
ireigi) exchange The Company 
Is undertaken to train Thai appren- 
:es ill Its mills at Calcutta. 

Money Market 

Thursday. Motiuny, 
JONhY -supply in the (all loan 
market was adequate to meet 


the of Wtowera cturing the 

past ohe week. However, the inter¬ 
bank call money rate did not come 
down on that account, but was well 
maintained at 4..5 per cent on a par 
with the Bank rate. Paradoxical 
though this may seem, this in a way 
suggests that the seasonal demand 
for funds is expected at any moment 
to spurt sharply Besides, keeping 
in view then end-year requirements, 
hankers seem unwilling to extend 
funds at lowpi rates and are trying 
to maintain a highly liquid jx>sition. 

The srheduled Banks’ statement 
for the week ended Decemher 6, is 
lencctive of the large demand foi 
funds on bankers, causing stringency 
in the money maiket. The fall of 
Rs 20.90 (lores in deposits and the 
rise of Hs ,13.18 crores in Bank cre¬ 
dit wpie quite sizable compared 
with the pieceding week- of the busy 
season Such increasc'd demand foi 
funds obviously compelled hankeis 
to liquidate mveslnients of thv' value 
of Rs 29.51 (lores and lioriow Ks 
1.1 80 crores from the Reserve Bank 
In spite of such heavy demand for 
fuiKls. the fact that the turnover of 
money at call during the week was 
less by Rs 12.52 ciores suggests that 
the dependence of baiiker.s on the 
call loan market was considerably 
less Yet, paradoxically, the call 
rate went up to as high as 5 per 
(cut. (losMiig the Bank Bate 

Th(' Reserve Bank's statement for 
the week ended December 13. 
points to u contiiiuatioii of demand 
for funds, though it appears now to 
la- a little less intense. Active notes 
furtlici expanded by Rs 22 70 cro- 
res. making a total expansion of Rs 
71 18 croics during the la.st fort¬ 
night Of this the outflow of note.s 
fiom ihe Banking Department amo¬ 
unted to Rs 8 34 crores and there 
was a net additional Note Issue of 
Hs 11.3() crores. Besides, there was 
an outflow of Rs 65 lakhs in rupee 
coins from the fssuo Department. A 
rise of Rs 5 croics in foreign secii- 
nties and of Rs 10 crores in rupee 
securities provided cover for the 
additional issue of notes and coins. 

Flxpaiision of currency from 
^ov■enlbcr 1. to December 13, 
amounted to Rs 92.32 crores. Du¬ 
ring the period from November 1 
to Dccembei 6. bank credit expand¬ 
ed by Ks 52 06 crores while depo¬ 
sits fell by Rb 26 69 ciores and in¬ 
vestments were depleted by Rs .39.28 
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crores, U i« perhaps against tb{«< 
background and weir end-year 
needs, that the reluctance of banks 
to lend at lower rates should be 
understood. But. m any case, the 
call money rate cannot he sustained 
above the Bank Rate for long since 
hankers have a large unused bor¬ 
rowing limit with the Reserve Bank 
at Bank Rate, their borrowings at 
present amounting hardly to Rs 7.86 
crores. 

Treasury Bill tenders during the 
W(^k ended December 17, did not 
evoke much response under the pre¬ 
vailing conditions of the money 
market. The rale of discount le- 
maiiied the same as last week at 
2..315 pel cent. ‘Intermediates’ sold 
turned out to be quite meagre at Rs 
23 lakhs, reflerling absence of inter¬ 
est 111 Treasury Bills. 

The Central Govieriiment's depo¬ 
sits which had been living for some 
weeks declined .sharply by Rs 34.08 
crores during the week ended 
Decemhei 13. StafI Governments’ 
deposits were, however, liigher by 
Rs 4.68 crores, indiratmg transfer 
of funds to the States. The net fall 
in deposilii.^ was accompanied by a 
reduction of Goveinment borrow¬ 
ings by Ks 6.97 crores denoting ad¬ 
justments, Scheduled banks did not 
incrcasi' their deposits beyond a 
fractional amount of Rs 20 lakhs 
but they reduced their borrowings 
by Rs 6.75 crores. This in a way 
indicates that the stiain they ex¬ 
perienced 111 the preevding week had 
somewhat diminished. 
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